News Letter 4 – A2 Business Studies – Unit 6 (6.4)
The news

The United States will launch simulated radiological and biological attacks on two cities next week in its first major test of disaster preparedness since the deadly September 11, 2001 attacks on America. 

In 2000 when the domestic terrorism threat was not viewed as a top priority, very few top officials participated in the drill. The exercise, similar to what will be played out next week, exposed major communications and co-ordination problems between federal, state and local officials. 

But the attitude has changed in light of the September 11 attacks, which forced the United States to realise its vulnerability to terror attacks. This time, more than 25 federal agencies will be involved as well as numerous state and local agencies and departments. 

Government agencies at all levels have invested more money to try to improve response time, streamline communications and improve the ability of hospitals to handle a disaster. . . 

The theory

Contingency Planning

Business likes certainty and tries to plan ahead to reduce risk and uncertainty by as much as it can. However, things do arise that catch any business lacking. Some firms seem to struggle through and practise what is known as crisis management. That might suit some but the majority does try to look ahead and plan for what might happen. To be fair some issues that arise can be predicted with some certainty. The pound sterling will fluctuate on foreign markets and doubtless we will have a water shortage sometime this summer but what of those events that happen with little, if any warning? We can insure against them and though that costs money it does reduce the risks involved in business. Indeed, it is risk analysis and assessment that we are looking at in this part of Business Studies. 

Shocks, crisis events call them what you wish do affect business in a number of ways.

· the marketing and sales promotion of a business could be driven off course by a war, draught or other natural disaster. So can the actions of rivals and increasingly the ‘spin’ put on your activities by BOTH you and others in the world of media and PR.

· The money coming in and out of the business can be affected by unpredicted events. Adverse publicity could cost revenue and will requite out goings to try and repair any damage done to the corporate image

· The day-to-day operations of the business will also be affected as supplies might be interrupted, or some other part of our supply chain affected.

· Our personnel might also be affected by SARS, poor communication, inappropriate leadership style or a fall in our perceived external image

So, what can a business do to plan ahead and try to reduce the potential risk of an adverse event? Well, it plans and produces what are called Contingency Plans. These normally conform to a pattern of:

· accepting that we all need to plan for the future and accept that it contains an element of risk

· note all possible problems that might arise and then evaluate how likely they are to actually happen

· develop reactions to each and work on a principle of damage limitation

· expand these into formalised plans and inform all who need to know

· carry out dummy or simulations to see how effective the plans are

Topic of the Week – Contingency v Crisis?

We have already noted that crisis management has its limitations! So, what can a business do about trying not to stumble through from one crisis to another? To answer this question we need to look at where and why contingency planning differs from a crisis led style of management.

· we are trying to predict, put a risk assessment against perceived problems and develop responses to them

· we are accepting that the unexpected does take place and that management must be prepared for as many eventualities as possible

· we try to use modern computer based techniques to try out responses and modify against simulated experiences

· accept that most planning is partly organic and review and alter as circumstances change

Crisis management can arise, as in times of extreme natural disasters but is suffers from:

· having to react post the event and it then needs to respond once events are actually happening

· requiring flexibility and time to contemplate and neither may be part of the scenario

· requiring experts in place and ready to react – this is not always possible and can be costly

In reality all organisations have a blend of the two with as much as possible coming under contingency planning but an acceptance that however good your plans something unexpected will always arise.

Some questions

1. Describe what is meant by the term ‘contingency planning’.

2. Why has the US government decided to increase its preparedness for possible terrorist attacks?

3. How is a contingency plan normally drawn up?

4. In what ways does contingency planning differ from a more crisis led style of management thinking?
Some suggested Answers

1. The term contingency planning means a system of planning for what might happen in the future. To this a business assesses the risk of it arising and then works out a reaction to it. They normally test out their reaction in a simulated equivalent to see how the plans work in near real situations.

2. The US government fears that the chance of terrorist attacks will increase in the future. They are basing their risk analysis on the fact that as the country takes on rogue states and those who harbour terrorist gangs, so some might decide to attack the US homeland. So, they have invested money in improving essential services and reactions to an attack and have decided to test these against simulated events. Such events will be as realistic as possible and a detailed analysis will follow to examine how successful the planning was. Prior to September 11th 2001 most US government departments saw a homeland attack as very unlikely but as events changed so they had to alter their risk assessment and reaction planning.

3. A contingency plan is normally drawn up as follows: certain scenarios are evaluated against what is the probability that they will arise. So, will the UK endure another petrol blockade in the near future? If so, then perhaps some businesses will stockpile diesel? Once a risk assessment has taken place the priorities can be decided on and plans developed to react to the order of events. These are often based on computer assisted planning and simulation. As most events do not occur exactly as forecast the plans have to be subject to review and alteration. Most companies prefer to plan against eventualities rather than await events and then stumble along as the crisis unfolds. However, not all events can be planned for and some crisis management will always be called for.

4. Crisis management normally means that you react post the situation having arisen. Of course, similar events may happen more than once and so management has an idea of what to do when a repeat situation arises. But when an event occurs that was not planned for the system has to be capable of responding quickly and effectively and with the desired level of flexibility. Indeed, policy might be made as events unfold and with an element of organic development. The company is either lucky enough to have experts in place or can call on them quickly. Contingency planning will, of course, remove the element of surprise from any crisis that may arise. Predictions will have made and plans made and tested. In reality many events that management confront will contain an obvious connection with their contingency planning and some elements of suprise. It is then that the ability of management is put under the microscope.

