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1231.3648.01 – Crisis Management
Semester B – 2015

Lecturer:
Prof. Abraham Carmeli

Course Time:
Mondays 18:45-21:30 (First half)
Office Hours:
By appointment in advance via e-mail

Email:
avic@post.tau.ac.il
Teaching Assistant:
TBD
COURSE DESCRIPTION:  
Why and how do organizations decline, fail and experience crises?  In this course you will learn about the nature, sources, and effects of organizational decline, downsizing, failure and crisis.  In addition, we will discuss such issues as the ways firms cope with declining industries, restructuring efforts after setbacks, learning from failures, resilience, and the foundations of high-reliability organizations.   In sum, we will focus on acquiring in-depth insights into managing for uncertainty and coping with difficult times in organizational life.  
The course is delivered in Hebrew. 
COURSE GOALS:
The following are the benefits that I hope you will take away from this course: 

1. Acquiring a substantial knowledge base about business failures and managing in times of difficulty.
2. Developing new insights about turbulent times and ways firms and their leaders manage to cope, recover and grow. 

3. The ability to apply managerial insights to real-world cases.
HOW TO CONTACT US:

Please contact us via e-mail. For any inquiry, please e-mail the instructor (the e-mail addresses are indicated above). On the message line, write “TAU–MBA–crisis management.” 

Students with Disabilities

Reasonable accommodation for students with disabilities will be made.  

Academic Integrity:

All work submitted by a student or team must represent their original endeavor.  When outside sources are used as references, work submitted by student(s) must identify the source and make clear the extent to which the sources have been used.  Please comply with the University’s policies on academic conduct. 
additional guidelines:

Classes will begin on time. Please make every effort to be in the classroom before the class starts.

Be fully prepared for each class.  If you are unable to be prepared for class, please notify me in advance.

Using laptops, cell phones or any other electronic devices are not permitted during class.  Writing SMS, email or surfing the net restricts comprehension and limits participation, thereby reducing the learning experience.  Laptops should not be used during class for emailing, researching the cases, surfing the net, or any unrelated purpose.  If the situation dictates, laptops may be used for official assignments that ask you to prepare a spreadsheet analysis or power point presentations.  Please respect the opinions of others and do not talk to your friends when a classmate is speaking.
ASSIGNMENTS AND GRADING:
Your work will be read carefully. If you have a legitimate disagreement with a grade (e.g., incorrect grading), write down your specific argument and give it to me, along with the original graded item. Your comments will be considered and you will receive a timely response. 
	Attendance, reading material, and class participation
Learning log / Learning logs
	30%

	Team assignment
	70%


Attendance, reading material, and class participation: You are expected to read the material assigned for each class session, and to contribute regularly to class discussions.  You will be evaluated with respect to: (1) relevancy—the degree to which your participation is relevant to the topic currently discussed; (2) content-based—the extent to which your comments are well grounded on theory and facts; (3) challenging—the extent to which your observations constitute a challenge; (4) developmental—the extent to which your comments develop other students’ ideas / observations.  As the course progresses, it will become clear who does and does not read the material, participate and contribute.  The students who attend consistently, and stand out as major contributors to class discussions, will be rewarded accordingly.  The others will be rewarded relative to their contribution.

Learning logs:  In each week we will have two sessions of 1.5 hours each.  Each session will be devoted to a specific topic.  To enhance your learning experience, the learning log is designed to provide you with an opportunity to reflect on the ways in which the issues and concepts discussed in the reading material and raised in class concern you, your role in the workplace, and the organization you work for.  In addition, you will have an opportunity to apply some of the concepts we will learn during the semester.  
The questions for each of these logs as well as the exercises can be found in the syllabus at the end of this document (additional material will be handed out in class or via the course website).  You are required to answer all sets of questions and submit them on time.

A submitted learning log should be written in the following format: single-sided, 12 point font, double-spaced, 1-inch margins; specific instructions regarding the scope and length are provided below.  I prefer the learning logs to be an individual work.  However, I realize that some like to work in teams so you may complete the learning logs as a team’s work.  If you choose to it individually then you can select to complete 4 learning logs of your interest.  Please make sure to apply the concepts related to the issue you explore by providing a real-case example from your organization, or an organization you’re highly familiar with.
Team Assignment: 

Teams of up to 4 students (depending on enrollment) will be formed on the first day of class.  Each team is required to complete one case study analysis as follows:

You should choose a specific topic discussed in this course and tackle it using the experience accumulated in organizations and industries of an interest to you (e.g., an organization you work for and had experience a crisis event; an industry which you are familiar with and faced decline).  I am mostly interested in how you develop insights from analyzing case study that concerns the key topics learned in this course such as decline, failure, downsizing and restructuring, crisis management, etc.  The best way is to choose a specific firm and perform a comprehensive analysis of how it tackled the challenging event/situation it encountered.  To this end, you need to understand the firm, its competitive arena, strategy, competencies and competitive edge.  This can be obtained only through the use of both primary and secondary sources.  Since you work in teams it will be beneficial to start early and use effective division of labor.

I am interested in your reflections and thoughts; the main criterion upon which your work will be evaluated is its thoroughness. Other specific criteria for evaluating your work are: structure, clarity, knowing and understanding the theory, observing and articulating theoretical insights, discussing significant managerial implications, lessons learned, and originality.  Each team member will be given the same grade unless other team members suggest otherwise (e.g., one of the students did not contribute equally). I trust you all be good citizens in terms of teamwork.

The submission deadline for each assignment is in the last week [#7 (sessions #12 and #13)].  To enhance knowledge exchange, I encourage you to distribute a copy of your completed assignment to all class members before each class meets.  My suggestion is to do so via e-mail as using attached file.
You are required to submit to both the Instructor and TA your team assignment via e-mail.  Any work that is not be submitted on time will not be evaluated and the team will lose all their points. Submission by teams who do not come to class will be considered “not submitted”.  No exceptions will be made.
An assignment should be submitted in:

1. A Word file of about 20 pages in length (single-sided, 12 point font, double-spaced, 1-inch margins), but no longer than 30 pages, including cover page, references, and all supporting tables and figures.  
However, since I also ask groups to present their work in class you should prepare:

2. A PPT-file [my suggestion is to have a 16-page PPT file and using 24 point font].  The citations and references can appear in smaller font size.  

Note. As in all academic work, you are required to provide accurate citations for any ideas that are not originally yours.

Teams will be invited (at random) to present their case study analysis in class within a time frame of 20 minutes.  Teams will be notified at the beginning of the assigned session whether they have been selected to present their case-study analysis.

	Session
	Topic
	Guiding Questions 
	Reading Material

	Session 1
	Introduction

Basic Constructs
Accounting-based models for predicting bankruptcies. 
	Why is it important to study business failures and crisis management?

What is organizational crisis?  How does it differ from decline, failure, or downsizing?

What are strengths and weaknesses of the financial-based business failure models?  How should financial data be best used to predict the failures of companies?

	Non-mandatory reading:

McWilliams, J. D. (1977) “Discussion” In: Altman, E.I. & Sametz, A. W. (Eds.) (1977). Institutions and markets in a fragile environment (pp. 109-120). New York: John Wiley & Sons.


	Learning log
	
	What evaluation criteria would you use when making an investment or a loan?  Would your criteria be different for a start-up business vs. a more mature firm? Why?

Why is it not enough to use financial data to predict organizational failures? What are the alternatives? 
Prepare a 1-page paper and submit it according to the instructions above.
	

	
	
	
	

	Session 2
	Industry Decline
	Factors causing the decline of industries.
Incumbents’ strategic choices in declining industries.
Coping successfully in a declining industry.
	Harrigan, Kathryn. R. (1980). Strategy formulation in declining industries. Academy of Management Review, 5 (4), 599-604.

	Learning log
	
	What factors caused the decline in the newspaper industry in the U.S. and other parts of the world?

What are the major changes that the industry has encountered [trace changes since the 19th century]?

How have the newspapers responded? 

On May 17, 2012, Warren Buffett announced that his company, Berkshire Hathaway, was buying 63 newspapers from Media. 

Why do you think Buffet decided to make this purchase?  How would you evaluate his move?  
Reflecting on the newspaper industry in Israel, what are the similarities and differences?  What factors have shaped the declining demand? What were the major players' [e.g., Yediot, Maariv, Haaretz] responses?  What would you have done differently if you were managing one of these firms?  
Prepare a 4-page paper and submit it according to the instructions above.
	Collis, David J., Olson, Peter W., & Furey, Mary. (Mar 11, 2009). The Newspaper Industry in Crisis.  Harvard Business School Product number: 709463-PDF-ENG


	
	
	
	

	Session 3
	Organizational decline
	What is organizational decline?
What are the causes of organizational decline?
How do firms cope with organizational decline?
	Weitzel, W. & Jonsson, E. (1989). Decline in organizations: A literature integration and extension. Administrative Science Quarterly, 34, 91-109. 
Additional (non-mandatory):

Whetten, D. A. (1988). Sources, responses, and effects of organizational decline. In K. S. Cameron, R. I. Sutton & D. A. Whetten (Eds.), Readings in organizational decline: Frameworks, research, and prescriptions (pp. 151-174). Cambridge, Massachusetts: Ballinger Press.


	Learning log
	
	Describe a firm that gained substantial success and declined: Brief history, industry and competition.  

Identify the sources of the firm’s decline, and the responses of the senior executives to the emerging problems.

What lessons can you draw from this case-in-point?

Prepare a 3-page paper and submit it according to the instructions above.
	

	
	
	
	

	Session 4
	Failure of Technology-Intensive Businesses 
	Why and how do large technological business projects fail?

	

	Learning log
	
	What was the idea behind Iridium? 

Was it a technology or market driven business? How did it affect the viability of the business?

What went wrong [discuss the role of governance and finance structure, technology, marketing, competition, leadership].

What insights can be generated about managing large technological businesses? Provide another example of a large technological project that failed.

Prepare a 3-page paper and submit it according to the instructions above.
	MacCormack, Alan., & Herman, Kerry. (Nov 28, 2001). The Rise and Fall of Iridium.  Harvard Business School Product number: 601040-PDF-ENG


	
	
	
	

	Session 5
	Downsizing
	Why do organizations downsize?
The effects of downsizing on employees and other stakeholders.
	Mishra, A.K., Mishra, K.E., & Spreitzer, G.M. (2009). Downsizing the company without downsizing morale. MIT Sloan Management Review, 50 (3), 39-44. 
Additional (non-mandatory):
Budros, A. (1999). A conceptual framework for analyzing why organizations downsize. Organization Science, 10 (1), 69-82.


	Learning log
	
	Downsizing affects both and survivors and non-survivors. 
Locate two individuals: one who survived the downsizing decision, and another who did not (was laid off); 
Interview them in an attempt to explore how it affected their work attitudes and outcomes and their functioning.

Instruction:
Prepare a 3-page paper and submit it according to the instructions above.
	

	
	
	
	

	Session 6
	Restructuring
	How firms transform and restructure themselves following setbacks

	Non-mandatory reading:

Cascio, W. F. (2002). Strategies for responsible restructuring. Academy of Management Executive, 16 (3), 80-91.


	Learning log
	
	What factors led to IBM’s success during the 1960s and 1970s and its problems during the late 1980s and early 1990s?

What did Gerstner do in April 1993? Evaluate Gerstner’s approach to the situation of IBM. How well did he perform as a turnaround manager?

What lessons can we draw from the case of IBM for restructuring large corporations?

Prepare a 4-page paper and submit it according to the instructions above.
	Mandatory reading material: 

Applegate, Lynda M., & Collins, Elizabeth. (Jul 08, 2009). IBM's Decade of Transformation: Turnaround to Growth. Harvard Business School Product number: 805130-PDF-ENG 


	
	
	
	

	Session 7
	High-Reliability Organizations
	Building and sustaining a high-reliability organization.

	Non-mandatory reading:

Tucker, A. L., & Edmondson, A. C. (2003). Why hospitals don’t learn from failure: Organizational and psychological dynamics that inhibit system change. California Management Review, 45, 55-72.


	Learning log
	
	Reading the interview with Karl E. Weick, what do you see as the core elements that enable an organization to manage the unexpected and design a high- reliability system?
Prepare a policy paper for your firm to design a system that is more reliable and has the capacity to effectively manage unexpected events. [Write a 2-page paper and submit it following the instructions above].

	Mandatory reading material: 

Weick, Karl. E., Coutu, Diane. L. (Apr 01, 2003). Sense and Reliability: A Conversation with Celebrated Psychologist Karl E. Weick.  Harvard Business Review, 81 (4), 84–90. [Harvard Business School Product number: R0304F-PDF-ENG].



	
	
	
	

	Session 8 
	Organizational crisis
	Frameworks for understanding organizational crises.
Crises as the organizations evolve.
Crisis-prone vs. crisis-prepared organizations.

	Greiner, Larry. E. (1972). Evolution and revolution as organizations growth. Harvard Business Review, 37-46.
Mitroff, Ian. I., & Alpaslan, Murat. C. (2003). Preparing for evil. Harvard Business Review, 81, 109–115. [Harvard Business School Product number: R0304J-PDF-ENG]
Additional (non-mandatory):
Pauchant, T. C. & Mitroff, I. I. (1992). Transforming the crisis-prone organization: Preventing individual, organizational and environmental tragedies, San Francisco: Jossey-Bass. (Ch. 1, 8-33).

Shrivastava, P., Mitroff, I.I., Miller, D. & Miglani, A. (1988). Understanding industrial crisis. Journal of Management Studies, 25 (4), 285-303.


	Learning log
	Organizational crisis
	What is organizational crisis?

In what ways do crisis-prone and crisis-prepared organizations differ? 
Provide one example of a crisis-prone organization and another example of a crisis-prepared organization, and explain the differences. 

 
	

	
	
	
	

	Session 9
	Organization in crisis
	The demise of Remedia
or

Recall 2000: Bridgestone Corp.

	Note. Choose one of the following crisis events and address the relevant questions in the learning log.

	Learning log option #1
	
	How did the crisis of Remedia emerge?
What were the weak and strong signals?

What were Remedia’s responses? How effective were they? Why? 
What would you have done differently if you were the head of the firm?


	Carmeli, A., & Halevi, M. I. (2007). Reacting to the Remedia Beriberi Tragedy: Doing the Right Thing. Organizational Dynamics, 36 (3), 244-258.


	
	
	
	

	Learning log option #2
	
	The National Highway Traffic Safety Administration (NHTSA) open on May 2000 an investigation regarding Bridgestone/Firestone, Inc. (BFS) providing non-safety tires mounted on sport utility vehicles. 
How the crisis emerges?

What were the weak and strong signals?

What were the players’ responses? How effective were they? Why? 

What would you have done differently if you were the head of the firm?

For either Remedia or Bridgestone cases, prepare a 4-page paper and submit it according to the instructions above.
	Case Study: Recall 2000: Bridgestone Corp. (A).

Harvard Business Press Case Study:  Lynn Sharp Paine. (July 10, 2001). Recall 2000: Bridgestone Corp. (A). (Product Number: 9-302-013).



	
	
	
	

	Session 10
	Crisis leadership
	Crisis leadership – defined.

Effective crisis leadership.


	Dutton, J. E., Frost, P, J., Worline, M. C., Lilius, J. M., & Kanov, J. M. (2002). Leading in times of trauma. Harvard Business Review, 80, 54-61.

	Learning log
	
	What makes a person an effective crisis leader?

Why and how does a compassionate response help people to cope and recover from a crisis situation?

Prepare a 2-page paper and submit it according to the instructions above.
	

	
	
	
	

	Session 11
	Managerial biases
	Why do managers fail to foresee “predictable surprises”? 
	Watkins, Michael. D., & Bazerman, Max. H. (2003). Predictable surprises: The disasters you should have seen coming. Harvard Business Review, 81 (3) 72-80.


	Learning log
	
	List at least five biases or flaws that managers experience and thus fail to effectively foresee and adapt to threats (or challenges)?

Provide an example for each bias.

Prepare a 2-page paper and submit it according to the instructions above.
	

	
	
	
	

	Session 12
	Team presentation
	
	

	
	
	
	

	Session 13
	Team Presentation (cont.)

Wrap-up
	Key insights learned.

Reflecting on managing for creativity and innovation in organizations
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