


outcome of the crisis rather than being thrown 
back and forth by the tides? And how can my 
company be in a better position when the next 
crisis hits? As such, the three steps in Figure 1 

seem appropriate to deal with the crisis:

Recognizing and understanding the crisis

What is this crisis? 
It’s just as they say: “Perception is reality!” 
Although this statement is often deemed to 
be unfair, managers should be aware that the 
company is hit by the crisis if the public, or the 
staff, believe it is. Once trust in the company 
is lost, whether through rumors or facts, the 
company risks entering a downward spiral as one 
stakeholder after another loses confidence in it. 
Investors withdraw their money, creditors don’t 
extend credit lines, customers start shopping 
around, suppliers want tighter payment con-
ditions – and, even worse, the media, regulators 
and NGOs want their share of public attention. 
This is especially visible for ethical issues in 
already crisis shaken companies – even though 
the issues may have been handled according 
to the letter of the law. A prominent recent 
illustration of this is the payment of bonuses 
to top bank managers. While the payments 
are legally and contractually sound, the media 
relish covering these stories and the public 
reacts by withdrawing their money from the 
banks concerned (the Swiss bank UBS has lost 
its number one status in wealth management as 
a result). Hence, recognizing the crisis early by 
spotting anomalies is essential in managing it.

How do you recognize the crisis? 
In order for managers and board members, who 
are responsible for the company as a whole, 
to recognize whether their company is being 
drawn into the crisis or is already in the middle 
of it, they must be aware of their internal and 
external environments. Internally, one worrying 
sign – paradoxical as it sounds – is a company 

that has been successful for too long. Successful 
managers seem to believe that, thanks to their 
leadership, their companies will be invincible 
also in this crisis. This can be called the Siegfried 
syndrome.* Characteristics of a manager with 
the syndrome include a reluctance to accept 
outside advice or being challenged about how he 
or she is managing the company. As such, the 
involvement of board directors during the crisis 
clearly depends on management’s capabilities. 
Other worrisome internal signs that the crisis is 
possibly closing in are:

	A high debt burden•	
	Recent acquisitions of (unrelated) businesses •	
that have not yet been fully integrated
	Acquisition of businesses for too high a price, •	
leading to high write-downs
	Lack of focus in the business model, requiring •	
top managers to be jacks-of-all-trades.

It’s important to recognize external warning signs 
as well – particularly in the supply chain:

	Key customers having difficulty with •	
payments
	Suppliers that cannot deliver, e.g. due to •	
financial difficulties.

Many things can go wrong when it comes to 
recognizing the crisis. Above all, managers and 
board members should try not to rigidly interpret 
the information at hand. Although experience 
obviously plays a role in that, managers need to 
be open to new ways of grasping the situation 
and free themselves from cognitive biases.

Managing the crisis

Once management and the board have recognized 
that their company has indeed been hit by the 
crisis, things usually become hectic: Cash 
flow needs to be stabilized; communications to 
investors, suppliers, customers and employees 
need to be adapted; new information must be 
continuously evaluated – in short, things become 
complex. Using the simplifiers for managing 
complexity,2 managers need foremost to align 

their interests and behaviors and to focus.
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Surviving and Profiting from the Crisis Means

*	 Siegfried is the main character of the Nibelungen saga, 
(also referred to as the Cycle of the Ring), who became 
almost invincible after bathing in dragon blood.

Figure 1 – Three-step approach to dealing with the crisis
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-Prepare for the next crisis



Aligning interests and behaviors 
The first simplifier in any crisis situation is to align 
the interests and mental maps of the different 
players – at least as far as possible – through:

Clear internal communication:•	  Internally, 
employees must know what is going on. If 
they are not properly informed, fear sets in – 
for their jobs, their colleagues, the company – 
and they often feel paralyzed and abandoned. 
Informing them via the media does not fit with 
our idea of leading through the crisis. Rather, 
direct communication via intranet or e-mail 
and formal and informal meetings should 
be used. In our experience, it is much worse 
if rumors spread about new strategies or job 
cuts, which will happen in a news vacuum. 
Employees who understand the reality and 
extent of the crisis and the measures being 
taken and who feel they are being treated 
honestly are much more eager to work 
together to get through it. Although pressure, 
such as the threat of job loss, does work for a 
while (that is, as long as the whole economy is 
suffering), when the job market becomes more 
buoyant employees with high ethical standards 
often think twice about staying with a company 
(or a boss) for which it doesn’t seem worth 
working. Remember that employees who 
must be released will be ambassadors for the 
company – for the good or the bad.

Avoiding silos:•	  Once employees (and 
managers) truly understand the extent of 
the crisis, they must also reconsider the 
way they work with one another. All too 
often in this crisis, managers think in silos 
to protect their own turf. But with the goal 
of satisfying customers, silos are always 
counterproductive. A consulting company, 
for example, whose partners are trying 
to sell “their” competence center (e.g. 
marketing) would often do better to make a 
multifunctional proposal (marketing together 
with supply chain management). Although 
the competence center might lose revenue 
for its own account, the client will receive a 
better solution and the consulting company 
as a whole will benefit.

Open external communication:•	  External 
stakeholders who know what is going on will 

be much more understanding and tolerant 
concerning the impacts of the crisis – at least 
in the short term. For example, bankers who 
are actively informed are usually more likely 
to look favorably upon credit extensions. They 
must not find out via the media or the rumor 
mill. Explaining the company’s situation 
and being empathetic to the stakeholders’ 
worries, demands (from entities such as 
NGOs) and aspirations helps the company not 
only get through the crisis quicker but also 
gain strength once it is over. However, note 
that “sympathy soon erodes if normal service 
is not resumed quickly.” 3

Focus 
Most crisis managers “typically put all their 
energy into managing the company’s cash flow,” 
whereas “they should be addressing corporate 
structure and strategy.” 4 Certainly, managing 
cash flow is essential as a first step to stay afloat.5 

For this, it is useful to create priority lists of what 
will be cut when revenues drop to certain levels. If 
done right, this helps to proactively focus actions, 
while avoiding cutting down too much. 

As soon as cash flow is under control, the 
underlying problems must be addressed. For 
this, managers need to focus on the true value 
of the company: What is the value proposition 
for customers? Where can the company excel 
beyond its competitors? As such, companies in a 
crisis must focus on their core products and core 
markets, as well as the underlying capability 
systems. However, the difficulty with focusing 
attention on managing the crisis is that:

Operations that have so far not been affected •	
might suffer from a lack of attention
The focus is often too static.•	

What is generally considered antagonistic in most 
“normal” business situations becomes a paradox 
in crisis situations: Focus needs to be flexible and 
needs to shift depending on how events unfold.

Profiting from the crisis

Learn what went wrong 
Once companies have contained the effects of 
the crisis, they should invest in learning from it 
by analyzing and understanding the weak points 
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Leading Through and Learning from the Crisis



in their operations that became more evident 
when times were tough. Following this analysis, 
companies can improve their processes and 
operations to come out stronger once the danger 
is past.

Invest countercyclically

As various research has revealed,6 companies 
that emerge as winners from crises invest in 
the future of their business countercyclically – 
meaning against industry trends. By contrast, 
those companies that don’t invest – for instance, 
because they cannot afford any additional 
expenditure – are at risk of being overtaken by 
competitors or new market entrants. This has 
happened, for example, five times in the liquid 
crystal display (LCD) arena: Each time the 
industry went through a downturn, new players 
emerged as the market leaders in the next bull 
market. The new entrants invested heavily in 
new technologies during the downturn, poached 
key engineers from the incumbents and were 
able to provide the next generation of LCDs.7 

Thus, even in a crisis, companies should try to 
shed their “survival” attitude and instead adopt 
“a competitive and perhaps, in the extreme, a 
combative mindset.” 8 

Prepare for the next crisis

When it comes to preparing for a possible crisis, 
it was found that “organizations that have thought 
through what they stand for well in advance of a 
crisis are those that manage crises best. When 

all seems to be crashing down around them, 
they have principles to fall back on.” 9 Accordingly 
companies that are prepared:

Face fewer crises•	
Tend to stay in business longer (83 compared •	
to 67 years) 
Have double the average return on assets.•	  10  

This goes back to our point of aligning interests, 
this time, though, before the crisis: If external 
partners who need to help the company through 
the crisis, such as lawyers, accountants and 
public relations experts, know more about the 
company before a crisis hits and have “practiced” 
handling crises with the company, response time 
will be much quicker.

Despite findings like these, there are still too 
many managers who think crises like the current 
one only affect others and that their company and 
they themselves will be immune.

In summary, not only surviving the crisis but also 
profiting from it requires a lot of analysis, due 
diligence and hard work. In many companies 
a mindshift is needed – away from reacting 
to the crisis toward proactively managing it. 
Preparation, early recognition and hence the 
ability to react swiftly when the crisis does hit is 
not a sign of weakness or of a lack of ingenuity 
(or spontaneity). Rather, it is a sign of strategic 
thinking.
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