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Crisis management



How does a company get into crisis mode in the first place? Mostly because it 

does something wrong, illegal, unethical, or immoral and tries to hide it (Jordan-

Meier, 2011).

The uniqueness of projects in construction introduces aspects of management 

associated with disruptions that threaten progress and crises that affect the 

organisations that conduct them (Hallgren and Wilson, 2008). The uncertainty 

associated with producing unique outputs implies that each day can bring new 

experiences.

Although the classical treatment of projects suggests that they can be well-

planned in advance, there are plenty of unanticipated events to interfere with 

plans (Nicholas, 2001). Thus, unanticipated events may quickly rise to the level 

of crises if they happen to lie on the critical path that determines the time for 

completion. 

Introduction



There are enumerable incidents that can interrupt progress in construction 

projects. Hallgren and Wilson (2008) for instance, made a study of deviations in 

construction projects. Not all deviations, however, are crises. Deviations along 

the non-critical path for example are handled by using some of the slack 

available that makes the task non-critical. It is only when the deviation occurs 

along the critical path, or when it extends the timing of a noncritical task to 

make it critical, does a crisis occur.

Loosemore (1998) has conducted case studies that focused on behaviour 

during the crisis period. Within these case studies, he observed both sudden 

and creeping crises, which could be expected from the above. Essentially he 

found that response was shaped by the nature of the crisis, and emotions 

commonly ran the gamut from initial feelings of helplessness to final feelings of 

cooperation and confidence. In separate cases when effective communication 

was important, it was found less likely and at a time when responsibility and 

teamwork were important, they were also less likely. 

Introduction



Dėjus (2007) has conducted study on reasons of accidents on construction site. 

He observed that the main reasons on different types of injuries on construction 

site were persons’ actions and poor work organization.

Introduction

Reasons of accidents on construction site (Dėjus, 2007)

Reasons of accidents 

on construction site

Easy 

injuries

Serious 

injuries

Deadly 

injuries

Overall

No. % No. % No. % No. %

Reasons associated 

with persons’ actions

251 54.4 4 5.5 2 6.1 257 43.3

Reasons associated 

with poor work 

organization 

117 24.0 43 58.9 17 51.5 177 29.7

Reasons associated 

with unorganized 

traffic on site

38 7.8 10 13.7 7 21.2 55 9.3

Reasons associated 

with work conditions

33 6.8 14 19.2 5 15.1 52 8.8

Other reasons 49 10.0 2 2.7 2 6.1 53 8.9

Total 488 73 33 594



Reid (2000) suggested two lessons might be learned: first, because of the

human element involved, no one is immune to the inevitable. Second, crises do

not discriminate – small companies or large, specialised or general, each will

see their potential demise at some point. As stated by Mallak and Kurstedt

(1997), crises seem to be inevitable in projects. Therefore, companies that deal

with projects must learn to deal with crises on a regular basis.

Introduction



Crisis usually defined as any situation that’s threatening or could threaten to 

harm people or property, seriously interrupt business, damage reputation, 

and/or negatively impact share value (Bernstein, 2011).

Institute for Crisis Management (ICM) defines crisis as "a significant business 

disruption that stimulates extensive news media coverage. The resulting public 

scrutiny will affect the organization’s normal operations and also could have a 

political, legal, financial and governmental impact on its business.“

The crisis may occur due to incorrect behaviour, fraud, changing values and 

standards of conduct. The crisis may be caused accidentally or deliberately. 

During the construction process and then, during the operation of the building 

the crisises do not held deliberately. Such crisises caused usually by the 

irresponsibility, lack of competence, bad work planning, insufficient tests, 

design errors, incorrect assessments, weather and impacts of other 

environmental conditions. 

The Categories of Crises



According to ICM the basic causes of crises are: 

❖ Acts of God (storms, earthquakes, volcanic action, etc) 

❖ Mechanical problems (ruptured pipes, metal fatigue, etc.)

❖ Human errors (the wrong valve was opened, miscommunication about 

what to do, etc.)

❖ Management decisions/indecision (the problem seemed not serious, 

nobody will find out) 

The crisis can occur due to different curcumstances: floods, power outages, 

gas leakages, different accidents, marine disasters or, for example, the

emission of radioactive substances into the environment. During the

implementation of construction projects the crashees of engineering systems

can occur, the collapses of buildings or their parts, downfalling of cranes on the

construction site and outside, deadly injuries of workers.

The Categories of Crises



Bernstein (2011) divided crises into three general categories. Typically, 

reviewing a list like this triggers thoughts of other situations that need to be 

addressed during the crisis planning process.

The Categories of Crises

Categories of crises (Bernstein, 2011)

Category

Creeping Crises: Slow-Burn Crises Sudden Crises

Explana-

tion

Foreshadowed by a series of 

events that decision makers 

don’t view as part of a pattern

Have given some advance warning, but the 

situation has not yet caused any actual 

damage.

The damage has already 

occurred and will get worse the 

longer it takes to respond.

Example

s

•Inadequate preparation for 

partial or complete business 

interruption

•Inadequate steps to protect 

life and property in the event 

of emergencies

•Inadequate two-way 

communication with all 

audiences, internal and 

external

•Repetitive accidents on 

construction site

•Most lawsuits

•Most discrimination complaints

•Company reputation

•Lack of regulatory compliance—safety, 

immigration, environment, hiring, permits, 

etc. 

•Major operational decisions that may 

distress any important audience, internal or 

external

•Local/state/national governmental actions 

that negatively impact operations

•Official/governmental investigations 

involving your organization and/or any of 

its employees

•Labor unrest

•Sudden management changes—voluntary 

or involuntary

•Marketing misrepresentation

•Employee death

•Serious on-site accident – the 

collapse of building

•Dangerous behavior by anyone 

at a construction site 

•Criminal activity at site and/or 

committed by company 

employees

•Lawsuits with no advance 

notice 

•Natural disasters

•Loss of workplace/business 

interruption (for any reason)

•Fires/explosions



The ICM divides crises into two groups – sudden and smoldering.

A Sudden Crisis is defined as “A disruption in the company's business which 

occurs without warning and is likely to generate news coverage, including fires, 

explosions, natural disasters and workplace violence and may adversely 

impact”. Examples of the types of sudden crises that would prompt a call to the 

Crisis Management Team would include:

❖ Employees, investors, customers, suppliers or other publics.

❖ Offices, plants, franchises or other business assets.

❖ Revenues, net income, stock price, etc. 

❖ Reputation - and ultimately the good will listed as an asset on the balance 

sheet.

The Categories of Crises



The following crisis classifications have been established by ICM to ensure 

consistency in assessment of any sudden crisis situation so that the proper 

level of communications response can be provided.

The Categories of Crises

The severity of a Sudden Crisis (source: Institute for Crisis Management (ICM))

Levels of Sudden Crisis Examples

Level 1 

Can be handled by on-duty personnel responsible for responding

to and managing this kind of situation. 

A careless employee leaves oily rags in the storehouse. 

Spontaneous combustion occurs. Luckily the fire is discovered

and extinguished quickly by one of the building maintenance men. 

Level 2 

Can be handled by the personnel who respond, with support from 

other employees on duty or who may have to be called in from 

their homes. 

The fire is out but heat and smoke damaged materials and 

equipment. The owners are irate and threaten to sue. 

Level 3 

Requires additional resources and people beyond the regular

personnel. These managers and employees may be from other

facilities or the corporate office, and may be supplemented by 

outside vendors or consultants

The fire was not discovered in time and spreads outside the 

storehouse. The fire department is called and puts out the blaze

but it has severely damaged three nearby offices. Two TV news 

stations cover the story and report that the fire was thought to 

have been caused by a careless employee. 

Level 4 

The situation is out of control and will impact an extended area

and numerous people indefinitely. Business will have to be 

curtailed or discontinued and employees diverted from their

normal duties until it is resolved. Other employees may have to 

be furloughed, vendors ordered not to make deliveries, etc. 

Note: Local emergency response agencies will be actively

involved. State agencies also may be called in. 

The fire spreads throughout the building. High winds send cinders

into nearby neighborhoods causing additional fires and forcing

the evacuation of residents in the area. The fire department calls in 

all available equipment from the city and surrounding areas to 

control the numerous fires. 

Local TV stations feed the story to their networks and it is carried

on the evening news programs, with the suspected cause of the 

fire mentioned in the reports. 



A Smoldering Crisis is defined as: “Any serious business problem that is not 

generally known within or without the company, which may generate negative 

news coverage if or when it goes "public" and could result in fines, penalties, legal 

damage awards, unbudgeted expenses and other costs”. Examples of the types 

of smoldering crises that would prompt a call to the Crisis Management Team 

would include: 

❖ Sting operation by a news organization or government agency 

❖ OSHA or EPA violations which could result in fines or legal action 

❖ Client allegations of overcharging or other improper conduct 

❖ Investigation by a state or local agency

❖ Action by a disgruntled employee such as serious threats or 

whistleblowing 

❖ Indications of significant legal/judicial/regulatory action against the 

business 

❖ Discovery of serious internal problems that will have to be disclosed to 

employees, investors, customers, vendors and/or government officials. 

The following crisis classifications have been established by ICM to ensure 

consistency in assessment of any smoldering crisis situation so that the proper 

response can be developed to minimize the potential of the crisis going "public" or 

to reduce the damage to our business if public disclosure cannot be avoided.

The Categories of Crises



The Categories of Crises
The severity of a Smoldering Crisis (sourse: Institute for Crisis Management 

(ICM))

Levels of Smoldering Crisis Examples

Level 1 

An internal business problem or disruption that can be dealt with 

and resolved by management responsible for responding to this

kind of situation. 

A disgruntled employee who has not been given a raise threatens to 

disclose internal policies that he feels are illegal or unethical to “the 

proper authorities” unless his grievances are resolved and he 

receives a pay increase. 

Level 2 

An internal problem that can be managed by those who are

responsible for this area of business, with support from other

management or employees who may have to be brought in to 

assess the situation and help resolve it. 

The disgruntled employee files a complaint with the local

government employment agency, which contacts the company for a 

response to the allegations. He calls his manager to say that he has

documents the company certainly would not want other government

agencies or the news media to see. 

Level 3 

An internal problem that has the potential of going “public” via 

the news media and generating negative reactions from 

government officials, plaintiff’s attorneys, competitors, investors

consumer activists, labor unions, etc. 

The crisis can still be contained but will require specialized

assistance beyond the management capabilities in place to deal

with normal business problems. This assistance may be from 

corporate headquarters, outside legal counsel, and/or

consultants who specialize in resolving this kind of problem. 

An attorney for the disgruntled employee indicates his client has

documents that are highly damaging to the business since they

represent illegal or unethical actions. He is willing to settle the 

dispute for a specified, highly exorbitant, fee. If they are forced to file 

suit, the documents will be disclosed to the news media.

Attorneys for the employees provide a copy of one of the 

documents. Company attorneys conclude they were illegally copied

by the employee and therefore represent stolen information. 

Level 4 

The situation is very serious and is likely to be disclosed publicly

in the very near future. The public reaction will have a significant

adverse impact on the business for a period of weeks or months

and top management along with numerous employees and 

outside consultants will have be diverted from their normal

activities to resolve this situation. The financial impact will be 

substantial and will have a direct and indirect effect on operating

results. 

The dispute and financial settlement cannot be resolved and the 

employee’s attorneys are preparing to file suit, which will be at any

time. 

A producer for a network television news magazine contacts the 

company seeking general background information on its business 

and employment policies for a story they are developing. No mention

is made of the disgruntled employee. 



Crisis management is the process by which an organization deals with a major

event that threatens to harm the organization, its stakeholders, or the general

public (Wikipedia). In contrast to risk management, which involves assessing

potential threats and finding the best ways to avoid those threats, crisis

management involves dealing with threats before, during, and after they have

occurred. It is a discipline within the broader context of management consisting of

skills and techniques required to identify, assess, understand, and cope with a 

serious situation, especially from the moment it first occurs to the point that

recovery procedures start.

Crisis management is not a single activity. There are, in fact, several levels of 

activity that fall under the umbrella term “crisis management.” They are, in the 

typical order of activities:

❖ Crisis prevention

❖ Crisis planning

❖ Crisis training

❖ Crisis response

❖ Crisis recovery

This is the order of activities because generally one activity leads to the next.

Activities in Crisis Management



Traditional marketing and public relations (PR) exist to promote the value of an 

organization, but when the stuff hits the fan, you need to be able to stop the 

value from plummeting. The purpose of crisis management is to preserve what 

has been gained through promotion, marketing, customer service, distribution, 

and quality control. That’s why costs associated with crisis management, either 

prevention or response, should logically be perceived as an investment, not an 

expense.

There are numerous ways crisis management can help an organization facing a 

crisis (Bernstein, 2011):

❖ Retain goodwill, that intangible asset necessary to the functioning of every 

organization

❖ Shore up employee morale

❖ Minimize the impacts of negative media coverage

❖ Stave off governmental actions that can cause further challenges

❖ Protect business operations

❖ Retain investor confidence

How Crisis Management Can Benefit

Your Business or Organization



Most companies and organizations understand the need for public relations, 

and they’re aware of the benefits such efforts can have. As a result, they direct 

some funding into such efforts. But without a crisis staring them in the face 

they’re less likely to invest in crisis preparedness. 

They don’t see that their priorities are entirely backward.

Here are some other ways PR and crisis management are similar and yet differ 

(Bernstein, 2011):

❖ Both activities use the media, but PR focuses a lot more on traditional and 

social media than does crisis management. 

❖ PR is proactive. Crisis management, at least in its response mode, is 

reactive.

❖ PR seeks media exposure that is 100 percent positive. Crisis 

management seeks media exposure that is as balanced as possible.

❖ PR is about building an image. Crisis management is about protecting 

that image.

❖ PR is done in a threat-less environment. 

❖ The point is PR and crisis management are not the same. They share 

some tactics, but rarely strategies, because they don’t share the same 

goals.

Crisis Management and Traditional 

Public Relations — Similarities 

and Differences



Crisis Prevention

The Best Way to Manage a Crisis Is to Prevent It

Crisis prevention costs are always a tiny fraction of the losses typically incurred 

as a result of crises for which there has been inadequate preparation. There are 

many companies and organizations incurring millions of dollars in legal, 

operational, and public relations/marketing costs as the result of a crisis that 

could have been avoided with adequate preparation.

The Best Way to Prevent a Crisis Is to Anticipate

Just as the best way to manage a crisis is to prevent it, the best way to prevent 

a crisis is to anticipate it and correct its potential causes in advance. You can’t 

anticipate every conceivable crisis your organization might face, but you can 

greatly improve your odds of avoiding many of them—and enhance your ability 

to survive unavoidable ones.

The most cost-effective way to anticipate the types of crises your organization is 

vulnerable to is to conduct a Vulnerability Audit.



Crisis Prevention

The scope of a vulnerability audit can vary depending on client preferences and 

needs. Some options include:

Crisis Document Audit. A simple review of existing client documents related to 

crisis preparedness and response, such as crisis communications plans, 

emergency response policies, disaster plans, etc. This audit includes creation of 

a written evaluation and recommendations for improvement.

Executive Session Vulnerability Audit. A one-day session in which the 

client’s executive team is led through a series of educational and thought-

provoking discussions to uncover and begin to address organizational 

vulnerabilities that could escalate to crises. This audit includes a post-session 

written summary of findings and recommendations for improvement.

Comprehensive Vulnerability Audit. A series of interviews with employees at 

all levels of an organization, each conducted in complete confidence so that the 

interviewee feels comfortable disclosing information he/she might not otherwise 

discuss. This is complemented by interviews with representative members of 

key external audiences, and concludes with preparation and presentation of a 

comprehensive audit report to the senior management team.



Crisis Planning

Once you have a comprehensive list of your organization’s vulnerabilities -

either by developing it yourself or by bringing in an outside consultant to assist 

you - your next step is writing your crisis plan.

Then what should a crisis plan include? 

According to Bernstein (2011) a sound crisis plan include following parts:

Table of Contents / Index. Include both a Table of Contents at the beginning of 

the plan and an Index at the end. In a crisis these will make it easier for team 

members to access the section most relevant or most needed by them.

Introductory Statements. An introduction, plus statements of the purpose, 

scope, relevant policies, and goals of the plan will help keep you on track in 

determining what to include and what to leave out.

Documentation. Provide a section for the crisis team to keep detailed logs of 

actions taken during a crisis. Facts related to the situation, meeting minutes, 

decisions made, actions taken, and justification for any deviations from policy 

should be recorded. Detailed records of media contacts and all information 

released to the media should also be maintained.



Crisis Planning

Emergency Operations Center. An Emergency Operations Center (or in some 

cases more than one) for use by the crisis management team should be 

selected and included in the plan. Include the location, location details, and 

available communications infrastructure.

The Core Crisis Management Team. A small team of senior executives should 

be identified to serve as your company’s core crisis management team. Ideally, 

the team will be led by the company or organization’s CEO, with the firm’s top 

public relations executive and legal counsel as his or her chief advisers. If your 

in-house PR executive does not have sufficient crisis communications 

expertise, he or she may choose to retain an agency or independent consultant 

with that specialty. Other team members should be the heads of major 

organizational divisions, to include finance, personnel, and operations. Include 

all contact information for all media (phone, fax, cell, e-mail, social media).

Team Member Responsibilities. Include all team members’ roles and 

responsibilities in the event of a crisis. 

Supplemental Teams. If your company or organization has multiple locations, 

you may consider having each location or branch maintain its own crisis team 

that reports to the headquarters team. Again, include all contact information.



Crisis Planning
Alternate Team Members. Many crisis plans break down in this area. They 

assign a person to their relevant crisis role, but when the crisis hits the person is 

unavailable or out of contact. Your plan should include an alternate for each 

member of your crisis team(s) with their contact information.

Team Resource Requirements. A listing of the communications infrastructure 

needed to maintain contact between team members during a crisis - no matter 

where they are. 

Crisis Procedures and Holding Statements for Each Scenario. One tabbed 

section for each crisis scenario in the plan (based, hopefully, on your 

vulnerability audit). Procedures will include instructions for internal and external 

communications. While full message development must await the outbreak of 

an actual crisis, “holding statements” (messages designed for use immediately 

after a crisis breaks) can be developed in advance to be used for a wide variety 

of scenarios to which the organization is perceived to be vulnerable.

Spokespersons. Within each team, there should be individuals who are the 

only ones authorized to speak for the company or organization in times of crisis. 

The CEO should be one of those spokespersons, but not necessarily the 

primary spokesperson. The fact is that some chief executives are brilliant 

businesspeople but not very effective in-person communicators. The decision 

about who should speak is made after a crisis breaks, but the pool of potential 

spokespersons should be identified and trained in advance.



Crisis Planning
Communications Protocols. Initial crisis-related news can be received at any 

level of a company. A janitor may be the first to know there is a problem, or 

someone in personnel, or notification could be in the form of a midnight phone 

call from an out-of-town executive. Who should be notified, and where do you 

reach them? 

An emergency communications “tree” should be established and distributed to 

all company employees, telling them precisely what to do and whom to call if 

there appears to be a potential for or an actual crisis. In addition to appropriate 

supervisors, at least one member of the crisis communications team, plus an 

alternate member, should include their cell-phone, office, and home phone 

numbers on the emergency contact list.

Stakeholder Section. Who are the stakeholders that matter to your 

organization? Most organizations, for example, care about their employees, 

customers, prospects, suppliers, and the media. Private investors may be 

involved. Publicly held companies have to comply with Securities and Exchange 

Commission and stock exchange information requirements, and will probably 

want to include institutional shareholders, analysts, investment firms, and 

influential bloggers on finance. Or, your organization may answer to local, state, 

or federal regulatory agencies. 

You must include the members of all these audiences in your crisis plan, 

segregated by their type of stakeholder.



Crisis Planning

Communications Methods. For each stakeholder group, you need to have, in 

advance, complete e-mailing, snail-mailing, fax, and phone number lists to 

accommodate rapid communication in time of crisis. And you need to know 

what type of information each stakeholder group is seeking, as well as the best 

way to reach each of your contacts. 

Another thing to consider is whether you have an automated system 

established to ensure rapid communication with those stakeholders. You should 

also think about backup communications options such as toll-free numbers for 

emergency call-ins or special websites that can be activated in times of crisis to 

keep various stakeholders informed and/or to conduct online incident 

management.

Summary Section. In your plan, include a Summary section where you will 

record the results of the “post-mortem” you will hold following your crisis to 

critique the plan and its strengths and weaknesses.



Evaluating Your Existing Crisis Plan –

- 10 Questions

1. Does your plan identify crisis communications team members by position, not 

merely by name, and clearly delineate their responsibilities? 

2. Is your plan current, regularly updated based on changes in the organization 

as well as by periodic brainstorming sessions about vulnerabilities? 

3. Was your plan prepared by someone who is as qualified in his or her field as 

your specialty field attorneys are in theirs? 

4. Was your plan prepared based on a comprehensive vulnerability audit? 

5. Does your plan contain draft messages ready to help you respond to the types 

of crisis you are most likely to face? 

6. Does your plan consider the “ripple effect” of crises that may start outside your 

organization, but still affect you?

7. Do you conduct training and simulations for the people who will be 

implementing the plan? 

8. Do all personnel critical to implementing the plan have a backup for when 

they’re not available?

9. Does your plan take into consideration the need to communicate with both 

internal and external stakeholders?

10. Is there a rapid-approval process in place so that documents and other tactics 

aren’t delayed awaiting approval when a crisis breaks?



The Communication of Crisis

Pro-activity

Company’s operations, which affect so many people’s lives so deeply, are always at risk of being

exposed to criticism. To be credible in issues such as environmental responsibilities, a positive and

assertive attitude is required throughout the entire business operation. A defensive attitude - questioning

environmental problems, blaming the critics, etc. - is bound to be unsuccessful.

To admit to problems by trying to comply with regulations and cooperate with critics (public authorities,

organizations, etc.) is a better approach. In the long run, there are risks in being a passive follower

instead of a leader.

The proactive company is characterized by a position at the forefront and a role promoting positive

development. Such a company pre-empts the critics, displays openness, maintains an open dialogue

with its personnel, accepts media reporting, and integrates environmental thinking throughout the

business operations.

This creates goodwill and gives a head start over the competition in a global market where morals, ethics

and ecological sustainability are increasingly focused on. It also protects the interest of and brings value

to the project.

Therefore the assessment must look through the various different phases of the project where a problem,

or even better something positive, can occur. Each of these problems or positive opportunities should

then be looked upon separately and be taken care of in a proactive approach towards different target

audiences.



The Communication of Crisis

Crisis Communications Team

Every employee has a role in crisis management, whether he or she wants it, because every employee is

a representative (at some level) of the organization. But the leadership of the crisis management process

must come from the top leadership of any organization. If it doesn’t, it’s doomed to fail. Because when a

crisis hits an organization must put its A-team forward to maximize its chances of success.

Members of the so-called C-Suite typically become the members of what is commonly called the core

crisis communications team. Often, the lead spokespeople for the organization come from the levels of

senior or executive vice president or higher. To be fully prepared, that means that each of them, just like

you, will have to make time in their already-busy calendars to learn how to be effective crisis managers.

However, there’s some element of human nature that argues, unconsciously, against crisis

preparedness. Bernstein (2011) call it the “ostrich effect”, for example:

“We’re not doing anything everybody else hasn’t done.”

“People will understand we didn’t mean any harm.”

“I know it’s better, but we can’t afford to do it that way.”

“The media haven’t called. Let’s not do anything until they do.”

“Let’s not address it and upset everyone. That’ll only make it worse.”

“No, I don’t want you to call them back. I don’t care if they’re from”.

Don’t let the ostriches run your organization. If they were right, would they have to keep their heads in the

sand? The good news is there are ways to prepare. And ways to respond. You and your organization

aren’t helpless. There are ways to manage the unmanageable. That’s what this book will show you.



The Communication of Crisis

Audiences

We are living in constant symbiosis with many stakeholders with whom we must communicate:

employees, clients and customers, investors, the media, public authorities, organizations (e.g.

environmental organizations), partners, the public or just people living in the neighbourhood where our

project is carried out.

For each of these audiences you should evaluate their respective need/interest for information from

company, their need of a dialogue as well as their interest to have a dialogue.

Fig. 1. Stakeholders with whom we must communicate during the crisis 

and their roles in communication process.



The Communication of Crisis

Principles of Crisis Communications

A crisis in the media can have major negative impact. By determining the organization’s response before

a crisis occurs, personnel can be trained to respond better to a crisis. The following are some general

advises:

❖ Act in accordance with the worst possible scenario. Do not be tempted to believe that it will just pass

unnoticed. If company’s crisis response measures are insufficient, the surrounding world will criticize

company for insensitivity and carelessness.

❖ Be sympathetic and show respect to all persons involved. Their fear is real even though you might

initially find their uneasiness to be unreasonable and unfounded.

❖ Seize the communications initiative quickly by ensuring that company becomes the reliable

information source. Centralize information dissemination so that it can be steered by one or two

persons who liaise with the media.

❖ Consider the media as a tool with which to mitigate the effects of the crisis by sending information to

affected stakeholders. This requires good relations with the media, and a high degree of openness

and ability to supply journalists with relevant information in many ways.

❖ Be open with the facts, but refrain from saying more than is actually known to be true. Do not

speculate, refer to matters as “not yet known”.

❖ Identify critics/opponents and listen to their arguments. Determine strategy individually for each and

every one of them (counter arguments, the possibility of winning them over to company’s position,

etc.)

❖ Be clear and direct. Technical terms or jargon should not be used in information about “the crisis”.

❖ Practice - a few simple crisis exercises are an inexpensive insurance. The exercises will reveal

shortcomings in the preparation and create crisis awareness throughout the organization.

In the assessment you should plan for the worst and therefore have a crisis plan for the project.



Conflict management



In construction conflict may arise in many ways (Anderson and Polkinghorn, 2008): 

contractors make claims against owners, designers fight blame for errors, and the public 

often feels left out of decision-making forums. Builders may face environmental 

challenges that the designers didn’t consider, or nearby residents may object only after 

the project begins. These and a hundred other scenarios play out in the construction 

industry every day. They lead to cost overruns, delays, safety issues, inconvenience to 

the public, and time-consuming litigation.

Conflict refers to some form of disagreement arising within a group when the beliefs or 

actions of one or more members of the group are either resisted by or unacceptable to 

one or more members of another group. Conflict can arise between members of the 

same group, known as intragroup conflict, or it can occur between members of two or 

more groups, and involve violence, interpersonal discord, and psychological tension, 

known as intergroup conflict.

Wall & Callister (1995) define conflict as "process in which one party perceives that its 

interests are being opposed or negatively affected by another party". Rahim (1992) 

defines conflict as "the interactive process manifested in incompatibility, disagreement, or 

dissonance within or between social entities". Nicholson (1992) defines it as an activity 

which takes place when conscious beings (individuals or groups) wish to carry out 

mutually inconsistent acts concerning their wants, needs or obligations.

While no single definition of conflict exists, most definitions involve the existence 

of at least two independent groups, some incompatibility between the groups, and 

interaction of the groups in some way. 

Nature of conflicts



What causes conflict? Why conflicts often take on an unproductive character? What 

typically happens when conflicts are allowed to take on a life of their own?

Rahim (2002) specified the causes of conflict occurrence:

❖ A party is required to engage in an activity that is incongruent with his or her needs or 

interests.

❖ A party holds behavioral preferences, the satisfaction of which is incompatible with 

another person's implementation of his or her preferences.

❖ A party wants some mutually desirable resource that is in short supply, such that the 

wants of all parties involved may not be satisfied fully.

❖ A party possesses attitudes, values, skills, and goals that are salient in directing his or 

her behavior but are perceived to be exclusive of the attitudes, values, skills, and 

goals held by the other(s).

❖ Two parties have partially exclusive behavioral preferences regarding their joint 

actions.

❖ Two parties are interdependent in the performance of functions or activities.

Johnson & Keddy ( 2010) examined the so-called “big ideas” on the causes of conflict:

Big Idea 1: Humankind is naturally predisposed to engage in conflict.

Big Idea 2: The ‘maturity-immaturity’ dilemma.

Big Idea 3: The ‘four worlds’ model of perception and behaviour.

Nature of conflicts



Some biologists have argued that conflict is in our genes, though curiously this appears 

to be a relatively recent development in the human genome (McAuliffe, 2009). To survive, 

our ancestors needed the protection of their tribe and a readiness and skill to fight. A 

need to survive encouraged the development of highly accomplished abilities to ensnare 

and kill prey.

For most of humankind, things have changed in our more recent history. However, 

echoes of the same tribal instincts that enabled our ancestors to survive are still seen 

today amongst supporters of football teams and in the pride individuals often take in their 

national identity (Johnson & Keddy, 2010). The personal qualities that are often upheld as 

being ones to admire at work are ones that can lead to expectations of personal rights 

and a need to stand against perceived aggressors. These include common beliefs that:

❖ arrogance or at least strong self-assurance is good;

❖ successful negotiation always requires tough talking and bringing the opposing party’s 

offer down;

❖ the sensitivities and conduct appropriate in personal life rarely have any place at work;

❖ game playing is acceptable; 

❖ encouraging competitiveness between staff drives high performance.

Nature of conflicts



The recent theories suggest that there is an inherent contradiction built into the way many 

modern organizations are organized, which directly encourages the conditions for 

conflict. 

For many, the workplace stifles rather than offers opportunities; the subordination and 

occasional exposure to bullying or disrespectful treatment by senior managers can 

ultimately blow over into resentment and complaint. 

In such circumstances employees may respond to organizational pressures and threats 

by defensive reactions such as aggression against their supervisors and co-workers, 

fixated behaviour or apathy, compromise and gamesmanship, or psychological 

withdrawal and daydreaming. All of these defense mechanisms reduce a person’s 

potential for creative, constructive activity on the job (Johnson, 1978).

Reio and Trudel (2013) assessed the effects of workplace incivility and conflict 

management styles (CMS) on perceived job performance, organizational commitment, 

and turnover and performed the study in order to investigate the relationships between 

workplace incivility and CMS for both instigators’ and targets of incivility. The findings of 

study revealed that workplace incivility is alive and significant positive correlation between 

incivility and organizational outcomes exists. Both CMS and workplace incivility are 

associated with job performance, organizational commitment and turnover intention.

Nature of conflicts



Although conflicts can be quite uncomfortable, however, Schermerhorn et al (2011) 

recognize that conflict can have both a functional or constructive side and a dysfunctional 

or destructive side. They state that conflict impact on performance in company strongly 

depends on its intensity
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conflict (adapted from Schermerhorn et al, 2011).



Functional conflict, also called constructive conflict, results in benefits to individuals, the 

team, or the organization. On the positive side, conflict can bring important problems to 

the surface so they can be addressed. It can cause decisions to be considered carefully 

and perhaps reconsidered to ensure that the right path of action is being followed. It can 

offer opportunities for creativity that can improve performance. Indeed, an effective 

manager or team leader is able to stimulate constructive conflict in situations in which 

satisfaction with the status quo is holding back needed change and development.

Dysfunctional conflict, or destructive conflict, works to the disadvantage of an individual 

or team. It diverts energies, hurts group cohesion, promotes interpersonal hostilities, and 

overall creates a negative environment for workers. Destructive conflicts of these types 

can decrease performance and job satisfaction. Managers and team leaders should be 

alert to destructive conflicts and be quick to take action to prevent or eliminate them or at 

least minimize any harm done.

From the latter the conclusion arises that attention needs to be given to motivating 

employees in addressing conflict management strategically. HR policy-makers need to 

get back to the basics of motivational theory and find how best to accommodate the 

interests of human need.

Nature of conflicts



Most conflicts develop in stages. Schermerhorn et al (2011) described the stages of 

conflict elaboration. The stage of perceived conflict starts when differences between 

people or groups become substantial. Together with growing tension the motivation to act 

and reduce feelings of discomfort appears. For conflict to be resolved, all parties should 

perceive the conflict and feel the need to do something about it.

Conflict Stages and Conflict 

Lifecycle

Stage 1.
Set the conditions for 

conflict

Stage 2.
Substantive or 

emotional differences 

are sensed

Stage 3.
Tension creates 

motivation to act

Stage 4.
Conflict manifest 

addressed by conflict 

resolution or 

suppression

The stages of conflict (adapted from Schermerhorn et al, 

2011).



Traditional studies of political and ideological conflict have often referred to a lifecycle 

pattern of conflict. The model of conflict development, shown in Figure, breaks down into 

five main stages: (a) emergence; (b) escalation; (c) entrapment; (d) de-escalation; (e) 

termination.
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Conflict lifecycle (adapted from Johnson & Keddy, 2010)

A lack of clear thinking is often predominating

during the stage of entrapment.

During the stage of escalation, the interests become

more important than efforts to find a way out of the

disagreement.

Although, an ability to listen and consider the other

party’s perspective is usually still present at the stage of

emergence, the differences may start to appear.

During the stage of de-escalation a mediator or

arbitrator may help move the warring sides out of

deadlock toward a way forward that both can

accept.



‘Managing conflict’ is broader than what most people understand as ‘mediation’, which we 

might paraphrase as: ‘an intervention between disagreeing parties involving a third party, 

aimed at bringing the dispute to a conclusion that both can accept’. It is a responsibility 

that needs to be shared by the whole management team of any organization as much as 

with those who might often be thought of as ‘the conflict specialists’ (Johnson & Keddy, 

2010).

The benefits of managing conflict effectively should be easy to identify for each of these, 

not to mention for those who find themselves embroiled in disputes. Crucially, time can 

be saved managing unproductive and unnecessary activities, energy can be better 

channelled into outputs that focus on business need rather than ‘people problems’, and 

incidences of stress-related sickness, discontented staff lapsing in motivation and 

commitment, and precious HR, management and organizational time and reputations 

being kept under wraps.

Johnson & Keddy (2010) state that managing conflict effectively means being not only 

able to limit or remove altogether potential triggers for dispute, but also quickly 

recognizing when an individual or group of individuals show possible signs of a 

disagreement. The task of managing conflict is therefore closely integrated with 

managing people in a more general sense, for example in the way they are motivated 

and the style of leadership being used. The conflict management includes containment, 

trainings, mediation, coaching, strategy, forecasting, communication, evaluation and 

other activities.

Basic Principles for Managing

Conflict



Schermerhorn et al (2011) describes five direct conflict management 

strategies

Basic Principles for Managing 

Conflict

Accommodation or 

Smoothing 
Letting the other’s wishes rule.

Smoothing over differences to 

maintain superficial harmony.

Collaboration and Problem 

Solving
Seeking true satisfaction of 

everyone’s concerns by working 

through differences, finding and 

solving problems so everyone gains 

as a result.

Avoidance
Downplaying disagreement;

failing to participate in the situation 

and/or staying neutral at all costs.

Competition 
Working against the wishes of the 

other party, fighting to dominate in 

win–lose competition, and/or forcing 

things to a favorable conclusion 

through the exercise of authority.

Compromise
Working toward partial 

satisfaction of everyone’s 

concerns;

seeking “acceptable” rather 

than “optimal” solutions so 

that no one totally wins or 

loses.

Unassertive Assertiveness Assertive

(attempting to satisfy one’s own concerns)

Cooperative

Cooperativeness
(attempting to satisfy 

the other

party’s concerns)

Uncooperative

Five direct conflict management strategies (adapted from Schermerhorn et al, 2011).



Lose–Lose Strategies.  Lose–lose conflict occurs when nobody really gets what he or she wants in a 

conflict situation. The underlying reasons for the conflict remain unaffected, and a similar conflict is 

likely to occur in the future. Avoidance is the extreme where no one acts assertively and everyone 

simply pretends the conflict doesn’t exist and hopes it will go away. Accommodation, or smoothing as it 

is sometimes called, involves playing down differences among the conflicting parties and highlighting 

similarities and areas of agreement. This peaceful coexistence ignores the real essence of a conflict 

and often creates frustration and resentment. Compromise occurs when each party shows moderate 

assertiveness and cooperation, and is ultimately willing to give up something of value to the other. But 

because no one gets what they really wanted, the antecedent conditions for future conflicts are 

established.

Win–Lose Strategies. In win–lose conflict, one party achieves its desires at the expense and to the 

exclusion of the other party’s desires. This is a high-assertiveness and low-cooperativeness situation. 

It may result from outright competition in which one party achieves a victory through force, superior 

skill, or domination. It may also occur as a result of authoritative command, whereby a formal authority 

such as manager or team leader simply dictates a solution and specifies what is gained and what is 

lost by whom. Win–lose strategies fail to address the root causes of the conflict and tend to suppress 

the desires of at least one of the conflicting parties. As a result, future conflicts over the same issues 

are likely to occur.

Win–Win Strategies. Win–win conflict is achieved by a blend of both high cooperativeness and high 

assertiveness. Collaboration and problem solving involve recognition by all conflicting parties that 

something is wrong and needs attention. It stresses gathering and evaluating information in solving 

disputes and making choices. All relevant issues are raised and openly discussed. Win–win outcomes 

eliminate the reasons for continuing or resurrecting the conflict because nothing has been avoided or 

suppressed.

Basic Principles for Managing 

Conflict



Conflict management is also done through negotiation. Negotiation is the process of making joint 

decisions when the parties involved have different preferences (Schermerhorn et al, 2011). Negotiation 

predominantly insists on only two distinct processes among negotiators: Win-lose and Win-win. The 

first focuses on the competitive aspect while the latter seeks to integrate parties and viewpoints.

Basic Principles for Managing 

Conflict

Win-Lose Forms Win-Win Forms

These expressions show the positions we

take up and competitive spirit.

These statements show attempts to

balance needs, considering a number of

other strategies, etc.

▪ We have always said we need our

supply before we consider your

demand

▪ We'll be out-selling everyone soon

▪ As long as I can stay within our

budget, I can go ahead with this.

▪ What if we justified the trip?

▪ What feedback do we all need to have

to ensure that this joint proposal

passes?

Examples of expressions that show either win-loss or win-win form (Muralikrishna, 2011)

Effective negotiation occurs when issues are resolved and working relationships are maintained or

even improved. Three criteria for effective negotiation are (Schermerhorn et al, 2011):

❖ Quality—The negotiation results in a “quality” agreement that is wise and satisfactory to all sides.

❖ Harmony—The negotiation is “harmonious” and fosters rather than inhibits good interpersonal

relations.

❖ Efficiency—The negotiation is “efficient” and no more time consuming or costly than absolutely

necessary.



Anderson and Polkinghorn (2008) categorized the 374 lessons learned from construction project case 

study into the ten meta-categories of key leadership insights helping effective management of conflict: 

Basic Principles for Managing 

Conflict

Authors insights Principles espoused by literature

1. Establish and maintain public trust. Principed behaviour-tactic and strategy.

2. Prevent counterproductive behaviours. Full disclosure, transparent communication, quick and precise

feedback.

3. Keep senior management informed. Effective dispute system structure and function, transparency in

communication.

4. Make decisions to increase bid

competition.

Cooperative competition, collaborative problem solving, atomizing

complexity.

5. Make friends with key stakeholders. Critical to create and maintain healthy relationships.

6. The manager is not smartest about

everything.

Introspection, sense of belonging to something big, awareness of

others’ abilities – providing due recognition, respect, appreciation.

7. Recognize show-stoppers early and take

action.

Early warning system, actively searching challenges, transparency in

communication, acting in a honest and trustworthy manner.

8. Step outside the box. Promotion of creative problem solving, reframing problems as puzzles

to be solved and teachable moments.

9. There will be technical problems. Recognition that rational technical and scientific challenges can be

impacted by irrational human factors.

10. We all succeed together. Interdependency must be attended to achieve mutual gains.


