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The purpose of this this study is to examine the effects that a celebrity
CEQ’s crisis communication has on the crisis outcome and further on the
quick decision response, resource mobilization and information flow during
a crisis. The research was conducted using a multiple embedded case
method, with four cases that represent different kinds of crisis that have all
involved a celebrity CEO. The cases have been collected from various
secondary data sources. The results of the study indicate that in crisis
situations the celebrity CEO is expected to take responsibility of the crisis
communication. The CEO needs to understand how and what to
communicate in these situations and they need to make quick decisions
even with limited information available. Crisis outcome is highly dependent
on the golden hour crisis communication and there the performance of the

celebrity CEO is crucial.
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1.

Introduction

1.1. Background of the study

Companies all over the world face an increasing amount of crisis. These crises
can be product related, natural disasters or accidents, but they can be related to
company reputation through internal problems such as employee rights issues or
working conditions. Every company should treat the possibility of a product harm
crisis more like when it's going to happen to them rather than thinking if it will ever
happen (Coombs et.al 2010). In the food industry alone the number of recalls has
reached huge numbers. In August 2013 there were 15 food recalls reported in the
USA alone (www.recalls.gow). In Finland Evira has reported 35 food recalls by the
end of May 2013, which is the same as the total in the whole year normally and
record number of 70 food recalls in 2010 might be history if the trend continues in
2013. (www.evira.fi) The trend of increasing product and industrial crises does not
just limit to food industry, but recalls are a increasingly common phenomenon in
many other industries like automotive, medicine, household appliances, toys and
many others. That makes the research on solving (product) crisis valid for all kinds

of business.

This demonstrates that every company should have a crisis strategy in place in
order for them to be prepared when the crisis situation hits them. As crisis,
weather small or large in scale most probably will harm the brand of the company
or product in the eyes of the consumers; it is of vital importance how the company
responds to a crisis situation. This response in done by crisis communication and
in today’s world where especially bad news travel fast, the response must be done

in correct way the first time, otherwise the damage done might last much longer.



Companies should have and many of them have prepared a strategy for different
crisis scenarios. But in the current world wherecinformation travels so fast that
even many managers in the company get their information about a crisis through
internet or other medias, it puts loads of strain on getting the crisis management
strategy to work before there is a demand for explanations and actions.

Crisis requires effective leadership. Often large companies have a Crisis
Management Team (CMT), with a team leader that has experience to assemble an
effective team around her and lead it by active and precise communication. Her
skills will determine the results of the whole CMT’s performance. (Crandall et. al
2010) But no matter how skilful CMT-leader the company has, it doesn’t mean that
mass media will listen to that person. Instead a CEO is the one the journalists
know and often trust. And the more known this person is to the general public, the
more eager the press is to get her view on the crisis situation. Thus the research
on what the celebrity CEO’s can do to affect the crisis outcome for a company is

an interesting subject to study.

Crisis management and crisis communications studies are relatively new fields in
the academic studies and thus give the author a challenging but rewarding task of
researching the topic. Lot of the research done has focused on the planning and
recovery stages of the crisis, but very few have actually concentrated on the acute
phase of the crisis (Ying & Pheng 2014). Also the phenomenon of celebrity CEO’s
has not been studied very extensively although it has existed since the early days
of industrialization when people like Ford, Rockefeller, Kellogg etc. dominated the
industrial scene. The phenomenon was forgotten for decades but has re-emerged

since the development of digital media in the 1990’s.



1.2. Literature review

Crisis that companies eventually face have been studied from different
perspectives in literature. Crandall et.al (2010) have a strategy approach to crisis
management and their view is that every company should have a crisis
management strategy in place and through strategic work the company is
prepared when a crisis hits. This view has its background on the work of
Elsubbaugh et. al. (2004) and Greyser (2009). Geyser (2009) has extended this to
include the brand reputation, which is the result of all marketing efforts by the
company. The importance of brand reputation that the company has before the
crisis is also the core of the studies by Siomkos & Kuzbard (1992) and Klein &
Dawar (2004). Those studies indicate that brand reputation development, although
not targeted to crisis situations is important from the point of crisis management
efforts as well. That view is supported by the study done by Laufer & Coombs
(2006) The view that crisis management can be strategically planned has been
questioned by many scholars notably by Paraskevas (2004) and Schoenberg
(2006) who claim that crisis are managed as they happen and crisis management
is more of a response system than it is something that can be strategically
managed. Their view is supported by people who have in first hand experienced
crisis situations and these views are presented by Dezenhall and Weber (2011)
and Regester & Larkin (2008). Management’s role in crisis management is present
in all of the above literature, but more comprehensively it has been studied by
Garcia (2006) and Wooten & James (2008).

Crisis communication has been the subject of majority of crisis studies. Most of the
studies are concentrated on the message and the tactical side of messaging and
what are the best responses, these papers include Gurau & Serban (2005) on the
structure of the messaging, Laufer & Coombs (2006) on the response strategies,
Coombs & Holladay (2009) on the perceptions that the messaging has on their
receivers and Coombs et.al (2010) who concentrate inmore detail on the use of
apologia in crisis communication. Sweetser & Metzgar (2007) have more precisely

focused on the use of blogs as communication tools.



While the crisis outcome is strongly related to crisis communication strategies,
there are number of studies that could be categorized as being more focused on
the outcome than on the chosen strategies. Coombs & Holladay (2008) compared
the effectiveness of apologia to other strategies. Souiden & Pons (2009) on the
hand studied the effects of product recalls on the brand image and customer
purchase intensions. Dutta and Pulling (2011) took a more broad approach and
studied the response strategies effectiveness based on the type of crisis faced.
Vassilikopoulo et.al (2008) researched how long it takes for a company to recover
from a crisis and what factors may contribute to the amount of time it takes for the
recovery. Siomkos (1999) focused on product safety crisis that are the leading
source of many crisis which involve consumer goods and emphasized the need for
preparedness. Benoit (1997) has created a theory for image repair discourse that
has been the source of many further studies which have focused on the crisis

outcome from the crisis communication perspective.

The CEO'’s role in crisis management has not been studied as much as could be
expected, Ucelli (2002) created some guidelines to what a CEO should take into
consideration, while Lucero et.al (2009) studied more extensively the crisis
situations on which the CEO should take a leading role in crisis communication
and if there are situations when the CEO should not present herself at all in the
crisis context. If the CEO’s role has not been subject of much of research, the
celebrity status of a CEO has received even less attention, probably because the
phenomenon was not valid in business world for a long period of time. The study
of Hayward et.al. (2004) is the most comprehensive study on the causes and

consequences of CEO celebrity available at the moment.

Case studies illustrate in the best possible way the good and bad practices of
crisis management and crisis communication and they give a result on how the
theoretical practices worked in real life situation. For this reason many of the
academic papers have case examples, and the literature like Regester & Larkin
(2008), Henrikksson & Karhu (2008), Dezenhall & Weber (2011) and Fearn-Banks
(2010) have all taken the casebook approach into looking through the crisis
management and communication in a way that would be most helpful for the

companies that face crisis in the future.



1.3. Research problem and questions

Crisis management and crisis communication is often perceived as strategic work
that involves people from all over the organization. That applies in the context of
the whole crisis situation, but what happens in the initial stage of the crisis can
have a major impact on the whole outcome. As celebrity CEO’s are often those
who the media prefers to contact and interview as the faces of the organization, it

is vital that their response is correct. This leads us to the main research question:

RQ: How does the celebrity CEO’s performance in crisis communication affect

crisis outcome?

And to go into detail, the sub question is:

SQ1: How does celebrity CEO’s communication affect quick decision response?
SQ2: How does celebrity CEO’s communication affect resource mobilization?

SQ3: How does celebrity CEO’s communication affect information flow?



1.4. Theoretical framework

The theoretical framework is adapted from the Crisis Preparedness model
presented by Elsubbaugh et al (2004). The framework indicates that on the crisis
management stage the actions taken by the celebrity CEO has its effects on all
three main components; quick decision response, resource mobilisation and
information flow. It should be noted though, that as the two way arrows indicate, all
these three activities are non-sequential and interactive by nature. (Elsubbaugh
et.al 2004) The execution of all these stages is essential to the crisis outcome from
the point of view of the company and its stakeholders. It is also important to
understand, that the model describes the actions that must be undertaken
immediately after the crisis has erupted, it does not try to model the whole crisis
management process which is much more complex and involves many more
stages and this cannot be in any situation be handled by a CEO alone, celebrity or
not. It is also important to understand that not all crisis or organisations are the
same. The response is always dependent on the nature of the crisis, the

organisation involved and the operating environment. (Elsubbaugh et. Al 2004)

“Effective crisis response has a direct impact on company’s productivity, demand
for its product, stock price and other quantitative measures of success” Garcia
(2006, p.7.) The impact, which in figure 1 is the crisis outcome, is the result of the
measures in quick decision response, resource mobilization and information flow.
“Effective leaders demonstrate situational awareness in a crisis, grasping the
significance of the underlying event and its likely impact on the company and its
stakeholders” Garcia (2006, p. 8). If the leader can demonstrate efficiency in all
these three functions, the public will perceive that the CEO is in control of the

situation. “Perceptions are more important than reality” Benoit (1997, p. 178)



Figure 1 : Theoretical framework
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1.5. Terminology

Crisis management covers all the measures that a corporation takes before,
during and after a crisis. These measures include detecting possible factors that
can lead to a crisis situation, measures taken to prevent crisis from ever
happening or measures that limit the consequences of a possible crisis. This stage
Is often called issues management, which in proactive and aims at anticipating the
potential for situations that can have negative effect on corporation. (Regester &
Larkin 2008). Crisis communication happens during and after the crisis to limit the
damage to the reputation of the company suffering from the crisis. Recovering
from the acute crisis situation and learning from the crisis takes place after the

crisis has been solved.

Crisis communication includes all the communication that a company does to all
its stakeholders during the crisis and immediately after it. Communication is also
an essential part of crisis prevention and recovery, but this communication should
be integrated into the normal public relations activities of a company and although
an essential part of crisis management, this paper will limit the crisis
communication activities mainly to the communication that takes place during the
acute crisis phase. “Crisis communication is the dialogue between the organization
and its public prior to, during and after a negative occurrence. The dialog details
strategies and tactics designed to minimize damage to the image of the
organization.” (Fearn-Banks 2010 p.2)

Crisis outcome covers the impact that the crisis and the handling of the crisis has
on the company in short- or midterm perspective. These impacts can be financial
in terms of decreased sales and reduced stock prices, but image of the company
is the one that is most likely to suffer from a crisis, thus image repair is an
essential part of the whole process. How bad the damage to the image is, is
largely dependent on how the immediate crisis communication is handled and how
well the company is able to recover from the immediate effects of a crisis, but
image repair can only begin after the acute crisis stage is over. Crisis outcome
includes the recovery of the whole organisation from the crisis situation, internal

wounds may be as deep as the external damages.
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A crisis can offer opportunities for a company to reorganise its functions and learn
from the mistakes that lead to the crisis. The crisis, when handled well can actually
make the organisation look caring and empathetic and turn its image to a more

positive side than it was before the crisis. (Regester & Larkin 2008)

1.6. Structure of the study

The study has a fairly straightforward structure. Chapter 2 presents the literature
review and first concentrates on the three main elements a company facing a
crisis should take into consideration. These are Crisis management, crisis
communication and crisis outcome. Chapter 2 also presents the theory on
celebrity CEQO’s and aims to open the phenomenon more deeply. Chapter three

presents the research methodology.

Chapter 4 is dedicated to presenting four different crisis cases involving a celebrity
CEO. The cases have been carefully chosen to represent different kinds of crisis
that would also be fairly recent to give the study a reference to modern business
live and to make it as current as possible. Chapter 4 also present the cross-case

analysis.

Chapter 5 presents the findings of the study. Firstly the general findings and then
both theoretical and managerial implications. Chapter five continues by presenting
the limitations of the study, as well as by giving suggestions for further research on

the subject.

The research was conducted using multiple embedded case method. The
embedded method involves usually multiple units of study and the evidence is
integrated at least partly in subunits Scholz & Tietje (2002). In this paper this
means that all the cases were treated as individual and results were not
necessarily dependant on each other. As Yin (1994) notes, “Every case should
serve a specific purpose within the overall scope of inquiry. Here, a major insight is
to consider multiple cases as one would consider multiple experiments—that is, to

follow a ‘replication’ logic” (p. 45).



13

The reason for this, was that the phenomenon of celebrity CEO’s actions requires
this approach, as a single case analysis would not be able to provide patterns that
may arise from investigating more than one CEQ’s actions. The case study
method investigates a contemporary phenomenon within its real-life context when
the boundaries between the phenomenon and content are not clearly visible. It
also forces you to understand the actions taken realistically in the environment
they have taken place in. (Yin 1994 , Koskinen et.al 2005)

As the phenomenon of celebrity CEQO’s in crisis situation is relatively new, case
study which is often explanatory and exploratory fits this research perfectly.
(Saunders et.al 2009) A case is a specific situation in a social setting. And the
social situation in this research is a crisis and celebrity CEO’s action during crisis

situations, it required multiple cases, a comparative design. (Lee & Lings 2008)

2. Crisis stages

2.1. Crisis management

Before getting into the details of crisis management and crisis communication, it is
important to understand what a crisis from a corporation viewpoint means. There
are several definitions for crisis, but the most suitable one to describe corporate
crisis was offered by Pearson and Clair (1998); “An organisational crisis is a low-
probability, high-impact event that threatens the viability of the organisation and is
characterized by ambiguity of cause, effect and means of resolution, as well as by
a belief that decision must be made swiftly” (Pearson & Claire 1998 p.60) Another
definition about the effects of a crisis states “A crisis is the perception of an
unpredictable event that threatens important expectancies of stakeholders and can
seriously impact an organization’s performance a create negative outcomes”
(Coombs 2007 pp. 2-3)
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There are so many forces affecting corporations nowadays. These include macro
environmental forces; political-legal forces, economic forces, social forces and
technological forces. Dramatic changes in any of these forces may, but do not
necessarily lead to a crisis in the company. But a firm must always be on alert and
follow potential and foreseeable changes happening in their operating
environment. (Crandall et.al. 2010) Some researchers have also suggested that
industry and corporate life-cycle has potential for crisis in its different stages. While
this is true, these changes hardly fit into crisis definition, as they rarely are sudden

and totally unforeseen events.

A crisis has an effect on both the companies’ financials as well as their reputation.
Although the financial side is not covered by this research, some figures should be
mentioned. Companies that mishandled their crisis saw their stock price plummet
ten percent on average in the first weeks after the crisis hit and ended 15 percent
below the pre-crisis stage one year after the crisis. Companies with effective crisis
response saw a decline of just 5 percent directly after the crisis and their stock
closed on average 7 percent above the pre-crisis stage a year after. So on
average the difference between effective and ineffective crisis response is 22
percent on the company’s market capitalization. (Garcia 2006) The severity of the
impact as well as length of the effects of the crisis are mostly dependent on the
actions taken by the company in question immediately after the crisis but also after
the initial crisis has subsided. Time heals some wounds and over time the
perception of consumers will become more positive. We tend to have a short
memory especially on cases that are not personally affecting us. (Vassilikopoulo
et. al. 200).

A crisis has five stages:

detection
Prevention / preparation
Containment / damage limitation

Recovery

ok~ 0N

Learning”
(Fearn-Banks 2010 pp.4-5, Elsubbaugh 2004)
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Detecting is usually reading the early warning signals that a crisis may be looming
in the background. These signals can be internal of external to the company.
Internal may include problems in material supply, manufacturing stage, employee
performance and any other activity that may influence the end product or service.
External signals are often related to events in the same industry. When the Exxon
Valdez tanker crashed and spilled oil, it a was clear warning for the other oil

companies to rethink their tanker safety operations. (Fearn-Banks 2010)

Prevention and preparation is naturally partly related to detection so that if issues
are detected, the company should take immediate action to prevent them from
escalating to a crisis. But it is not just limited to that. Ongoing PR-operations as
well as regular two-way communication between stakeholders and building
relationships with key operators does no necessarily prevent crisis per se but can
act in preventing bad publicity should a crisis happen. (Fearn-Banks 2010)
Preparation also involves understanding which of the stages in the early crisis
communication stage need to perform better in an actual crisis situation, is it quick
decision response, resource mobilization or information flow. Failure to perform in
any of these activities reduces the company’s ability to cope with the crisis.
(Elsubbaugh et.al. 2004)

Containment is the early stage of the crisis, when the company uses mainly
communication tools to prevent the crisis from escalating and limit the damages it
can cause to the reputation of the brand. Limitation is the key, as spreading can
cause damage to other areas of the organization that have not been directly
touched by the crisis. (Fearn-Banks 2010). The more effective this stage is, it will
also limit the time that it takes for the organisation to recover from the crisis.
(Garcia 2006)

Recovery stage is when a company that has suffered a crisis attempts to return to
“business as usual” state of affairs. The better the company has handled the
containment stage of the crisis, the faster it can regain the confidence of its

stakeholders and operate in a normal way.



16

Learning stage can only take place after the recovery has been achieved. In this
stage the company should look back at the crisis situation, see where they
performed well and where mistakes were made. They should also look at what
was lost, what possibly gained and what the company should do in the future to be
better prepared. The learning stage takes the company all the way back to
detection and prevention stages, where the lessons learned will help in achieving

better results in these stages.

This paper will mostly concentrate on the effects that the actions of the CEO has

on the third stage, containment / damage limitation.

A crisis can be the result of many factors, Greyser (2009) has identified the

following:

Product failure, like GM’s faulty ignition switch, Toyota’s accelerator pedal
problems and Perrier's benzene contamination. Social responsibility gap, including
many brands accused of child labour use in China. Corporate misbehaviour, like
Enron and Arthur Andersen. Executive misbehaviour like Martha Stewart getting
jail sentence for insider trading. Poor business results have included Kodak,
Talvivaara, Outokumpu, and Polaroid. Spokesperson misbehaviour has included
several sportspersons, Tiger Wood’s sex scandal and the doping scandals like

Marion Jones and Lance Armstrong

Besides the factors identified by Greyser, there are several other factors that can
result to a corporate crisis. These include: Terrorism has recently affected
Malaysian Airlines with one airplane missing and another shot down in Ukraine.
Natural disaster like the Japanese earthquake and tsunami, which had effects on
the Tepco nuclear plant, but which also destroyed many Japanese automakers
factories. Environmental pollution crisis include Exxon Valdez, BP Deepwater
Horizon and Talvivaara gypsum spills. Accidents effect transportation companies,
like United Airways Hudson river crash, Virgin Rail train crash and Costa

Concordia cruise line accident.
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As is evident from the possible causes of crisis, some are the type that corporates
can and should be prepared for, or even should be able to prevent. But for some it
is just impossible to be exactly prepared for, instead the company should take into
account what even seemingly impossible events can occur and prepare their
organization on procedures in the unlikely event that something terrible happens
that effects the corporation and its stakeholders. Preparing does not necessarily
just mean strategies for the moment it hits the fan, part of preventing a worst case
scenario for corporate image is a strong brand. The stronger the corporate brand
is before a crisis hits, the more likely the company is to survive with little damage
to its reputation. (Siomkos 1999)

Corporations must also be aware that some groups might be willing to launch
faulty attacks against the company and its brands and recovering from these
attacks and setting the records straight in the eyes of the general public could be a

lengthy process requiring lots of effort.

From managerial point of view the crisis affects a manager on three different
psychological issues; “ 1) Extreme time pressures to act 2) lack of clarity about
what is the best action to take and 3) an element of surprise” (Ying & Pheng 2014
p.34). But some view the crisis also as a managerial failure, which it can be, but in
many cases the source of the crisis is not managerial. If the crisis escalates and is
managed poorly, the effects of the crisis can be more severe for the organisation
and its stakeholders than a well-managed crisis would ever be. It is important to
understand, that even though the managements actions during the crisis draw
most of the attention, the relationship that a manager has established with the
media prior to any crisis affects the outcome and the view that the mass media will
have on the actual crisis situation. (Ying & Pheng 2014) Crisis management is not
therefore just strategies built in anticipation of a crisis or reacting to an ongoing
situation, but is a continuous process of managing relationship throughout the

operating environment of the company.
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Figure 2:

The Crisis Gap between Intended and Realized Strategies:

Severity of

Crisis

k4

Time

(Crandall et.al. 2010 p. 112)

As figure 2 illustrates, crisis due to their nature can seldom be managed according
to strategy laid down earlier. The problem with strategies is that in the time
between when the strategy is formulated and when it is executed, changes can
and will happen that could have an effect on the way the strategy should be
executed. (Crandall et al. 2010) Crisis management requires flexibility and quick

decision making from the managers that are in charge of the crisis management.
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A good example of this is a hotel chain in the Mediterranean are that experienced
a food poisoning outbreak in many of their 38 resorts and hotel. The company had
an extensive Crisis Management Plan (CMP) in place and they had even
simulated a similar event occurring just 8 months prior to the actual outbreak. After
the simulation some of the managers were criticised for not exactly following the

procedures laid down in the CMP.

When the actual crisis was taking place the ones that, in fear of their future
promotion, followed the plan “by the book” found that some quests were not given
the attention they needed. Also while a centralized communication via an Intranet
solution provided the headquarters with sufficient amount of information about
what was happening in the resorts it was the only allowed form of communication
and restricted the resort managers from talking to each other and thus limited
effective horizontal communication. The outcome of the crisis yielded both positive
and negative results for the chain. On the positive side communication to the press
was effective and meant that there were no big headlines about the outbreak, so
the company reputation in the eyes of the general public remained relatively intact.
Also none of the 176 infected guests required hospitalization, so initial treatment at
the resorts did their job efficiently. But on the down side the chain lost contracts
with some of the major tour operators, because their quests felt that they had not
received enough attention when becoming ill. Also many of the managers felt that
following the plan by the book had restricted from more efficient measures they

could have used to keep all the affected guests happy. (Paraskevas 2006)

An organization in itself is a complex structure and the bigger it is the more
complex it tends to become. The nature of a crisis is that it adds complexity to
complex. Due to this and the above mentioned example many researchers now
suggest a more non-linear approach to crisis management rather than a rigid
CMP. (Paraskevas 2006)
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Because of experiences like the one described above, complexity theory has
gained more popularity in explaining the ways an organisation actually handles
crisis situations. The crisis as a complex system requires the researchers and
managers to abandon traditional linear thinking patterns as they have proved too
rigid and oversimplified system in the time of crisis. (Ying & Pheng 2014)
Complexity theory applies very well into situations where a CEO takes initial
control over the communication process in the early phases of crisis rather than

relying on the hierarchical management and communication strategy.

Despite the complexity of the situation, there are tools for the managers to
understand how the situation could be dealt with. While the Enterprise Crisis
Management Framework was developed for the whole company, it can be applied
to managerial decision making as well, since the process factors are similar,
whether the situation is viewed from the point of a single top manager or the point

of the whole organisation.

Figure 3. Enterprise Crisis Management Framework

Preparedness

Sensemaking Solution Outcome
Development

D :Process factors
Community

Technology |:| . Contextual factors

(Chuang & King 2013 p.59)
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Figure 3. presents the enterprise crisis management framework that illustrates the
steps that lead an organisation to the best possible outcome from a crisis. The
process factors are those that the company and the managers can influence,
contextual factors are environmental factor that can influence the process during it.
Sense making in this context is the process where the organisation understands
the information it receives about the event and processes it so that it can take best
possible actions based on the information. This part of the process can also be
called as situational analysis. When an organisation understands enough of the
crisis they are facing, they have the tools to develop solutions to solve the crisis.
Outcome is the resulting performance of the organisation after the crisis has been
solved. The performance can be both financial, but also organisational. (Chuang &
King 2013) The framework was developed for organisations, but it can easily be
applied to CEO performance as well. The same contextual factors influence the
CEO during the crisis stage and sense making and solution development are just
as important on individual level as they are on organisational level. The outcome is
still the outcome for the whole company, but the outcome now is dependent on the
sense making and solution development skills of the CEO rather than the whole

organisation.

Especially important for a manager that has to deal with media, is quick
understanding of the two first process factors sense making and solution
development. Sense making consist of receiving and processing the limited
information available to a manager in the early phase of a crisis developing.
(Chuang & King 2013). While no-one expects that a CEO has developed a
complete solution to the crisis in the early hours after the crisis, she should have
developed a mind-set and a preliminary understanding of what she can tell the
media about the reactions and corrective measures the company has planned to
rectify the situation in the fastest possible way, without inflicting any damage to
people not yet affected by the crisis and by taking care of those that might have

already suffered directly or indirectly.
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Whenever a crisis hits, no matter how unpredictable, there are always voices who
shout “didn’t they have a plan?” No matter how sophisticated our society is, it is
impossible to have a readymade strategy for everything; natural disasters, freak
accidents and other unforeseen events. We are humans, we have emotions, and
there is no strategy for controlling all emotions. This is why companies should not
rely entirely on strategies, but leadership. And leadership is performed by key

personnel, humans. (Dezenhall and Weber 2011)

2.2.  Crisis communication

2.2.1. The communication process

Crisis communication is the first step that a company in crisis has to take. Crisis
awareness and preparation are exercises at best and can only replicate the actual
crisis situation. But when it comes to crisis communication, the first indications of
the crisis have already most probably reached the journalists and the long road to

recovery has started.

The Shannon-Weaver model of communication is one of the best known
communication models. The model helps to understand how the communication
process theoretically works, what the stages of the process are and which are the
likely points where communication can fail despite the best attempts to get the

message out as clearly as possible by the communicator.
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Figure 4. Shannon-Weaver’s model of communication
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(Source: http://communicationtheory.org/shannon-and-weaver-model-of-

communication/)

While the model in figure 4. itself is still very valid, it portraits an ideal situation
where after the feedback is received, the sender has the possibility to check that
the message received does indeed contain the relevant facts and that the receiver
has not misunderstood the core message. Unfortunately in crisis communication
especially, but in the modern information environment in general, reporters are

under huge pressure to get the story out as soon as possible.

This means that the company in crisis can rarely check the story before it is
published and noise as portrayed in the model can significantly affect the final
message that goes out to public. In crisis situations the noise can originate from
several sources. The journalists under pressure often rely on Twitter messages,
but there is no possibility to check their accuracy. Also former employees and
competitors might be willing to share their views with the press, even though they
have little fact on the matter to support their statements. The press is keen to get
the view of the victims in their stories, because those stories appeal to the general

public.


http://communicationtheory.org/shannon-and-weaver-model-of-communication/
http://communicationtheory.org/shannon-and-weaver-model-of-communication/
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2.2.2. Crisis communication specifics

While their view deserves to be heard, the victims view on the case as a whole is
both impartial and very limited in many cases. (Phillips 2013). To get as accurate
information out as possible, rule number one should be to get information out as
soon as possible. The sooner the company communicates, the better chance

there is that journalist will not rely on secondary sources.

Even though the crisis communication focus of this paper is on the process that
happens after a crisis has struck, it is important to note that effective
communication can also prevent crisis from occurring. Firstly some crisis could be
altogether prevented, if internal communication would be efficient and accurate
and reached all relevant employees at all times. Secondly, the more proactive and
reliable a company is in all of its communication, the more likely the media is to
portray the company as “the good guy” in a crisis situation or at least take a
neutral approach rather than a negative attitude towards a corporation. (Crandall
et. Al. 2010, Dezenhall and Weber 2011, Phillips 2013) A mistake that is repeated
is that while communication is active and efficient, it is only directed to the general
public in order to salvage corporate and brand image. While this is extremely
important, one should never forget to keep employees and other internal
stakeholders well informed of the situation. The internal stakeholders should never

have to rely only on news reports. (Regester & Larkin 2008)

Speed is of essence in crisis communication and the first hour has been deemed
as “the golden hour”. (Fearn-Banks 2011, Regester&Larkin 2008). The response
time also has a significant impact on how long it takes for the consumers to regain

confidence on the company or brand. (Vassilikopoulo et.al 2009)

But the company spokesperson might not have sufficient information at this stage.
However, “no comment” is always the worst answer any spokesperson can give to
the media, as it indicates that the company has something to hide. It is better to
say something like “I don’t have the information at the moment, can | get back to
you in 10 minutes?” Better still, it is not unusual that the reporters have little or no

knowledge on the company and its operations at the time of an accident.
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Therefore good crisis communication preparation is to have fact-sheet about
company and its different operations available for the media to buy some time to
collect the necessary information of the incident in question. (Fearn-Banks 2011,
Regester&Larkin 2008, Crandall et al 2010)

Crisis communication plans are good to have, but they often contain several faults;
Plans are often too theoretical which means that they are difficult to read and for
example values are not the thing a communicators should be reading about when
the acute crisis is happening. Plans can also be too detailed, in the time of the
acute crisis, there is simply no time to try and find out too detailed descriptions
about what to say exactly in this type of situation. But plans can also be too
general, crisis communication is not just about media relations, but there are so
many other stakeholders to take into account like authorities, employees,
customers and so forth. Plans can easily be outdated, it is a constant task to keep
contact information up to date as organisations evolve all the time. If the crisis
plans has been built using a ready-made model, it doesn’t take into account the
specific characters of the organisation. It is also important to remember that not
even the best plan can work, if it has not been practised. Especially ina global
corporation, the plans can be too centrally focused, one cannot expect that what
works in London, would work in Beijing, Stockholm or Los Angeles. (Karhu &
Henriksson 2008)

The plan should not contain too privileged information because that will limit its
availability in the organisation. Also it is very risky to have plan only on the intranet
of similar electronic storage. If the system fail as part of the crisis situation, the
plan is not accessible. If the plan is outdated, it doesn’t take into account the
requirements of modern on-line news environment and the enormous speed of the

internet and social media. (Karhu & Henriksson 2008)
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2.2.3. Crisis communication channels

Internet and social media are increasingly important medias and their importance
is still growing fast. But one should not be fooled into thinking that traditional media
could be ignored in the time of a crisis. In the USA alone, 98% of houses have a
TV and the number is equally high in other parts of the world as well. (Fearn-
Banks 2011). News conferences should be held and it is important to give the
television stations one-to-one interviews in front of the cameras after the
conferences. While there is a temptation to rely on the power of numbers, a
company should restrict the number of people representing them in news
conferences. (Fearn-Banks 2011, Regester&Larkin 2008) The few ones, or ideally
just the spokesperson, representing the company should be so well prepared with
all the information available for the company provided by the individual experts
that they should not be forced to trust on the experts’ presence in the conference

anymore.

The use of social-media and internet on crisis communication has been studied
very little, but some theories exists like the networked crisis communication model
(NCC) and social-mediated crisis communication model (SMCC). Both have
mostly concentrated on the effects the media has on the messaging, but they do
not take into account very well the message itself. (Fisher Liu & Faustino 2014)

Social media use should be considered as an integral part of the overall crisis
communication package, not as a separate entity. If the crisis faced is large
enough, a separate section on the company internet site should be devoted to
providing up-to-date information for the media and all involved. This would allow
the media to re-check their facts without the constant need of being in contact with

company representatives.
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Facebook and Twitter are good sources for transmitting short information and
especially in redirecting people to the company website, where more detailed
information is available. A study by Sweetser and Metzgar (2007) showed that
blog texts are perceived as more reliable, than official company publications during
crisis. A blog, where a manager can use a more personal sounding text is a great
opportunity to make a company in crisis more approachable and give the image of

a personal care for the victims and stakeholders involved.

Blogs and social media can also present efficient channel for answering questions
that customers may have, which are not urgent enough to require a telephone

hotline.

2.2.4. CEO as crisis communicator

But communication in crisis situation is not just about what is communicated, but
who communicates. A popular view is that a company in crisis especially needs a
face and that face is very often the CEO. People relate more easily to people than
to facts or analyses. Strong leadership requires the ability to make decisions even
with incomplete information. (Dezenhall and Weber 2011) But using a CEO, even
a celebrity CEO, poses some risks. First of all, she might not be the person who is
best informed about the reasons and actions behind the crisis situation and thus
may even be a source of false information. A reassuring CEO will imply that
despite the crisis the leaders are in control. But stress affects every human being
and under stress statements made might not be as well weighted as they would in
normal situation. If the communication is interpreted for example dismissing the
sufferings of those involved it may discredit the whole crisis communication efforts.
(Karhu & Henriksson 2008). Celebrity status on a CEO affects the whole image of
a company. If crisis communication by a celebrity CEO is mishandled, the entire
goodwill that a celebrity CEO creates to the company may be destroyed in a
matter of hours. Thus it may be wise to consider, if a spokesperson in crisis
situations is someone else and the celebrity CEO can come to rescue a bit later

and even enhance this status.



28

2.3. Crisis Outcome

The crisis can have several outcomes for the company that faces the crisis. The
worst case scenario is that the crisis is so severe that it will take the company out
of business altogether. This is a rare outcome, but entirely possible. A more
common outcome is that the company will suffer a decline in sales. The length of
the decline is highly dependent on how the company will successfully handles the
crisis communication. At best, the decline is very temporary, but in worst case the
decline can take years, even be permanent. The decline in sales will usually also
result in a decrease in the value of the company’s stock price. This decrease is
almost directly dependent on the recovery of the sales. The outcome of a crisis is
to some extent always a dent to the brand image of the firm. The extent and depth
the crisis will have on the brand image is also based on how the crisis
communication process succeeds. In the best case scenario a crisis will have little
or no effect. This is unlikely, but if the crisis is deemed to be minimal, receives little
or no press coverage or the company is able to keep the consequences internal it
is possible that the organisation will get the benefits of learning from the mistakes
made without it effecting the business side of things at all. The crisis may still have
internal ramifications that can still affect the future performance without the

stakeholder ever realising what caused the turmoil.

Percy (2008) suggests that corporate image is only one of the three components
that combined together form a corporate brand. The other two are corporate
identity and corporate reputation. In the crisis management literature corporate
image and reputation are often used interchangeably to describe the same thing
as Percy’s corporate brand. For the sake of clarity, this paper will use the term
image to describe the associations that stakeholders have on the company. It is
the authors’ opinion that corporate image is more suitable, because brand is often
related directly to the products they are offering. There exists however several
companies who have a large brand portfolio, and none of the brand names are
directly associated to the company name. This approach can also protect the
corporate image in the cases when one particular brand in the portfolio suffers a

crisis. Corporate image can suffer many kinds of blows.
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Corporate image is one of the most important intangible assets they hold and
protecting it should be very high on the agenda all the time. The disposable
income of consumers in markets that have barely existed previously is increasing.
This paves the way for multinational brands to offer their products and services to
customers all over the world. This increases the importance of a brand image and
increases the likelihood of attacks on the organizations that hold these brands
potentially affecting their reputation. This can also be linked to the rising activity of

anti-corporate groups. (Greyser 2009)

Usually the crisis are the results of an accident, malpractice, poor management or
negligence. But consumer- or activist groups can also launch attacks or corporate
image that are without merit, but can cause big damage before the company can
rectify the accusations. And even these unmerited accusations should be handled
with the same seriousness as any crises, because perceptions are more important
than the reality and many times a corporation is responsible as long as it thought
to be possible that it is responsible. (Benoit 1997) With that in mind, companies
should remember that when they genuinely know they have done nothing wrong in
the case they are accused of, offence could be best defence. (Dezenhall and
Weber 2011) Defence is often interpreted as a sign of weakness or guilt and when
the facts are on your side, attacking the attacker can produce far better results
than defensive manoeuvres. It is however important to remember, that companies
should avoid denying responsibility unless they are 100% sure that they have
done nothing wrong, because a company in denial is easily perceived as avoiding
their responsibility. (Siomkos 1997)

The image of the company is the result of a long term marketing communication
activities that project the image to external stakeholders.(Percy 2008) This notion
is supported by research that well-known companies that have an established
image, can usually recover much quicker from crisis than smaller, less reputable
companies. (Siomkos 1999) It takes a lot bigger scandal to destroy a strong image
that has been established and strengthened for years, maybe decades through
various marketing and communication activities than it takes to ruin a much less

weaker one.
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But it also means that a corporation, whose image has been dented in a scandal,
is much more vulnerable to new crisis and must pay extra attention to crisis
prevention activities after the initial crisis has been resolved. This is supported by
research, which indicates that the perceived corporate social responsibility (CSR)
affects the way consumers perceive a company’s actions during a crisis. Positive
or even neutral CSR-image makes the consumers to interpret the actions the
company take in a rather positive light. But if a corporation has a negative CSR-
image before the crisis, their actions are viewed in highly critical fashion. (Klein
and Navar 2004) Corporate image is not the only factor affecting how people react
on product-harm crisis. Using Hofstede’s famous research on cultures, it was
found that cultures that have high uncertainty avoidance react more strongly to
product harm crisis, than people in the countries where uncertainty avoidance is
low. Also, women tend to feel more vulnerable after hearing about product-harm
crisis than men do. (Laufer & Coombs 2006)

According to Benoit (1997) there are several image restoration strategies than a
corporation in crisis can adopt: denial, evasion of responsibility, reduce
offensiveness, corrective action and mortification. Denial is naturally an event
where the company categorically denies they have done what they are accused of,
but denial can also be in the form of shifting the blame to another operator.
Evasion of responsibility can mean for example that the company the event was
an accident or that they acted in good faith or had good intentions. Reduce
offensiveness means that company performs actions that try to minimize the
original misconduct, such as a clean-up after a natural disaster The company can
try and claim that what they have done is minimal compared to what others in
similar situations have done, blame the accusers or finally compensate to reduce
the effects of the event. Corrective action is simply the company promising to do
everything in their power to prevent such disaster ever happening again. Finally
mortification, where the company begs for forgiveness of their wrongdoing. (Benoit
1997)
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Apologia is a concept widely used in crisis management literature. It is often
confused to apology, which would be closer to Benoit's mortification. But apologia
actually means self-defence, and since corporations have a reputation that is
valuable to them and warrants protection an attack on the reputation it demands a
defence - apologia. Because a CEO is ultimately the representative of the
institution and the primary cause for any wrongdoing, which is the person who
should be the leader of apologia, in which ever form it is conducted. Attribution
theory posits that in unexpected events, people seek explanations for the causes
of these events. Marketing researchers were the first ones to connect this theory
to crisis. (Coombs et.al. 2010) This supports the notion that image restoration is
strongly connected to efficient crisis communication. People want to hear reasons
and explanations as much as they like to hear what the corrective measures are
and how the company expects to compensate those who have suffered. And
because the CEO is the face and highest representative of the company, the
message is most effectively communicated via her. The effectiveness of apology is
often in the research compared to denial or a similar tactic that uses excuses to
downplay the incident. But apology is a tactic that has a high concern for the
victims, while the denial related tactics have not. Instead the effectiveness of
apology when compared to sympathy or compensation seem to be equally
effective. (Coombs & Holladay 2008). So the question is not should you apologise,
but what is the most effective way in getting your apology message through to the
stakeholders.
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2.4. Celebrity CEO’s

A Public person’s image is based on the judgements of the public. These persons
have often taken time to build their public image. The most successful ones are
those who are perceived as honest and open in the eyes of most people. These
images have often been built during the times when there have been no crisis. But
a crisis situation is when their true nature will shine through. The celebrity status
can easily make public forgive mistakes and the loss of reputation is merely a
nuisance and a temporary hick-up. But a celebrity status also puts a person under
a magnifying glass and people enjoy bringing a celebrity down from the platform,

so publicity can always be a two bladed sword. (Fearn-Banks 2010)

The first celebrity CEO’s were the wealthy businessmen from the 1920’s until the
1950’s. Names like Rockefeller, Vanderbildt, Astor and Carnegie dominated the
American economy by creating huge empires sometimes using controversial
methods. (Sanches 2011). After their companies were either split or began to be
traded publicly instead of being family owned businesses, their names
disappeared from the press. In countries like Finland there still existed the
phenomenon of Patrons running big companies until the 1960’s, some examples

include Wallden, Herlin, Ratia and many more.

The notion that businessmen could be celebrities all but vanished during the
1970’s and 1980’s until it started to emerge again in the late 1980’s The trend of
celebrity CEO’s is still going strong and names like Branson, Zuckerman, Bezos,
Gates and Jobs are known all over the world. These men resemble the names of
the first celebrity CEO’s in the way that they have also created their own
businesses virtually from scratch. But even hired CEQO’s like Lee lacocca can

achieve celebrity status in the modern world.
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Hayward et al.,(2004, p. 639) define CEO celebrity as a circumstance arising
“when journalists broadcast the attributions that a firm’s positive performance has

been caused by its CEO’s actions.”

Figure 5. Four types of CEQO’s

High
Scoundrels Icons
(e.g., Leona Helmsley, (e.g., Mary Kay Ash,
Kenneth Lay) Warren Buffett)
CEO Fame
Silent Killers Hidden Gems
(e.g., Harding (e.g., Anne Mulcahy,
Lawrence, Robert Wegman)
Lee Scott)
Low
Low High

CEO Reputation

(Ketchen et. al 2008)

The nice thing about being a celebrity is that
when you bore people, they think it’s their fault.

- Henry Kissinger

The icon CEO combines style and substance in the execution of his or her job
responsibilities and have fame and largely positive image such as Bill gates and
Warren Buffett. The scoundrels are famous, but they have performed actions that
are either illegal, unethical or have just caused the firm a lot of harm financially or

otherwise.
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The hidden gems are CEO’s who perform well but stay relatively unknown for
others except the people inside the company or the direct competitors. Silent
killers in most cases perfume similar harm to the company than the scoundrels,
they just stay out of the public eye and manage to inflict more harm than the
scoundrel whose actions are more closely monitored because of their fame.
(Ketchen et. al 2008)

So what makes a CEO a celebrity and why has this phenomenon become so
huge? Mass media creates celebrities. With the rise of internet and social media
more people have access to news stories from all around the world. This has also
meant that journalists have a need to publish news faster. It has resulted in less
time to study the reasons behind the news and in business it means less time to
understand the real reasons behind a company’s success. It is much easier to just
attribute the success to the actions taken by the CEO. (Heyward et.al 2004) And
when the picture is painted so that the actions of one person are the reason for the
success, it is through these actions that the general public will view this person as
a hero and they become celebrities. Simplification often also leads to
exaggeration, so CEQO’s role in the actions taken by the firm are often perceived to

have larger implications than they really have. (Heyward et.al 2004)

A celebrity CEO is an intangible asset to the organisation. Hiring a celebrity CEO
can increase stock price, the organisation can adopt the image of the CEO and
show that the organisation is moving to a new direction. It can also boost the
morale of the employees and increase their motivation to aim for better
performance and thus help the entire company to achieve better results. (Ranfit
et.al 2006)

Celebrity CEQO’s can also become victims of their perceived image. If one has
become known for her actions in streamlining a company in financial distress it is
automatically thought that if she moves to another firm, she will do similar
decisions in the new company. This can create stress to employees and
stakeholders even if this claim has no true bases and the CEO is hired to do
something totally different.
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Also when a CEO is a celebrity, her private life is scrutinised carefully and if she is
to say perceived as a risk taker in her private life (doing skydiving or similar action
packed hobbies) it is automatically transferred into her working life that she is a

risk taker there as well. (Heyward et.al 2004)

In gaining a celebrity status the CEO exposes herself to several risks. When
journalists hail one person’s achievements, others in the organisation who have
contributed their knowledge and talent can feel that their work is not appreciated
and want to move elsewhere. Also if the CEO really believes all the hubris created
in the press, it can lead to overconfidence. While overconfidence can enable
people to do things they wouldn’t normally attempt it can also lead to unnecessary
risk taking that can potentially harm the company and the reputation of both the
CEO and the whole organisation. The celebrity status also poses risks for both the
organisation and the individual with the celebrity status. If this person acts in and
illegal or unethical manner, the organisation is likely to receive more negative
publicity than they would have otherwise. The celebrity status also usually means
increased compensation for the CEO and that can be a liability in many ways. Also
the celebrity status tends to grant the CEO more freedom and they can make
decisions that will deviate from the norm and there is the risk that these decisions
are motivated by gaining personal benefits that are not necessarily in the interest
of the organisation. (Ranfit et.al 2006)
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3. Research methodology

The research was conducted using multiple embedded case method. The reason
for this, was that the phenomenon of celebrity CEQO’s actions requires this
approach, as a single case analysis would not be able to provide patterns that may
arise from investigating more than one CEO’s actions. The case study method
investigates a contemporary phenomenon within its real-life context when the
boundaries between the phenomenon and content are not clearly visible. It also
forces you to understand the actions taken realistically in the environment they
have taken place in. (Yin 1994 |, Koskinen et.al 2005) As the phenomenon of
celebrity CEQO’s in crisis situation is relatively new, case study which is often
explanatory and exploratory fits this research perfectly. (Saunders et.al 2009) A
case is a specific situation in a social setting. And the social situation in this
research is a crisis and celebrity CEQ’s action during crisis situations, it required
multiple cases, a comparative design. (Lee & Lings 2008)Figure 4. lllustrates the

process that took place during the design and execution of the study.

Figure 6. Multiple case study method

«——[Define and Design |, < ( Prepare, Collect, and Analyze | _____, .(Analyze and Conclude],
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(Source: http://qualitative.wdfiles.com/local--files/case-study-research-25apr-

jib/case-study-method.jpg
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The choice to use documentary secondary data was the only logical one as the
cases involve large multinational companies, conducting interviews or observing
would be too expensive and almost impossible to execute. Also as the study
intends to measure the effects of the decisions some distance to the subject is
necessary, interviews are subject to changes in remembering the case and can be
strategically biased. (Koskinen et.al 2005). Secondary data also allows the
researcher to analyse far larger data sets and give him more time and effort to
analyse and interpret the data. Other advantages of secondary data collection are
that it can result in unforeseen discoveries and the data is permanently available
and open to public scrutiny. (Saunders. Et.al. 2009)

The cases were carefully chosen using purposive sampling. The purpose was to
select cases that are relevant to the research questions. (Lee & Lings 2008). The
other criteria was to find cases that are fairly recent and provide the reader with
interesting examples and are related to modern business world and the operating
environment of the companies today, but keeping in mind that as Yin (1994) said,;

“Every case should serve a specific purpose within the overall scope of the inquiry”
(p. 45)

Four cases were chosen for the study. What these cases have in common, is that
in all of them accompany had a celebrity CEO and was faced with a crisis
situation. The situations were different and so were the approaches of the CEO’s
to the situations. All the CEO’s had a different background which is supposed to
have produced different outcomes. The cases produced contrasting results for
predictable reasons, Yin (1994) calls this a theoretical replication. This set-up is
designed to pursue two different patterns of theoretical replications and contains
ideally four to six cases. (Yin 1994)

The material for three of the cases was collected from numerous business journals
and several internet sources and pieced together by the author. There was
hundreds of pages of material. We must bear in mind that as the material was all
from secondary sources, it is only public information that is available and the
internal communication was not available to this research. The Virgin case has
been presented by Regester & Larkin 2008, but analysis of the case is the work of

the author of this paper.
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The data was analysed using both deduction, which is analysis based on existing
theory as well as using induction utilising the data from the cases. As the existing
theory is mainly based on the actions of an organisation rather than individuals,
the author had to inductively apply the results to support the research problem of
finding out what are the actions of a celebrity CEO in the crisis communication

process that affect the crisis outcome of an organisation that has a celebrity CEO.

The researcher analyzed the data using ethnographic content analysis.
Ethnographic content analysis is a qualitative method using a grounded theory
research design that is designed to analyze secondary data. (Altheide 1987)
Therefore qualitative researcher use ethnographic content analysis to document
and understand the communication and meaning of behaviour, as well as to verify
theoretical relationships. Similar to other grounded theory approaches,
ethnographic content analysis entails constant comparison between data and
theory. (Altheide 1897)

The data was coded as presented in table one. Each component of the theoretical
framework was given points, based on what each of the article described the
performance of the CEO, or if not the performance directly, then the action taken
by each individual CEO.
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4. CEO’s role in handling a crisis

4.3. Pekka Pera and Talvivaara environmental and financial crisis

Pekka Pera might seem like an unlike candidate for a celebrity CEO, he is a
middle aged engineer, who has worked his whole career as at mining. But he has
become a celebrity, both in Finland and in the mining industry. Why has that
been? He himself explained it best: “| have been able to break free from my
engineer mindset to understand that figures don’t sell, good stories will” (Heikkinen
2007). And good stories have surrounded Talvivaara and Peré from the beginning.
The story of how the company was started is a good example of that. The well
published story tells that he acquired the mining rights from Finnish mining giant
Outokumpu (where he had worked his whole career) for just one Euro. What make
the story even better, is that he says he bought the one Euro coin that he used to
make the payment back from Outokumpu for 2 Euros. While the story has some
truth to it, he forgets to mention that Outokumpu also got a 20% stake of the new

company as well. (Heikkinen 2007)

His storytelling ability and down to earth image has been a major contributing
factor that he was able to convince the authorities in Kainuu region to support his
project and build infrastructure and give him grants for the massive operation. But
the good story has also landed Talvivaara hundreds of millions in investment.

The company was lucky to hit the London stock exchange when nickel price was
at its premium, but still, the good stories were the ones that made it all possible.
(Heikkinen 2007). For these resons Pekka Peréa can be qualified as a celebrity
CEO. In the Ketchen et.al (2008) qualification presented in figure 5, Perda was an

Icon, but after the recent events at Talvivaara, he is now a Scoundrel.
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Talvivaara mining company was founded in 2003 by Pekka Perd. He acquired the
mining rights for nickel production from Outokumpu Ltd. for just 1 euro. After
securing funding of hundreds of millions of euros from Finland and by listing to the
London stock exchange the company started production in late 2008
(www.talvivaara.com). Pekka Pera still owns about 23% of the company. In
November 2011 Perd announced that he will step down as the CEO of Talvivaara

but remained as the chairman of the board. (www.taloussanomat.fi (1)) This

change was finalized in April 2012. In the fall of 2012 the company faced a serious
environmental crisis when waste waters leaked to nearby rivers and lakes in large
quantities. The environmental crisis led to production difficulties and this
jeopardized the company’s financial state. After this it was announced that Harri
Natunen, who had replaced Pera as the CEO would resign only after 8 months in
the office and Pera would return to active CEO duty for a limited time to solve the

crisis. (www.taloussanomat.fi (2))

On 7 November 2013 Talvivaara held a webcast to announce their Q3 results. For
the surprise of many, it was not Mr. Pera who held the webcast, but instead CFO
Saila Miettinen-Ldhde was in charge. (Mattinen J.) In a normal operating
environment this would have been fine, but as the company’s future was in
jeopardy, many journalists questioned why Mr. Per& himself was not present. More
fuel was added to the flames, when Mr. Perd cancelled several interviews with TV-
and Press that had been prearranged several weeks ahead. Pekka Pera stated
that he was busy in negotiations with investors to secure more funding for the
troubled company. (www.aamulehti.fi)

While the explanations of Mr. Per@’s absence were sincere and understandable,
they still caused a lot of speculation on the media. What the company failed to
understand was that especially in Finland where tens of thousands of households
own Talvivaara stocks, the company is very much same as Pekka Pera. When the
face of the company is not present when big negative news are published, many
lost their faith in the ability of the company to survive. Talvivaara thus was
exposed to a lot bad publicity following Mr. Pera not showing up in front of the

press as promised.


http://www.taloussanomat.fi/
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Only a week after the PR-disaster the company announced they had filed for a
corporate reorganization under the Finnish Corporate Reorganization Act.
(www.metabulletin.com)The company has also been able to acquire more funds
through rights issues, but their operations are yet to resume to normal and the
future of the company is still in jeopardy. (www.reuters.com) The PR-disaster
created by Mr. Pera not being available to the media is not a cause for their
problems, but it fueled more bad press towards a company that was already under
scrutiny because of the environmental problems. And bad press has not helped
the restructuring and gathering of additional funds that the company so
desperately needs. Had the company understood the status of Mr. Pera as a

celebrity CEO, the outcome would have been very different.

Figure 7. Talvivaara timeline
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4.2 Richard Branson and the Virgin Train Crash

Richard Branson is clearly a celebrity CEO, but how has managed to become
one? Born in 1950 to a what could be described a middle class family, he has
created his current wealth from scratch. But it is not just his entrepreneurial skills
that have earned him the place as a celebrity CEO, it has also been a great story
and his ventures outside business that have made him so famous. He suffered
from dyslexia and dropped out of school at the age 16 to start a youth magazine
called “Student”. Later he founded a mail order company called Virgin and
continued by founding Virgin record store to London. Virgin later became a record
label and was able to sign names like Rolling Stones and Genesis. Branson
became a millionaire by the age of 23. He continued his business expansions with
Voyager travel company and Virgin Atlantic airline. Currently the Virgin Group has
over 200 companies in over 30 countries. The empire includes a mobile operator,
luxury resorts and a train operator. But he as well known for braking the record in
crossing the Atlantic by a speedboat, crossing both the Atlantic and Pacific oceans
with a hot air balloon and planning the first commercial space ship. And his family
members are now celebrities as well, both his children’s marriages were major

news in the tabloids. (Stone 2014, www.biography.com (1)) In the Ketchen et.al

(2008) typology presented in figure 5. Branson is clearly an icon.

“On the evening of Friday 23 February 2007, a Virgin train travelling from London
to Glasgow derailed and crashed at Grayrigg, near Kendal, killing one person and
injuring five. The train was travelling at around 95 miles per hour and was carrying
about 120 people. Eight out of nine carriages derailed and slid down an
embankment .Virgin train immediately suspended services between Lancaster and
Lockerbie, providing replacement buses. By Sunday, Network Rail had passed
safety checks on 700 points across the country that were similar to the ones
suspected of causing the crash. Early speculation was rife that the railway line was
to blame, with both Bob Crow, the Rail, Maritime and Transport Union leader, and
Sir Richard Branson saying that the site investigators had suggested that points

failure was to blame.


http://www.biography.com/
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John Armitt, chief executive of Network Rail, which manages the UK railway
infrastructure, said immediately after the crash: “| have to live with the reality that it

could be something that has gone wrong on our watch”.

On Monday 26 February, Network Rail announced that the suspected set of points
was in fact the cause of the accident. One of the stretcher bars was not on
position, two were fractured and bolts were missing. It also said there was no
evidence that the train was a contributing factor. John Armitt said that he would not
resign because he did not wish to “abdicate his responsibilities”. Network rail
stated that a monthly maintenance check of the points was carried out on 3
February, and at least one weekly visual check should have been done since then.
Every 13 weeks a major maintenance check takes place, and every year points

are dismantled and rebuilt.

The last time an accident occurred due to industry error was the Potters Bar, north
of London, crash in May 2002, which evoked similarities with the Virgin crash. At
the time of Potters Bar, track maintenance was contracted out to private
companies. After the disaster, Network Rail decided to take the maintenance back
in-house. Louise Christian, the solicitor who represented the families and victims
of the Potters Bar crash, called for a public inquiry into the Virgin crash instead of

a inquest, to find out “why the lessons haven’t been learnt”.

Train services on the line resumed on 11 March after rail workers had replaced
1000 yards of track and overhead power lines. Virgin Trains has since said that it
contacted Network Rail months before the crash, warning of the deterioration on

performance of track repairs.” (Regester & Larkin 2008).

Sir Richard Branson, the founder and Chairman of the Virgin Group immediately
cut his family vacations short and rushed to the accident scene to greet
emergency personnel and visit injured passengers in the hospital. He also gave
several interviews on the scene, praising the heroic efforts of the train driver who
stayed at his seat trying to steer the train until the end. He also hailed the rescue
workers and pointed out that the new trains Virgin Rail operated were much safer

than old trains and this had contributed to the low number of casualties.
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While he was quick to point out, that the accident was not the fault of Virgin Rail,
rather than blaming the Network Rail directly he pointed out that Virgin Rail and
Network Rail should work closely together to prevent such incidents from occurring
in the future. (Regester & Larkin 2008)

Richard Branson’s handling of the crisis was hailed all over the news media, both
immediately after the incident as well as when some time had passed. For
example “The Independent editor-in-chief Simon Kellner described Branson’s
handling of the crisis as ‘genius PR’. He added that ‘Branson took the story away
from being an institutional and public disaster and made it one about the heroism

of the train driver.” (www.communicatemagazine.co.uk) His approach contained
several risks, but they paid off and there was no significant report of loss of
passengers after the accident. Virgin rail has since expanded its operations in the

UK, taking over more lines.

Figure 8, Virgin train crash timeline
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4.3 Mary Barra and GM’s Ignition switch problems

There is no question about it now, Mary Barra has very rapidly risen to a celebrity
CEO status. She started to work for GM 34 years ago as an intern and has worked
her way up to become the first female CEO of a major automaker. (Higgins &
Urstadt 2013) She has been described as never being the smartest engineer, but
her people skills were what has earned her a place where she is now. She was
spotted at GM early on as a talent and the company offered her the chance to do
MBA at Stanford. She has headed many successful projects at GM, so her rise to
the top was no surprise. (Durbin and Krischer 2013). Many have thought that her
appointment as a CEO was an excellent PR-stunt by GM, made just before the
company was to face yet another crisis, this time with huge recalls because of the
ignition switch problems. Christy Glass who has researched the phenomenon of
companies hiring women and representatives of minor groups to CEO’s says “It's
not surprising she was promoted now,” Glass said of Barra. “Here’s a woman who
is clearly exceptionally capable, but when is she promoted to CEO? Right before
this crisis hits.” (Berman 2014) She also said that companies are likely to hire their
first female CEO when they know trouble is coming and that oil giant Sunoco did
just that and the hiring of Yahoo CEO Marissa Mayer is part of that phenomenon
too. (Berman 2014). Whatever the reason for hiring her was originally, Barra has
so far proved that she can a good job in rescuing GM from the recall crisis and she
has jumped from a Scoundrel to an Icon in the Ketchen et.al. (2008) typology
presented in figure 5.

General Motors, founded in 1908 is the largest automobile manufacturer in the
world by the number of cars sold. GM operates in all continents and has several
brands, most known are Chevrolet, Buick, Cadillac, Opel, Vauxhall and Holden.

(en.wikipedia.com (3))
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In December 2013 came the news that starting from 15" January 2014 Mary Barra
would become the CEO of General Motors. GM had had three CEO’s in the
previous four years, so that was not surprising, but the fact that she was the first
female director of a major car manufacturer really made the headlines all over the
world. (Bennett & Murray 2013)

Although she came from within the company, where she had worked on numerous
executive positions before, her name was not well known outside the company.

But after the announcement, she became an instant celebrity.

In February 2014 GM announced that it would recall approximately 28 million cars
worldwide due to faulty ignition switches that unintentionally rotated, resulting to
the possibility of the airbags not deploying in a crash situation. These faults are
reported to have caused at least 13 deaths and several serious injuries. (Kelley
2014) What is worse for GM, the faulty ignition switches may have been in some
of the cars for more than a decade. (Basu 2014) General Motors have been in
serious financial problems for years, and now the company is accused of having

concentrated on cut-offs and streamlining of business rather than on safety issues.

She certainly hasn’t enjoyed the easiest of starts for her career as the CEO, as the
announcement of the deaths and major recalls came just a month after she had
been appointed to her position. While the fact that she was new to the position
may have protected her from demands to be fired, it was her public appearances
that really turned the tables in her favour. When the news first broke, she was
quick to apologise to all the victims and those influenced by the faults. (Greyer
2014)

In the congressional hearing in April she again apologised, announced big
changes to be made in the way the company would be managed and also major
reorganization of the people in charge of safety and reliability. (Greyer 2014)
Although she had been with the company for years, she managed to convince
people that she had not known of the cover-up and that she was the one who
would change the company’s way of operating. Despite of being hit by a crisis
almost immediately, she became a celebrity and well-liked by consumers

immediately
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4.4 Tony Hayward and BP’s Gulf of Mexico disaster

Interestingly enough, Tony Hayward became the CEO of BP after his predecessor
Lord Byron was forced to retire because he tried to prevent press from releasing
stories about his sexual orientation and lied under oath about his relationship to a
man. Hayward since his appointment was a fairly invisible CEO until the
Deepwater Horizon disaster forced him step into the limelight.

(www.biography.com (2)) His in the limelight was brief and highly controversial, as

his efforts to downplay the effects of the accident failed miserably. Tony Hayward
was from 2007 till 2010 what could be described as a Hidden Gem in the Ketchen
et.al (2008) CEO typology. During the crisis he shifted from that to being a Silent

Killer and he was very quickly fired from the CEO position altogether.

BP is the sixth largest energy company in the world, previously known as British

Petroleum. (www.en.wikipedia.org (1)) In April 2010 there was a massive

explosion on an oil exploration rig called Deepwater Horizon operating on the Gulf
of Mexico. The rig was leased to BP and owned operated by Transocean. The
explosion claimed 11 workers lives, but 115 were rescued from the rig. On the
next day after a fire that lasted over 24 hours the rig sank. A few days later it was
discovered that the safety equipment at the seabed had not worked properly and
crude oil was leaking into the ocean at the rate of 1, 3 million litres per day.
Because of damage caused by the explosion to the blowout valve, it took 5
months before the well could be sealed and no oil was spilling to the water
anymore. The accident become the largest oil contamination natural disaster in the
history. (www.en.wikipwdia.org(2))

Tony Hayward, a geologist had worked his whole career at BP. He became the
CEO of the company in 2007. He was relatively unknown until the Deepwater
Horizon accident. After the accident he stepped to the public and gave several
interviews. But as it turned out, he was not very used to being in front of TV-
cameras. He and the whole BP communications department made the initial
mistake of downplaying the accident, even saying that there was no danger of oil
leaking into the ocean. To add to his misery, he was photographed enjoying a

yacht race while the rescue operations at the sea were going on.


http://www.biography.com/
http://www.en.wikipedia.org/
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The initial denial and comments like “it's very tiny amount of oil in a big sea” and
trying to shift the blame to subcontractors like Transocean and Halliburton
(responsible of cementing the drilling hole) coupled with his lack of media skills
made BP look even more guilty and very bad in public. He was even recorded
saying “I want my life back”, which made those people whose lives and
businesses were heavily affected by the spill feel that BP was not taking their

sufferings seriously. (www.biography.org)(www.telegraph.co.uk)

The disaster had big consequences to both BP and Mr Hayward. The clean-up
alone is estimated to have cost BP up to 90 billion US$, and the PR-campaign to
regain their brand reputation cost another hundreds of millions. Mr. Hayward was
fired from his position in July 2010 but his reputation as a leader has never
regained and protesters have threatened to launch boycott campaigns towards

any company that would hire him. (www.biography.org)

Figure 10., Timeline of Tony Hayward at the Deepwater Horizon oilspill
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4.5 Cross case analysis

In the crisis communication literature much emphasis is put on what has been said
and done, but very little on who said and what are the effects of the
spokespersons position and how does that affect the crisis outcome from both the
financial point of view of the corporation and the organizational effects on crisis
handling. In this section the purpose is to try and answer these question via the
research questions and theoretical framework laid down earlier based on the

cases presented above.

In the Talvivaara case we can see clearly the effects of poor judgement by a
celebrity CEO at the time of the crisis. Mr. Pera set his priorities in the financial
negotiations to secure funding for the company. He failed to execute quick
decision response, but decided to remain in his prearranged schedule instead of
responding to the poor results figures that coupled with the environmental
scandals experienced earlier resulted in much more media hype around the
company than he probably had anticipated. He gave the impression that the
situation and the anxiety experienced by minor shareholders and the people living
in the area that was polluted was indifferent to him. The perception of indifference
is the single largest contributor harm in the aftermath of a crisis, the company is
not easily forgiven if they seem not to care what happened. (Garcia 2006) So to
summarise, Mr. Pera failed to make a successful quick response decision, which
lead to the crisis being exposed to more media scrutiny and bad publicity to

continue.
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In terms of resource mobilization, the failure was of course that wrong
spokesperson was nominated to handle the publication of the bad news on the
financial front. But what the company didn’t realize was that while CFO is a logical
choice to be presenting Q3 results, the interest in the company and its future
stretched far beyond the one quarter results that were the main purpose of the
webinar. But the effects stretched far beyond that. The flood of requests to
interview Mr. Perd, the speculation of his whereabouts, the inability to answer
guestions about the future of the company and the environmental situation led to
added stress on the whole organization. People whose main task would have
been to handle the operational aspects, both at the site regarding the
environmental issues as well as the financial people and sales people to handle
the difficult situation were instead forced to handle media pressure that should
have the sole responsibility of the CEO at that moment. This created a situation
where the company was not able to get on with business fast and effectively.
Effective crisis response has direct impact on a company’s productivity, demand,
stock price and other quantitative measures of success. (Garcia 2006) So the
inability to mobilize resources effectively lead to longer if not permanent fall of all
these attributes for Talvivaara.

The negative impact on information flow is clearly visible on this case as well. The
press was not receiving the information they were looking for, the CFO was not
prepared to answer any other questions than those relating to the Q3 results. The
company as a whole failed to recognise that they were in fact facing a crisis
situation. Instead they tried to move on like it was “business as usual”. When a
crisis involves the integrity of the organisation, the CEO needs to step up in order
to give the organisation a strong responsible face. (Lucero et.al 2009). Talvivaara
and Pekka Pera had not understood how weak their reputation was and how
important it would have been for the CEO to step up and reassure all stakeholders

of the measures the company was going to take in order to rectify the situation.
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The Virgin train accident case was a sudden accident that could not have been
predicted. However it should be remembered that the Virgin group had a long
history in operating in transport industry both an Airline and a train operation
(www.biography.org(1)). These are both subject to accidents that receive huge
amount of publicity because they have the potential to injure or kill hundreds of
people at the same time. Richard Branson and Virgin were therefore in some level
at least prepared that something like this could happen. Branson himself told on
the interview, that “I have been in the transport business for 25 years and

fortunately have not been in this situation before” (www.youtube.com)

Sir Richard Branson made several quick decision responses as soon as he heard
about the accident. First of all he decided to cut short a family holiday in the
Caribbean’s to travel to the accident site in UK and lead from the front. He
demonstrated to the media and general public that he took a personal interest on
the matter and that gave the impression that Virgin is a company that truly cares
about its customers, even in difficult situation. Mr. Branson also gambled
somewhat in the very early stages by boldly stating that the accident was not the
result of any wrongdoing from Virgins side and that the robust new trains and the
heroic efforts of the train operator were in fact contributing towards so few
casualties. (www.youtube.com) This was of course a huge risk as there was no
official inquiry done on the cause of the accident and it could have backfired,
should there have been any indication of a failure from Virgin’s part. Then his
comments could have been interpreted as evasion of responsibility. If the
speculated cause proves to be incorrect, it will be taken as a deliberate attempt by
the organization to hide the true facts, in other words seen as a cover-up.
(Regester & Larkin 2008) More importantly, responsibility issues are often settled
in court (Siomkos 1999) and blaming some other party wrongly can result in big
compensations to be paid.
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Mr. Branson’s decision to travel to the accident site could be seen as good
mobilization of resources. But more importantly with him taking responsibility of the
media relationships all the other resources of the crisis management team in the
company could be directed into gathering accurate information, mobilizing people
to do what they do best, securing the normal operation of the company as best as
possible. All the other departments were not bombarded with media seeking
information but instead they relied on the CEO giving them all they needed. In
crisis situations people do what they know, no necessarily what is right (Dezenhall
& Weber 2011) and Mr. Branson gave this opportunity to his staff. The ground
work that the organization was able to perform, allowed Mr. Branson to do what a
crisis leader must be able to do: deliver news, updates and constant

communication to all audiences. (Schoenberg 2005)

From the information flow perspective the early appearance of Mr. Branson at the
accident site provided several advantages. He was at the heart of the action and
was able to describe to the employees at the head office what he saw and
experienced. He was also able to talk to the passengers, train operator, rescue
people and those responsible for the track maintenance. His celebrity status
undoubtedly granted him access to places and meetings where it would have been
almost impossible for regular representatives of the company to access. The
appearance of Mr. Branson demonstrated that the company recognised its part in
the crisis and paved way for further image repair. (Lucero et.al 2009) The handling
of the crisis was so effective that Virgin Rail was able to continue its operations
normally as soon as the track reparation had been completed and they did not
report any significant loss of customers, and their reputation gained quickly: “In
2010 the company has been named Best Rail Operator of the Year at the Travel
Globe Awards (voted for by readers of the Daily Mail, Mail on Sunday and Evening
Standard), and Best Rail Operator in the Group Leisure Awards (which we also
won in 2009).. In 2009 we were also voted Best UK Domestic Train Service
byBusiness Traveller magazine for the second year running. Virgin Trains first
achieved Investors In People accreditation in 2007 and this was renewed in 2010.”

.(www.virgintrains.co.uk)
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More importantly for Virgin Group, there was no major dent on the brand

reputation that could have affected especially the airline business as well.

In the General Motors case the crisis had been building over time, it was not
sudden. What was sudden, was the way it stormed to the public knowledge. In that
sense there was no chance for quick response strategy. The crisis was already at
its height and GM was forced to take a negative stance by issuing a massive
recall. In these situations the negative news are better served by other
spokespersons and it is better for the CEO to step up to soften the impact of the
harsh but necessary decisions. (Lucero et.al. 2009) This is exactly what Mrs. Barra
did. Her position was both helped by the fact that she had just been elected to her
position, but it also made it harder for her to justify the decision that were made
before she had taken the control of the company. By stepping up to the public she

was definitely able to soften the blow for GM’s image

What her appearance was able to do for the whole organisation resembles that of
the actions of Mr. Branson above. The company now had a spokesperson that
was both credible and was able to communicate the realities with uncompromising
honesty. (Schoenberg 2005) She took the strain of the media hype and
congressional hearing to herself and away from other people in the organisation.
That allowed them to provide with alternative methods on how to find a solution to
the problem and thus reassure the customers and retailers that the company was
in fact able and willing to correct the faults swiftly. In September, she was positive
enough about all the 2,6mil cars that were recalled “ "I'd like to have them all done

by the end of the year. We're going to work to that goal,” (LeBeau & Wee 2014)

Information flow is hard to determine. The fault of the ignition switch had been
known inside the company for many years, yet nothing had been done. How many
had known about it? At what level was the decision of the cover-up was made?
When Mrs. Barra was appointed as the CEO, the failures became public and GM
was forced to execute massive recalls. Whether she had known about the faults
earlier or not, in the public eye she was the new CEO and her apology was
received well and perceived as honest.
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When she boldly came into public about the case, the company was able to stop
the cover-up and focus on rectifying the problem. In that sense her public
appearances helped the information flow inside and outside the company. She
was quick to announce a Speak Up For Safety capagn inside the company to
further enhance information flow within the company. (Muller 2014) Ultimately she
took the role of a communicator whose role is to create a network of relationships
among internal teams and build relationships with external influencers.
(Schoenberg 2005). She took that role and managed to salvage GM’s reputations

as well as could be expected after such a huge crisis.

BP had long before the accident at the Gulf of Mexico been campaigning to
change the company image from an oil company to an energy provider that
focused more on renewable energy sources than oil. All this was destroyed
because of the crisis, since it was an oil spill disaster. The quick response strategy
of BP and Tony Hayward failed miserably, the company distributed false
information, assuring that there was no danger of a large oil spill and that safety
equipment to prevent environmental catastrophes were working and that the

situation was in control.

Even as the news of the seriousness of the spill started to emerge, Mr. Hayward
was still downplaying the effects and did not take into consideration the pain and
suffering it caused to the people living and conducting their fishing or tourism
businesses in the area. Several previous cases have proved that an issue ignored
is a crisis ensured (Regester & Larkin 2008) BP should have learned that, as
some of the previous cases had involved oil companies and proved that the

strategy to ignore can backfire badly.

Resource mobilization was also not handled effectively. Too much time and effort
was used to determine who was responsible of what, which subcontractor had
done what and whose responsibility it was to correct the results of the explosion.
(Carrington 2010) Instead of rapid deployment of clean-up crews and resources to
protect the environment and the people affected by the disaster BP used

resources into finding someone else to blame.
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While it has later been discovered that BP were not solely at fault, they should
have realized that the public didn’t care. The perception was that BP did not want
to act to protect their homes and businesses. To make matters worse Mr. Hayward
failed to show remorse in front of TV-cameras and his appearance enjoying a
yacht race at the height of the crisis just added to the perception that the company

didn’t care.( www.telegraph.co.uk) He failed to understand that to most observers,

he was the company at the time the crisis.

As is evident, the information flow within the organisation as well from the
organisation to the stakeholders was not up-to-date. There seemed to be
confusion of what had actually happened, what were the effects of the incident and
what were the necessary procedures to cause minimal damage to the image of
BP. (www.telegraph.co.uk) The mistakes that Mr. Hayward made were in the large
part caused by the insufficient information that he was getting about the real
effects of the accident. He had made complaints about the corporate culture of
hiding potential safety hazards already before he became the CEO in 2006

(www.biography.org (2)), but he had made no attempts to rectify the situation as a

CEO. He also made the false assumption that the news media was the enemy of
the company. And the more the media and the spokesperson lack the facts, the
more likely the media is misrepresent the case. (Crandall et.al. 2010).

And the bad communication due to insufficient amount of information was causing
BP to look like they were hiding something. This coupled with the inexperience of
Mr. Hayward in presenting himself in front of TV-cameras made him look like a
weak leader. And in a crisis situation, nothing is more important to a leader in
crisis situation, than that he seems to have control. (Shoenberg 2005) Mr.
Hayward seem to lack all control over the situation. The image campaigns that BP
was forced to execute after the crisis were so costly, due to the poor initial

handling of the crisis situation.


http://www.telegraph.co.uk/
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Table 1. Cross-case table

Action Pera Branson Barra Hayward
Quick decision | - - - +++ + - -
response

Resource - - ++ + + -
mobilisation

Information - - +++ + - -
flow

Crisis --- +++ + - -
outcome

Table 1 the cross-case table illustrates how well the CEQO’s performed in the
individual aspects of crisis communication. The results are graded from best + + +
to worst - - - and the crisis outcome score is given according to overall
performance and the actual outcome of the crisis from the organisations point of

view.

To summarize the cross-case analysis, Talvivaara failed quite miserably in
understanding the need of a strong leader in crisis situations and they failed to
recognise that because they had a celebrity CEO, they should have acted
accordingly. And the fact that their CEO was a celebrity couldn’t have come as a
surprise, because he himself had purposely created that image. This is why they
score so badly in every item. Richard Branson on the other had been clearly well
prepared for this kind of event. He also has natural charisma that further made the
situation look better for Virgin rail. Thus he scores highly on all accounts. Mary
Barra was thrown into the flames, but she has done a remarkable job considering
her short time to prepare for a celebrity CEO status. She doesn’t score as well as
Mr. Branson on quick decision response and information flow, but those are more
due to mistakes made in the company before her time, than the fault of her

personal actions.
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Tony Hayward and the whole BP score poorly on all accounts. That is due to
factors both inside the whole organisation, but also the unpreparedness of Mr.

Hayward and his lack of ability to cope with a surprising situation.

5. Discussion and conclusion

The cases presented in this paper seem to strongly indicate that the performance
of a celebrity CEO in crisis communication has a direct link to the crisis outcome
for the company in crisis. When initial golden hour crisis communication by a
celebrity CEO is effective and emphatic the company will survive the crisis more
quickly and with far less damage than when the crisis communication by the
celebrity CEO is perceived as evasive and arrogant.

The celebrity CEO’s crisis communication performance has the biggest effect on
the quick decision response stage. The results indicate that the celebrity CEO
must be the person who makes the decisions about quick communication to the
stakeholders, executes this communication and sets the guidelines to how the

communication process is handled throughout the acute crisis stage.

The celebrity CEO'’s role in the resource mobilization is an indirect one. The action
the CEO takes in actively communicating and taking care of stakeholder relations
allows the rest of the crisis management group to focus on the tasks that are
essential in gathering information and organising the concrete measures needed
to get the organization to function normally. It is extremely important for an
organization to resume or continue activities regardless of the crisis it has
experienced. essentially the ultimate goal should be business continuity. (Crandall
et.al. 2010) So essentially the celebrity CEO’s task is to make sure that everyone
can concentrate on what they do best. In the CEO’s case, that should ideally be

crisis communication.
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A celebrity CEO can have access to information that others in the organisation
might not have access to. It is therefore vitally important that the CEO remembers
to distribute that information to the whole organisation. Literature (Dezenhall &
Weber 2011, Regester & Larkin 2008, Fearn Banks 2010) shows that if the
members of the organisation have to rely on press reports about the crisis, it
weakens their ability to move to the crisis outcome stage. But the CEO is
dependent on the information she receives from others in the organisation,
because she cannot be all at once and typically crisis information comes from
many sources . It is impossible to communicate accurately without concrete and
reliable facts. In order to perform effective crisis communication, the celebrity CEO
should have access to all the information about the crisis situation that the

organisation has at its disposal at any given time.

5.1. Theoretical implications

The findings in report strongly support previous studies that have found that crisis
management, crisis communication and crisis outcome are not just the act of
implementing a strategy that was laid before. Interpersonal skills of the leaders are
equally, or more important in the way a company handles the golden hours of a
crisis situation and begins the recovery and image reparation stages that
constitute the crisis outcome. The skills needed in leading an organization to
normalcy are the ability to assess the information available, the skills to organise
the crisis management team so that it can provide useful information and to
process the information and make informed decisions. A leader cannot be afraid to
face the unpleasant realities of the crisis in hand and present them with
uncompromising honesty. (Fearn-Bnks 2010) The effective leader and
communicator must be perceived as having influence on matters in hand.
Celebrity CEO’s usually have naturally the posture of influence, but as the study

shows, these skills are not used in the correct way in every situation.
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Communication skills are essentially important. As this study shows, the credibility
of the organisation as a communicator is dependent on the presentation skills of
the spokesperson. (Dezenhall & Weber) And this spokesperson should in crisis
situations be the CEO, more importantly so if the CEO in question is a celebrity
CEO and the face of the company. (Schoenberg 2005). Lucero et. Al. (2009) have
in their article named which are the crisis situations when a CEO should step up.
They also present a few situations when the CEO stepping up is not, or would not
have been necessary to step up. The study on celebrity CEQO’s seems to indicate
that in order to achieve the necessary credibility to begin a rapid image reparation
process, there are no alternatives. The celebrity CEO should step up immediately
and act as the spokesperson for the company in the early stages of the crisis. The
research done seems also somehow conflict with the studies (e.g. Crandall et.al, )
that suggest that crisis management is essentially based on well planned and
executed strategies. There is an indication that written strategies and plans are too

rigid and difficult to execute when the crisis hit at full force unexpectedly.

As the study has shown, that the decisions made by the (celebrity) CEO on the
crisis management phase affects all the stages of the crisis preparation model
presented by Elsubbaugh et. al. (2004). The research here supports the findings of
the original study that lead to the development of the model so that the quick
decision phase is the most important stage in the crisis management stage.
(Elsubbaugh et.al. 2004) The celebrity status of a CEO has been shown to give
credibility to the messages communicated in the early phases of the crisis. An
analogy from that supports the findings of Siomkos & Kuzbard (1994) that the
previous good reputation of a company has an effect on how the consumers
perceive the severity of a crisis. If we just change the reputation of the company to

the reputation of the CEO, we should be able to get similar results.

The lessons learned here support those presented by Greyser (2009). First it is
important to understand how your company is perceived in the eyes of an outsider,
do not think how you would like it to look like. Secondly understand that

reputational problems can come in all sorts of shapes and forms.
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Be forthright in your communications during the crisis. It may hurt, but truth is your
best ally in the long run and in most cases shortens the timespan of the crisis
situation. It is also important to remember that while the brand is as wide as the
organisation, the CEO is the ultimate guardian of the company’s reputation and

also the most important representative of the brand.

The cases presented also very distinctively prove that attempts to deny
accusations that prove to be correct can backfire and that a cover-up that later is
revealed escalates the damage caused to the image of the company. It is also
evident that shifting the blame rarely works. BP tried this, but although they had
merits to support these claims the media or public didn’t buy it because eventually
the action of the subcontractors in public eye were the responsibility of the
company that had hired them, BP. BP also tried to minimize the problem, but it did

not improve their image, on the contrary.(Benoit 1997)

The findings also complement those of Klein & Dawar (2004) that Corporate Social
Responsibility (CSR) image that the company had prior to the crisis has an effect
on how the company is perceived to handle the crisis. If the image is positive or
neutral, the consumers are more willing to give the company and the CEO a
benefit of doubt. If the image is negative to begin with, like we saw in the
Talvivaara and BP cases especially, the CEO and the whole organization is been

put under heavier scrutiny and all their actions are doubted until proven otherwise.

To summarise the research questions, it is evident that if the company that faces a
crisis has a celebrity CEO (by choice or as the founder or both) the media and
publics expectations are that she is the one who communicates during the crisis.
And the manner she is able to perform so compassion and sympathy to the
possible victims and relate the message that company is caring about what they
have done has a significant effect on the crisis outcome. The better the celebrity
CEO performs the less damage is caused to the image and future business of the
company. Quick decision response is the key to how the celebrity CEO can affect
the crisis outcome. She needs to nail this part in order to achieve the best crisis
outcome for the company. The celebrity CEO’s input into resource mobilization is

not as direct as it is on the quick decision response.
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But a well executed quick decision response helps in this as well. When the
celebrity CEO handles the quick decision response, she buys time for the crisis
management group to concentrate on their fields of expertise and provide the CEO
and through that most accurate information available. It also assists the company
to mobilize the recourses need to return the company to normal business as
quickly as possible. The celebrity CEO is as much dependent on the information
flow from the crisis management team as she is in distributing the information. The
things she can influence is being open to all the information that the organization is
able to provide her, but also the celebrity status can grant her access to places
and people that no-one else in the organization can get to, so she can be a
valuable source of normally restricted information from government official, rescue

personnel etc.

5.2.  Managerial implications

Is this study trying to indicate that communication managers and the
communication department is unnecessary because CEQO'’s are only ones that
should be in charge of crisis communication? Not at all. The communications
department has a very important task in preparing the CEO for the challenges
he/she faces in the crisis situation. The people in the communications department
are experts in dealing with media, they can point out what are the “trick questions”
(Karhu & Henriksson2008) that journalists use in trying you to say something you
should not have done. And the other important tasks for the communications
department are providing the media with useful background information about the
company and the situation to support the message of the CEO. In preparing for
crisis, the communications experts have the important task of educating and
preparing the CEO to face the media even in the most unpleasant situations.
“Communication managers should continue to focus on issues management,

preparation and leading (their own team) in times of crisis” (Schoenberg 2005)
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A highly important lesson for the managers is that facing media is a daunting task
especially when a crisis has just happened. But the more at ease the manager is
in front of TV-cameras and news crews, the more clearly she can deliver the

messages she wants to be heard. This means that whenever there in a chance in
normal situations the CEO should be the one that is interviewed because it builds

the confidence for the unpleasant task of communicating about a crisis.

Even smaller corporations can face crisis that potentially cause enough harm to
even take them out of business altogether. They do not usually have the luxury of
possessing a large communications department or any other resources to deal
with the enormous task of image repair. These small businesses should of course
have a basic understanding of the potential risks they are facing, but when the
thing hits the fans, they should be prepared to hire outside help from a
communications firm that is specialised in crisis communication. The investment

could prove worthwhile in the long run.

Probably the most important lesson is that image and brand building are a
continuous process and that a strong image can protect the company from effects
of the inevitable crisis that company will face sooner or later. And it seems that in
the modern operating environment the positive image of just the corporation is not
enough. The image of the CEO plays and equally important role in how the
consumers and media will perceive the crisis communication messages. This will
have a huge impact on the recruitment of top management in the future.
Presentation skills and ability to make quick response decisions in stressful

situations will become even more important qualities than they already are.

In all the cases the one thing that unites them is that people and the media expect
the company in crisis and the CEO to show that they really care about the people
affected by the crisis. This an important lesson to be remembered; Show that you

care.
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A few important lessons to remember are: “the best case studies are the ones you
never hear about....very respectable executives have rescued their businesses by
avoiding the kind of public relations spectacles are celebrated as “well handled
crisis”... in some of the best-managed crisis in recent memory, discretion was the
guiding principle. ( Dezehall & Weber 2011 pp. 165-166) And “The main criterion
for a strong leader in crisis situations is a capacity for making decisions... Another
feature of good leadership is the willingness to make decisions based upon
incomplete information. In crises, organizations never feel they have sufficient
information. But marketplace doesn’t forgive inaction for any reason. Good leaders
will take calculated risks with the understanding that their decisions will be right.
Rendering judgements on the fly is especially relevant in an age of fast braking
news.” (Dezenhall & Weber 2011 p. 177)

5.3. Limitations of the study

The study is not a comprehensive presentation of crisis management. The study
only concentrates on crisis management, crisis communication and crisis outcome
that takes place immediately after a company is hit by crisis. There is no focus on
crisis prevention methods, strategic crisis management planning or long term
image restoration that take place long after the initial crisis stage has ended. Crisis
management in broader view is a continuous exercise and the limitation to only the

acute stage was necessary to keep focus on the research questions at hand.

As has been mentioned elsewhere in this paper, all kind of organisations face
crisis all the time. This study is limited to four cases that involve mainly large
multinational organisations. The study is therefore limited to these companies and
their specific crisis situations. Also not all CEO’s enjoy a celebrity status, so the
limitation of the study in that sense is relatively narrow, but some of the findings

are applicable to “regular” CEQ’s, if that term can be used.
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The cases presented have been such that the CEO has eventually stepped up, or
at least should have like in the Talvivaara case. The study has not focused on
cases where the company has survived the crisis without the direct involvement of

the CEO and his contribution to the media relationships.

5.4. Suggestions for further research

As the study has shown that CEO’s are the most effective spokesperson for a
company in crisis, it would be beneficial for recruiters and board members to know
what are the qualities that are required for a manager that will be able handle
these cases calmly and reassuringly towards the media and consumers. And as
the phenomenon of celebrity CEQO’s is on the rise again, that phenomenon should
be investigated more thoroughly to find out how the celebrity status to a CEO is
created and what effects that status has on other aspects of the CEO’s
responsibilities as crisis management is, hopefully still a very small part of the

workload that as CEO faces.

The use of CEQO’s blogs as tools for crisis management is an area that would need
further research. Blogs are relatively new phenomenon and as a tool for brand

building and crisis management their effectiveness is still relatively unknown.
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