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Twenty Years after Tylenol

Thisweek marksthetwentieth anniversary of alandmark corporate crisisthat washandled sowell
it becamethe standard for crisis management.

During athree-day period beginning on September 29, 1982, seven peopleinthe Chicago area
died shortly after taking Extra-Strength Tylenol capsul esthat had been laced with cyanide. The poisonings
set off anationwide panic and generated internationa mediaattention. Some expertspredicted that the
Tylenol brand—and even Johnson & Johnson, which ownsit—would not survive.

But survivethey did. Today, Tylenol remainsatrusted, popular aspirin substitute. And since
Fortune magazine began compiling itslist of America sMost Admired Companiestwenty yearsago,
Johnson & Johnson haslanded inthetop ten ninetimes.

Two decades after Johnson & Johnson’sskillful handling of itsproduct tampering crucible, much
about crisismanagement has changed. Here are some of the changesevery potential crisismanager should
know abouit:

Today’scrisesaredifferent. Nolonger are most of them the result of sudden eventssuch asfires
or explosions. Instead, crisesdevel op over time. According to the Ingtitutefor Crisis Management,
smoldering problemssuch asempl oyment discrimination, sexua harassment and financia mismanagement
now account for three-fourths of al organizational crises. And some 90 percent of them are caused by
peopleins de the organization —with management the cul prit 75 percent of thetime, employeesamere 15
percent.

Thegood newsisthat most people-caused crises send out early-warning signals, and can be
prevented. A financia analyst, an outside auditor, and at |east two insiderswarned top Enron executives of
improprietieswithin thecompany —in oneinstance, nearly threeyearsbefore Enron’s collapse.

Asyour company regularly conductsits” SWOT” analysis(assessingitsstrengths, weaknesses,
opportunities, threats), be sureyour threat assessment considers more than competitorsand product
obsolescence. | dentify awiderange of potential problems—especialy personne problemssuch asfraud,
insider trading and workplaceviolence. Look beyond problemsyou’ ve experienced in the past, or crises
that are endemic toyour industry.

The court of public opinion hasamillion moredatapoints. Never before has so much information
(or misinformation) been so readily available. Anyone can create a\Web site and become an instant
“expert.” Besureyour firm hasapermanent, ongoing function whosejob isto monitor what’sbeing said
about you on the street and on the Net.

Create acorporate culturethat encourages employeesto spot and report the early-warning signs of
acrigs, and then reward them when they do. Public companies should consider reacquainting sharehol ders
(especidly employee sharehol ders) with onevery important role of the audit committee of the board of
directors. investigating reportsof illegal or unethical activity within the corporation.

Houston Corporate Office - 4800 Sugar Grove Blvd., Suite 400 - Stafford, TX 77477 800.866.2026 - FAX 281.240.4904



Themediahavechanged. Yes, they still thriveon acriss—only moreso. Onereasonisashiftin
themedia sprimary missionfrom serving the public interest to delivering profits. Back inthe 1960s, CBS
head William Paley told hisjournalists, “ You guyscover thenews, I’ ve got Jack Benny to make money for
me.” Well, newsishbig businesstoday, and it can makebig profits. You can count on severa thingswhenthe
mediacover your criss:

» Aggressive useof technology: helicopters, stabilized zoom lenses, high-end graphics, music, quick
edits, unusual cameraangles.

» Newsddivered asthestre, often with journalists serving as cel ebrities. (Remember, your crisisisa
reporter’ sresume-building opportunity.)

* Livecoverage: satellitetechnology hasmadeit possiblefrom just about anywhere. Eventhe print
mediacan “golive’ viathelnternet. Today’snewscycleis24 hours, and TV makesfrequent use of “ cut-
ins’ (interrupting programming for breaking news) and “ crawls’ (running information acrossthe screen). It
used to bethat acompany facingamajor crisishad roughly 60-90 minutesto prepareto meet the press,
today it hasabout 15 minutes. Peopl e expect —and get —instant news; they expect an instant responsefrom
acorporate spokesperson.

» More contact with junior-level journalists: growth intraditional and new mediaoutletsalongwith
€CoNoMmI C pressures on news organi zations means|ess experienced reporters makeit to the big leagues
ealier.

» Shrinking soundbites: When John F. Kennedy ran for president, he could expect to be heard on
the evening newsfor 45 uninterrupted seconds. Inthelast presidentia eection, GeorgeW. Bush was|ucky
to get seven seconds. Today, broadcast and print journalistsaikewill tell you they prefer 6-15-second
answerstother questions.

Trust in corporateAmericahaseroded. Thiswill makeit moredifficult for youto get to that al-
important recovery stageof acrisis. At onetime, corporationsunder siege could draw upon thereservoir of
good will they built up through jobsthey created or contributionsthey madeto charities, education and the
arts. You can nolonger buy the public’strust or support. Intoday’sclimate, eventhevictiminacrisis
sometimesbecomesthevillain.

You earntrust by telling thetruth, telling it al, and telling it quickly. One of themost dramatic
changesin corporate crisiscommuni cationsduring the past 20 yearshasbeen the shift from refusing
comment, to commenting only if asked, toinitiating comment. Forward-thinking organizationsknow the
valueof being thefirst to releasetheir bad news.

You communicatetrust by putting ahuman face onyour organization. Issuing apressreleaseis
preferableto saying nothing, but having areal person talking on camerameansyou arewilling to bejudged
for trustworthiness.

You enhancetrust by expressing empathy.

Neglect can lead tolitigation. Someyearsago, chemica companiesl|earned avauablelesson.
Whenever they had an accident with of f-siteimpact, invariably they would be sued. But then they beganto
send insurance adj ustersout into the community immediately after anincident to resolve problems—
replacing broken windows, paying for doctors' visits, etc. Theresult wasadramatic decreasein litigation.
M ost peopl e sue not because of what initially happened to them, but becausethey fedl ignored, mistreated
or marginalized afterwards. How youtreat victimsor their familiescanimpact your legal exposure.

Twenty yearsafter Tylenol, onething about cris's management remainsunchanged: acrisiscan
happento any organization—largeor small, public or private. Areyou prepared to manageyour crisis?
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