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Abstract

This thesis suggests that consensus is a critical blind spot in crisis management models. The authors
have grounded their argument in one conceptual framework by integrating two model theories in
crisis management models and consensus theory and its related behaviors; Abilene Paradox and
Groupthink. The authors evaluated these theories against Lehman Brothers between 2007 and
September 2008. The results demonstrate that consensus is problematized in the decision-making
process throughout the crisis management model. This suggests that consensus is a dormant risk
factor that should be viewed as problematic in crisis management models. The authors conclude that
the role of a principled constructive dissenter should be formalized in leadership and management of

organisations to short circuit problematic consensus in crisis models.

Keywords: organization, crisis, consensus, Lehman Brothers, management, crisis management, crisis

management models, Abilene Paradox, Groupthink, Constructive Dissenter.
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1. Introduction

No organisation is immune to crises. While some organisations have recovered others have
crashed and/or seized to exist as a consequence of the reputational and financial damage the
organisational crisis has caused. This tells us that organizations have to prepare for the
unexpected — crisis or chaos in an uncertain world.

Why do organizations sometimes fare poorly in mitigating crises in spite of comprehensive
crisis management programs (CCMP) and organisations who are often surrounded by experts
in technical, leadership and management teams, and still make the most baffling choices such
in the examples of the Volkswagen scandal, BP Deepwater oil spill, the M/S Costa Concordia
disaster and the space shuttle Challenger to name a few (Blackwelder et al., 2016; Cherry &
Sneirson, 2010; Foster et al., 2012; A. J. McDonald & Hansen, 2009).

Crisis management is a field of extensive study in business schools and practiced in real
world contexts. Crisis management models have been developed and applied as part of the
crisis management framework when an organization might be facing a crisis or has a crisis
plan ready should the unforeseeable happen.

The advantage with crisis management models is that the foreseeable is possible at the early
detection stage (I. I. Mitroff et al., 1988). However, in spite of the information given that
crisis is a potential possibility, organisation’s members tend to do the opposite of what is
needed at the time, often starting from as early as warning stage and continue a process of
what seems like a collective organizational denial until the crisis has reached a full-blown
scale of no return (I. I. Mitroff, 2000; Weick, 1988). This study explores and evaluates crisis
management models and the role of problematic consensus in organizations.

The authors aim to understand the role of consensus behavior as a hidden risk in crisis

management models when an organization is in crisis.
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1.1. Research purpose

The purpose of the study is to explore and evaluate how crisis management models and
consensus, influence organizational crisis. Consensus theory is the process of agreement,
social and collective forms of agreement subconsciously or consciously (Bruccoleri et al.,
2019) Crisis management models focus on decisions that lead to actions and non-actions

during a cycle of crisis (Coombs, 2021; 1. I. Mitroft, 2002).

The aim of the authors is to find if there is a connection to problematic consensus in the
decision-making stages of an organizational crisis and suggest a possible solution in the
conclusion section. It is the assumption of the authors that research gaps exists in the role of
consensus as being problematic and that it remains dormant as a hidden risk in the crisis
management model. There are two main research questions that guide the research strategy

and knowledge gap.

1.2. Research question
In order for the authors to do the study and fulfill the purpose of the paper, the following

research questions have been chosen.

(1) Could consensus be a hidden risk in crisis

management models?

(2) At what stage(s) does consensus become 1.Could 2. At what
consensus be stage(s) does

problematic in a crisis management model? a hidden risk consensus
in crisis become
management problematic in a
models? crisis

. ) ) ) management
In figure 1: Research question 1 & 2 is an illustration model?

of the two research questions and how they

interconnect with one another. Here, the use of arrows

shows how the research questions are dependent on

each other and where focus on consensus in central. Figure 1: Research question 1 & 2
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1.3. Introduction to organizing a conceptual framework

The authors will integrate two theories in one conceptual framework. The Ian Mitroff Five
Stages of Crisis Management model and consensus theory. The conceptual framework will
make it possible for the authors to connect contact points from the five-stage crisis
management model to consensus theory through two sub-categories of behaviors: the Abilene

Paradox (Harvey, 1974) and Groupthink (Janis, 2008; Bruccoleri et al., 2019)

In the crisis management literature, organizational crisis is differentiated with disaster (R. W.
Perry, 2007). Disaster is described as events that are sudden and unexpected and which
happens outside of one’s control such as natural disasters which can require a multi-pronged
approach to solve the disaster or mitigate further negative impacts of the disaster.
Environmental disasters such as global pandemic (Spinelli & Pellino, 2020) bush fires in
Australia (Yu et al., 2020) oil and chemical spills (Beyer et al., 2016) nuclear plant reactor in
Fukushima, Japan (Funabashi & Kitazawa, 2012) climate change disruptions such as the
drought in the Syria (Gleick, 2014) are some examples of disasters and the implications they

have to society at large as well as reputation of organisations (Cherry & Sneirson, 2010).

Crisis has a broad definition and therefore crisis can be interpreted as context specific. An
accepted notion of crisis is a breakdown of a system that creates a collective stress or conflict
(Coombs, 2021). Organizational crises can also be impacted by external events such as an
environmental disaster, global pandemic, economic depression or war that could stop a global
supply chain amongst other hindering factors, that can negatively impact the internal systems
and operations of an organization. Organizational crises is defined as “disasters precipitated
by people, organizational structures, economics and/ or technology that cause extensive
damage to human life and natural and social environments ”’(Ian I Mitroff et al., 1987). A
crisis in the organizational or corporate context can damage the financial structure and the

reputation of an organization (Barton, 1994; Coombs & Holladay, 2006)

Organizations in crisis or about to head into a crisis can sometimes be given warnings that

will allow time to mitigate the damage as much as possible through marketing,

3(1)
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communications and company impressions (Coombs, 2007). Crisis is not unexpected and

therefore crisis can be anticipated (Coombs, 2021).

Crisis is context specific and therefore crisis is perceptual (Coombs, 2021; Weick, 1988). The
leadership and management of an organization may perceive crisis as a crisis depending on
their definitions of the perceived threat or impact to the organization. If leaders and managers
of an organization believe there is a crisis, then the consensus is that there is (Richardson,

1994).

Similarly, if stakeholders, those that have invested interest in an organization such as bank
customers or shareholders, do not believe there is a crisis because the organizational
leadership does not perceive there is one, then the consensus is there is not. (Harvey, 1974;

Janis, 2008; Janis & Mann, 1977; Weick, 1988)

To understand organizational crisis and the decisions making process evaluated in crisis
models, the authors of this study will rely on established crisis management literature specific

to organizational crisis to the background of the conceptual framework.

1.3.1. Crisis Management Models

Crisis management models have been developed as stages or phases or cycles. The four-stage
model developed by Steven Fink (Fink, 1986), the five-stage model by Ian Mitroff (1.
Mitroff, 2004; 1. I. Mitroff et al., 1987) and an overarching three stage model that is an
amalgamation of the earlier crisis management models and relied on by crisis management
experts (Birch, 1994; Guth, 1995; Richardson, 1994). The four-stage model developed by
Fink (1986) uses a medical illness metaphor as its organizing framework. For the purpose of
this study, the authors have chosen to use the Five Stage Crisis Management Model by lan
Mitroff (1987; 2004).

The reasoning behind this choice is because the overarching three-stage model is a

compressed model of the two earlier models. Also, between the four-stage and the three-stage
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models, is a hybrid model that is either descriptive in Fink’s approach or too broad in the
three-stage model approach. The five-stage model takes an active approach, where a pro-
active stance in the early stages of signal detection as well as in the last stages of recovery
and learning, has a prescriptive approach (I. I. Mitroff et al., 1987). The five-stage crisis
model will allow the authors to connect contact points of each stage of an organizational
crisis and evaluate where along these stages, consensus was problematized in the decision-
making process and actions taken or not taken. This will also make it possible to suggest

practical solutions based on the theoretical outcomes.

In figure 2: Mitroff's Five Stage Model is an illustration of the Five Stage Crisis Management

Model by Ian Mitroff that has been mentioned and argued for in the text above.

Probing &

+ Warning signs & Prevention + Keep the crisis Recovery « Reflect, review
clues to efforts to . from spreadin and critique.
prevent * Search risk onto other parts of * Retun to « Best practices

feu:torsi reduce/ the organisation operations as « Crisis
gra%/ggepotentlal - or/ and externally soon as possible management
Signal Damage Lessons
Detection Containment Learned

Figure 2: Mitroff s Five Stage Model

1.3.2. Consensus theory

Consensus theory is well established in social science and found in the works of Irving Louis
Horowitz,(1962) Georg Simmel, (1964) and Karl Marx (Marx & Engels, 1970). The
definition of what consensus theory is, is dependent on several different meanings relative to
the context the notion is applied to. Merriam-Webster explains it as an agreement between
people while Cambridge dictionary finds that it is a generally accepted opinion or decision

among a group of people.
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Further meanings with a focus on consensus from a sociological point of view, is that it is a
social phenomenon where there is a collective social adjustment (Horowitz, 1962) and that
notions to consensus theory is the curbing of hedonistic and impulsive instinct (Horowitz,
1962) and of solidarity and social cohesion (Durkheim, 1982). Emile Durkheim, the French
sociologist developed the theory called Social Facts in 1895. A social fact is a collective idea,
a thought or a system that include norms, rules, customs, traditions that control and influence
the actions of individuals. When these norms are violated, there is evidence that behaviors are
customs and those that violate these rules, customs, traditions, etc., are sanctioned (Herzog,

2019).

”A social fact is every way of acting, fixed or not, capable of exercising on the
individual an external constraint; or again, every way acting which is general
throughout a given society, while at the same time existing in its own right
independent of its individual manifestations.”

- Emile Durkheim in The Rules of Sociological Method (1895, p. 10).

A social fact can be defined by its roles such as employee, manager, student, customer,
mother, father, political leader, teacher, doctor, train driver, nurse. Certain expectations are
allocated to these roles and therefore there is an assumption that the individuals who carry

these roles or titles, will act according to what is expected from them (Herzog, 2019).

However, herein lies the paradox with consensus. It is these very social norms, social facts
(Durkheim, 1982), assumptions, societal norms, customs, traditions and culture that may also
enable behavior that, instead of contributing to positive outcomes, that may also contribute to
disastrous outcomes as well. Horowitz (1962) argues that consensus can obscure or hinder
changes that might be much needed if the default is the status quo. He gives specific attention
to consensus being problematic as a form of coercion. Consensus theory and the collective
concept of agreement could become problematic in decision making process. Two behaviors
that could influence decision making where consensus may be problematic, is the Abilene

Paradox (Harvey, 1974) and Groupthink (Janis, 2008).
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The Abilene Paradox first originated from Jerry B Harvey, a management science professor
from George Washington University, USA. It started with his family who were spending a
nice Sunday afternoon in their Texas home in boiling hot temperatures when his father-in-law
suddenly suggested that they all get in the car, drive for a few hundred miles to eat lunch at a
café in a town called Abilene. Harvey thought to himself that this was bad idea but his wife
and mother-in-law agreed that it was great. He went along and said it was a great idea and
they all jumped in the car and went. On the way back, everyone said that they thought it was
a bad idea and that they never wanted to go in the first place. They blamed each other for
making the decision to go and only agreed to support the other. Harvey used this experience
and developed what he called the “Abilene Paradox.” The mismanagement of agreement.
Why people agree to something they really do not want to do (Harvey, 1974).

His research is based on both individual and collective contexts within organisations, that

what he writes could be on their way to Abilene.

According to Irving Janis, a social psychologist who developed the theory of groupthink,
when organisation’s members share a strong desire for solidarity and agreement in relations,
they automatically apply to “preserve group harmony.” Groupthink can yield positive results
where there is high cohesion and where members of a group share this “we feeling” of the
desire of unanimity and the desire to maintain relationships (Janis, 2008).

Research has proven that high-cohesive groups are more effective than low-effective groups
(Bruccoleri et al., 2019) but Janis argued in his theory that the very “superglue” that bonds
people together are often the reasons what causes their mental processes to get stuck (Janis,
2008). Janis argued that the more “concurrence-seeking” behaviors in close-knit groups can

cause them to make defective decisions and not a lack of competence.
The authors will integrate the above mentioned traits of consensus problematized as a form of

(1) coercion with (2) the Abilene Paradox and (3) Groupthink as sub-sets of consensus theory

to the conceptual model.
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1.3.3. Introduction to Lehman brothers

In spite of its humble beginnings, Lehman Brothers stood the test of time when went through
historical external shocks and crises such as The Great Depression of the 1930s, WWI and
WWII and the Russian debt defaults in the mid 1990s (Harvard Business School, n.d.).

As one of the longest running, most recognizable financial institutions in the US banking
sphere, Lehman Brothers was more than just a bank; it was a trusted institution, a constant in
time and above all, a legacy corporation (McDonald & Robinson, 2009). Lehman Brothers
was founded by brothers Henry and Emanuel Lehman as the H. Lehman dry goods store and
started its operations in 1847, dealing mostly with consumer products. Business quickly drew

their interests further from dry goods into the booming cotton trade in the 1800s.

The cotton trade made a lucrative business for Lehman’s which was farmed on the backs of
Black African men, women and children, who made it possible for Lehman’s to solidify and
commodify cotton on the New York Cotton Exchange in 1870 (New York Times, 2021; I.
Perry, 2021). Cotton was the beginning of Lehman’s financial-advisory business and genesis
of the bond market. This suite continued to follow where Lehman Brothers dealt further with
finance such as venture capital and equity in the 1920s and 1930’s up until it became the

fourth largest investment bank in the United States in the years leading up to its

organizational crisis in 2008 (Jared Dillian, 2011; Sorkin, 2010; Ward, 2011).

Lehman Brothers who had previously survived almost unparalleled challenges in the
financial market, finally succumbed to the immense pressure of the imminent crisis and
declared itself bankrupt on September 15, 2008, after being in business for one hundred and
sixty years. The Lehman Brothers’ bankruptcy triggered a global financial crash in the USA

and which also reverberated into the global economy markets between.

The US financial system, its monetary history, policy and markets is vast and has played a
larger macro-level context of what happened to Lehman Brothers. While the machinations of
capital management financing culture in the US, customs in practice, laws, tradition and

policies of the American financial system is not the scope of this study (Friedman &
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Schwartz, 2008), background reference to reforms in the American financial legal system,
allowed commercial banks to merge with investment banks. These changes in policy is what
some argue, enabled the banking system to fall in the way that it did and which enabled banks
such as Lehman’s and others like it (CNN Business, 2018; Kelly, 2008), to take advantage of
the lack of regulations (Ivashina & Scharfstein, 2010).

The Gramm-Leach-Biley Act of 1999 replaced the Glass-Steagall Act of 1993, that previously
did not allow commercial banks to merge with investment banks due to conflict of interest,
high risk and lessons learned during the Great Depression, when the banking system
collapsed (Mawutor, 2014; Roux-Dufort & Pauchant, 1993).

As a consequence of the banking reforms, Lehman Brothers merged with many commercial
banks and these banks made sub-prime loans as a form of a financial asset class which
Lehman’s invested heavily and sold to hedge funds (Frame et al., 2015; Ivashina &
Scharfstein, 2010; Sorkin, 2010; Valukas, 2010).

The scope of this study is limited to what was happening within Lehman Brothers leading up
to their organizational crisis as well as the culture and norms external to Lehman Brothers
during 2007-2008 (L. McDonald & Robinson, 2009). The organizational crisis will be
evaluated according to the contact points in the five-stage crisis management model. The data
derived from these contact points will then be analyzed and discussed in Abilene Paradox and

Groupthink.
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2. Literature review

In order to answer the research questions, the authors have applied two theories that will
make a conceptual framework.

The first theory is the five stages of crisis management model based on organizational
management scholar, Ian Mitroff as found in works either entirely by him (1988; 2004) or
together with Pauchant (1990; 1992) or together with Pearson (2019).

The second is consensus theory (Horowitz, 1962) and two behavioral concepts related to
consensus theory. This is the Abilene Paradox (4P) (Harvey, 1974) and Groupthink (G7)
(Janis, 2008).

The authors will apply these two theories into a single conceptual framework by evaluating
the Lehman Brothers during the period of 2007 — September, 2008. The authors aim to show
a correlation between consensus and consensus behaviors of Abilene Paradox (AP) and

Groupthink (GT) in the five-stage crisis model through the diagrams below.

2.1. Five Stage Model of Crisis Management

Crisis management scholar, Ian Mitroff has defined a five-stage model for crisis management
for the first time in 1988. Its five stages are: (1) Signal Detection, (2) Probing and Prevention,
(3) Damage and Containment, (4) Recovery (5) Learning, and will be used as contact points.
The contact points are evaluated and categorized according to the stages from past examples
of crisis and how it was applied. In Figure 2: Mitroff's Five Stage Model are the yellow

filled-in boxes the contact points.

Probing &

+ Warning signs & Prevention + Keep the crisis Recovery « Reflect, review
clues to efforts to . from spreadin and critique.
prevent * Search risk onto other parts of * Retun to - Best practices

feu:torsi reduce/ the organisation operations as « Crisis
g::ggepotentlal - or/ and externally soon as possible management
Signal Damage Lessons
Detection Containment Learned

Figure 2: Mitroff s Five Stage Model
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2.1.1. Signal detection

Signal detection is the first contact point of potential crisis. Most crises are preceded by a
string of early warning systems (Ian Mitroff et al., 1987) Organisations need to read these
early warning signs and to respond to them. Early warning systems will look different in

different organisations and will seldom be perfectly clear (Ian Mitroff, et, al., 1987, pp. 286).

In the book The Essential Guide to Managing Corporate Crises (1996), Ilan Mitroff together
with Christine M. Pearson and L. Katharine Harrington further elaborate on the signal
detection stage through the use of an example from the American Space Shuttle Program and
the horrendous disaster that unfolded on January 28, 1986, when the Space Shuttle Discovery

exploded, killing all seven crew members onboard.

The authors point to the report of the President's Commission on the Space Shuttle Accident
that found, in its investigation, that several attempts to warn against certain possible failures
had been made prior the accident. It furthermore uncovered a clear trail of memos
immediately before the disaster that highlighted the specific issue of the design of the O-rings
that is what ultimately led to the catastrophic disaster. These warnings, although used too late,

was used to prevent the same disaster by re-designing the O-rings for future missions.

In his 2010 article Embedding issue management as a strategic element of crisis prevention
from the Disaster Prevention and Management journal, Tony Jaques discusses Mitroff’s
framework and elaborates on the signal detection stage. Jaques writes that a wider systemic
management failure can be the root cause of failed signal detection where organizations
accept and, in some cases, encourage structures that limit signal detection, inhibit upward

reporting and discourage a diversity of opinion.

He refers to cases of poor signal detection such as the case of the Société Générale that lost
$7 billion or 4.9 billion Euros because of one financial trader gone rogue. An independent
panel found that the bank had failed to act on the many red flags or early warning signals

prior to this. This systematic management failure can, together with other underlying
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systemic potential issues, lead to a culture in which signal detection in crisis can be unwanted
as these signals might prove embarrassment to management as management could sometimes

be to blamed for the very situation the detected signals come from.

Jaques continues by stating that researchers studying BP’s management and internal culture,
following its Texas City fire in 2005, found a culture which there was a widely held
knowledge of its internal problems but where this knowledge was suppressed from critical
discussion because “only good news flowed upward.” Jaques refers to Mitroff’s assertion in
his book, Managing Crises Before They Happen (1. 1. Mitroft, 2000) that most, if not all,
crisis have clear warning signals and that they are often ignored by a few key players within
the organization that noticed signs but that these signs, when shared with superiors, were

ignored or blocked.

2.1.2. Probing and Prevention

This is the second contact point and it is when organisations actively search and assess risk
factors that differentiate crises that is happening within an organization or exogenous to the
organization. This distinction is critical as the response will be determined to what is
happening within the organization and what is happening outside of the organization and how

that information is perceived ( lan Mitroff, et at., 1987).

A further elaboration is done by lan Mitroff, Christine M. Pearson and L. Katharine
Harrington in the book The Essential Guide to Managing Corporate Crises (1996), where the
authors introduce the stage by emphasizing that it should not imply that every crisis
imaginable can be prevented. Instead it emphasizes that probing and prevention as a practice
of managing an organization as a preventative measure of crisis management is the opposite
of the adage, "if it ain't broke, don't fix it.”. The authors follow this with the example of the
1984 Union Carbide chemical explosion in Bhopal, India, with more than 3 000 fatalities and
more than 500 000 injuries as the consequence of a severe leakage of the fatal methyl
isocyanate gas. A lack of basic safety response training for the inhabitants in the surrounding

area contributed to the cause of preventable deaths, i.e. the practice of covering noses and
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mouths with a rag or a safety breathing apparatus in order to avoid inhaling and ingesting the

deadly methyl isocyanate gas.

To add further dimension to the second stage of probing and prevention, in his 2010 article,

Embedding issue management as a strategic element of crisis prevention, Tony Jaques

discussed whether or not probing and prevention should be a proactive or reactive activity:
”When crisis management is seen in the reactive crash management mode, it is
inevitable that any concept of crisis prevention will focus primarily on control
measures designed solely to minimize damage. But if crisis prevention is seen as part
of a much broader concept of pre-crisis management, the established and well-defined
discipline of issue management has a great deal to offer, utilizing many of the same
tools and techniques. Applied during the pre-event stage, there are four broad areas
where issue management can contribute to crisis prevention.”
- Jaques (2010, pp. 23).

Jaques argues that the connection between the second stage of probing and prevention and the

subsequent stage of detecting signals, are interconnected. This interconnection supports that a

preventative action plan should be place prior to when signals of crisis are detected.

2.1.3. Damage and containment

The third contact point is that its apparent that an ongoing crisis in the organization is taking
place. The aim at this stage is to do everything to contain the damage and to prevent it from

spreading though the organization’s eco-system (1996, Mitroff, et. al).

One example of poor damage and containment are the environmental consequences of the
Exxon Valdez oil spill in 1989. The Exxon Valdez, an Exxon Shipping Company owned oil
supertanker, struck a reef close to the shore of Alaska. The immediate damage was a severe
oil spillage that was subsequently worsened by poor damage containment mechanisms, such
as the inefficacy in oil skimming (the practice of skimming and removing oil that floats on
the water surface), and defective communication lines within Exxon’s different divisions. It is

also highlighted that successful damage containment mechanisms and activities should be in
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place prior to a crisis as these are virtually impossible to invent during an actual crisis. For
the case of the Exxon oil spillage, this meant that proper development, training and testing of
oil skimming had to be done prior to the spill, something that Exxon had not done which led
to their poor and inefficient oil skimming (1996, Mitroff, et. al). The damage and
containment stage can, therefore, be summarized as a proactive rather than reactive stage of

crisis management even though it comes third in the order of the five stages.

The third stage of damage and containment is further elaborated by Tony Jaques 2010 article
Embedding issue management as a strategic element of crisis prevention. He argues that
containing the damage done by crisis is connected to the previous two stages of the five-stage
model. Jaques points to several examples from history where crises have worsened even
though there was adequate signal detection and preventative actions taken for the direct
crisis. One of the primary examples is the story of when in 1995, Shell UK attempted to sink
the decommissioned oil storage buoy, Brent Spar, that still contained elements that were
harmful for the environment. Greenpeace activists occupied the buoy in order for it not to be
sunk, something that Shell UK took legal action against. By taking legal action against
Greenpeace, Shell failed to recognize public and political opinion and underestimated the
crisis, which in the end led to a public and political uproar against the sinking that resulted in

Shell UK having to abandon its plans on sinking the buoy.

2.1.4. Recovery

The fourth contact point when the organization goes back to some form of normalcy as soon
as practically possible. This is done through implementing short-term and long-term recovery
programs that are, to the furthest extent possible, planned for in advance, in order to resume
normality. Such programs include identification of services and procedures, large and small,
that are needed which often entail reassignment of people to new jobs in accordance with the
situation during/post crisis and new geographical operating sites and areas/industries (1996,

Mitroff, et. al).
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An example of such a recovery process mentioned above are the strategic choices made by
Apple Inc whilst dealing with and, to some extent, recovering from the 2020 and onwards
global chip shortage. To provide a brief background; the global chip shortage is an ongoing
industrial crisis in which the demand for integrated circuits, i.e. chips for technological
devices such as smartphones, computers and cars, far exceeds the possible supply; something
that has led to whole industries having to slow down production of said devices (2021, J.P.

Morgan).

In order to recover from the supply shortage, Apple Inc, have decided to start production of
their own chips in-house. This was done in accordance with what the authors highlighted as
large and small procedures as Apple, in starting their own production of chips, reassigned
whole teams of employees from departments affected by the crisis to new departments
focusing on the development in-house chip production (The verve, 2021)

The recovery stage is connected to the first four stages of the crisis model. This is because

long-term recovery programs require a holistic approach.

2.1.5. Lessons learned

The fifth contact point is when organization members reflect on the crisis, evaluate the
damage, the vulnerabilities, its strengths and stores this into its organizational memory in
going forward. Crisis prepared organizations examine and compare the factors that led to the
crisis in order to learn lessons whilst unprepared organizations seek to find blame (1. I.
Mitroff et al., 1996). This ties the fifth and final step to the previous four by showing that all
stages are important and intertwined and that the lack of one or more steps breaks the five

stages model, collapsed like a deck of cards.

For examples of widespread learning after a crisis, authors William Rick Crandall, John A.
Parnell and John E. Spillan, in their 2013 book Crisis Management - Leading in the New
Strategy Landscape, elaborate on Mitroft’s fifth stage. They write about the dramatic changes
that were made within the airline industry as it learned more and more about the September

11th attacks. Further examples, though not from the private sector but from the public sector,
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is the reoccurring theme of implementing preventative legislation after a crisis has been

analyzed as to prevent a similar crisis occurring in the future (Congress, 2010).

2.1.6. Five Stage Model of Crisis Management - Contact points

In figure 3: Five Stage Model - Contact Points Signal Detection 1.
[SD]

is an illustration of the contact points in the Ian
Mitroff (1988) Five Stage of Crisis LA ol oD "

Management Model which will later be used in .
Contact Points Damag%_&[gggt]a'"mem

connecting to the Abilene Paradox in 2.2.
Abilene Paradox and Groupthink in 2.3. Recovery 4. [R]

Groupthink.

Lessons Learned 5.

[LL]

Figure 3: Five Stage Model - Contact points

2.2. Abilene Paradox

The Abilene Paradox is the inability to manage agreement (Bruccoleri et al., 2019; Harvey,
1974). Harvey distinguishes that the inability to manage agreement is not the same as the
inability to manage conflict. There are six symptoms that define the Abilene Paradox as the

consensus of agreeing and communicating agreement. The symptoms are as following:

1. Organization members agree privately as individuals the nature of the situation facing the

organization.

2. Organization members agree privately as individuals the step they should make or required

to make to manage the situation.

3. Organization members fail to communicate their desires or beliefs to one another and do

the opposite by misleading each other into a perceived reality
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4. From inaccurate information and inaccurate signals, organization members make collective
decisions that lead them to take actions opposite to what they intend for the organizations

purpose and arrive at results that are counter-productive.

5. As a result of counter-productive action based taken by the organization, employees of
organizations become frustrated, betrayed, angry, and confused with the organization

leaders and or sub-groups of the organization.

6. If the organization does not identify with the cause of the problem, which is inability to
manage agreement, cycle repeats itself and as Harvey writes, “the organization is on the

road to Abilene” all over again (Harvey, 1974).

A road map has been created to make sense of the Abilene Paradox in order to understand
underlying psychological themes in organisations (Harvey, 1974). These themes are
described as landmark points and can be compared to contact points in the five-stage model
crisis. In figure 4: Abilene Paradox - overview of landmark points is an overview of the
landmark points and how they lead to the above mentioned symptoms. In figure 5. Abilene
Paradox - in-depth view of landmark points is a more in-depth view of not only the landmark

points but also what defines them.

Action Anxiety

Negative Fantasies
Landmark points

Abilene Paradox Real Risk

Separation Anxiety

Psychological Reversal
of Risk & Certainty

Figure 4: Abilene Paradox - overview of landmark points
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* Fear of being disloyal,

* Knows what they are not one of the
doing “players”

* The "Hamlet dilemma"

Negative
Fantasies

* Loss of prestige, loss
of face, position and

Action
Anxiety

Separation
Anxiety
* Unwilling to * Fear of isolation . l’ng rr:;:n:’n‘g‘gﬁ!m’fz'
accept =~ * Fear of the known risk 9
existential risk . )
Ostracism

* Unwilling to

* Confirms the very fear

* Fear of taking risks the organisation

accept that may separate dreads
gonssquenase from others * Self fulfiling prophecy
. Psychological
reversal of Risk &
Real Risk atr

Figure 5: Abilene Paradox - in-depth view of landmark points

The road to and from the Abilene paradox has risks. The victim and victimizer are symptoms

of the paradox in that no one takes responsibility for their inability to manage agreement.

Blaming and finding fault is one of the signs that an organization is on its way to Abilene

Paradox. Collusion is another risk. It takes team effort to go to Abilene (Harvey, 1974). An

organization in the grip of Abilene paradox is often in collusion with others including

colleagues, leaders, managers and external institutions.

2.3. Groupthink

The social psychologist, Irving Janis
developed Groupthink theory. He
describes that groupthink is a model of
defective thinking and applies the
crash of the space shuttle, Challenger
in 1986 as a leading example (Janis,
2008). He lists eight symptoms of
groupthink and that which map the
underlying causes of concurrence-
seeking behavior in organisations. In
figure 6: Eight symptoms of groupthink
are an illustration of the eight

symptoms that Janis (2008) has listed.

1.lllusion of invulnerability

2. Belief inherent mortality of
the group

3.Collective Rationalization

Symptoms 4.0ut-group Stereo-types

Groupthink

5. Self-Censorship

6.lllusion of Unanimity

7.Direct Pressure on
Dissenters

B.Self-Appointed mind-guards

Figure 6: Eight symptoms of groupthink
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The symptoms of Groupthink are broken down into stages. The first two stages show a
tendency of over-estimating the groups capacity and its own perceptions, see figure 7:
Groupthink - stages 1-2, overestimating the group's capacities. The next two describe a
tunnel vision, see figure 8: Groupthink - stages 3-4, tunnel vision, and the last four symptoms
represent a high-levels of conformity and coercion towards conforming, see figure 9:

Groupthink - stages 5-8, pressure to conform (Janis, 2008).

« Belief they are
exceptional

*Have been gone
through worse before
can do it again.

lllusion of
vulnerability

Belief in inherent
mortality of the

group

« Invincible
» Assumes an arrogance

that they are superpowers

* Rules do not apply to the

group

« Group has its own code

and rules

+ Collective rationalization
can be summed as "see
no evil, hear no evil..."

« Shared misconceptions
go unchallenged or
unchecked

Collective
rationalisation

Out-group
stereotype

» Assumptions that any other
expert advice or facts are
wrong

+ Takes a superior position over
others the group considers
less than their equal.

Figure 7: Groupthink - stages 1-2, overestimating the group's Figure 8: Groupthink - stages 3-4, tunnel vision

capacities

+ Unclear communication

+ Subjective
communication

* lack of certainty out of
fear for being right

lllusions of
Unanimity

« Believes that everyone is
in agreement

* Assumes silence as
agreement

« Prevents any critical analysis

that would hinder the group
from achieving its goals

« Applies pressure to change,

conform information

Self-appointed
mind guards

+ Purposely obscures

information from members of
the group.

+ Works with no transparency
+ Protects group members

from knowing uncomfortable

Direct Pressure truths.

Self-Censorship on Dissenters

Figure 9: Groupthink - stages 5-8, pressure to conform
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2.4. Previous research

Previous research in crisis management models that have applied the five-stage model crisis
has been extensive and decision-making process in organizational crisis has been studied
extensively. Research has also been made on the roles leaders and managers play in reaching
decision-making through consensus, (Schweiger et, al 1986; Jen and Manix, 2001; Horowitz,
1962; Roberto, 2013) as well as the roles of consensus making as groupthink (Janis & Mann,
1977) and Abilene Paradox (Harvey, 1974) in horizontal forms of shared leadership,
(Bruccoleri et, al 2018).

The topic of consensus has been written as it is a wide field that encompasses many different
schools of thought and academic domains. There is, however, one area which it is especially
prominent and that is sociology where it has created its own field of research.

It is not limited to the study of sociology but also lends its concepts to several philosophical
schools of thoughts such as functionalism through the works of Talcott Parsons and his
writings on the actions of individuals which make up the social system (Parsons & Shils,
2017) Marxist analysis philosophy on conflict theory and economic structures and systems,
(Hirshleifer, 2001; Marx & Engels, 1970) and through the writings of Antonio Gramsci
(Fusaro, 2019) on the conceptions of hegemony and its tensions between autonomy of

ideologies and economic systems that are determined to succeed as cohesively as possible.

It is therefore a wide field in which it has many different applications and different inherent
meanings that sometimes contradict one another and yet have similar stands of thinking. Not
unlike Gramsci’s and Marx’s theories, Horowitz argues that consensus is form of coercion is
(Horowitz, 1962). He examines the notion of consensus that influences behavior as a form of
coercion that is not conducive to change. He argues concepts within conflict theory
scholarship could be appropriated when seeking to disrupt status quo and needed change.

Consensus becomes a problem when conditions stay unchanged and hinders growth.

Similarly, there is well researched scholarship in crisis management models by Fink (1986) in

four stages (1986), in three stages (Coombs, 2002) and in five by Ian Mitroff, an expert in the
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field of crisis management. They have all written extensively on crisis models and crisis
management programs (CPMS) when detecting, preventing and recovery. A crisis has its own
life cycle. Each life cycle of a crisis requires a different approach until the crisis has passed

or resolved (Coombs, 2022).

The Lehman Brothers story - its banking legacy and its extraordinary demise has been well
documented in academia, press, books, podcasts, news journals by contributors such as
McDonald & Robinson (2009), Stein (2013) and Sorkin (2010).

Most writings have predominantly focused on Lehman Brothers as a financial institution and
the risk it took in its unchecked investments on the subprime loan markets that allowed low
income earners to buy homes on a mortgage payment system that they would later default on
their loans. The authors argue that there is a gap in current literature on the role of consensus

played in the Lehman Brother’s crisis which is why this study is being conducted.
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3. Research Methodology

In order for the study to answer the two research questions, the chosen methodology will be
discussed. The qualitative research method has been selected for the research design. In
assuming the qualitative research approach, an interpretative philosophy therefore underpins

the basis of the research design (Saunders et al., 2009).

The mono-method qualitative design has been applied in the collection of data because the
authors are using sources of secondary data collection technique, such as archival data, open
sources, videos, audio files, academic writings in articles, books and books written by authors
in the after-math of the Lehman Brother’s crisis. The mono-method is a non-numerical
approach to research. The methods used to collect data are unstructured and/ or semi
structured which have been sorted according to categories that relate to the two theories

which will build a conceptual framework in this study.

As this is a qualitative study, the method of collecting data has been through indirect
observations of individuals either in visual or audio form, collecting and categorizing written
statements, passages of books, interviews and archival news footage. No methods such as
surveys where numerical evaluations have been conducted or analyzed, as it would if this was

a quantitative study (Saunders et al., 2009).

Two main theories have been applied that are well established in the crisis management
literature. These theories have then been divided and categorized into contact points where
the authors can evaluate the secondary data from the single case study method.

Figures will be used to illustrate relationships these theories have to the data collected.

22 (1)



Linnacus University

Sweden

3.1. Theory extension
There are two theories and sub-set theories that have been selected to answer the research

questions. These have been written out below.

Research questions:
1. Could consensus be a hidden risk in crisis management models?

2. At what stage(s) does consensus become problematic in a crisis management model?

Theories and sub-set theories:

1. Five Stage Crisis Management Model

2. Consensus Theory through two sub-set behavioral concepts:
A. Abilene Paradox
B. Groupthink

The five stage crisis model was developed by crisis management scholar, Ian Mitroff (1. .
Mitroff et al., 1987; Pearson & Mitroff, 2019) and is a well established as a crisis
management model in crisis management programs (CMP) within organisations and has been
discussed in detail in section 2. 1. Five Stage Model of Crisis Management.

The five-stage crisis model and its five stages of crisis cycle have five contact points that
indicate the crisis process in its potential, prevention, damage, recovery and lessons learned

stages as illustrated in 2.1.6. Five Stage Model of Crisis Management - Contact points.

The authors will apply the five-stage crisis contact points with data collected and evaluated.
The second part of the theory framework is consensus theory. Consensus theory is broad and
the authors will apply established consensus theory from scholars such as Horowitz (1962)
and by extending the theory research further to problematizing consensus through two
behaviors, Abilene Paradox (Harvey, 1974) and Groupthink (Janis, 2008) as discussed in
sections 2.2. Abilene Paradox and 2.3. Groupthink.
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The authors have applied Abilene Paradox and Groupthink as two sub-sets in extending
consensus theory. By evaluating the theories of five-stage crisis model and its contact points
to the Abilene Paradox and Groupthink, the authors final conclusion will have found

correlations between consensus problematized in the crisis model.

3.3. Case study
Case study is one of several forms of social science research. The others forms are surveys,
field studies, archival analysis, economic modeling (Robert K Yin) Case study are often

followed by “why” and “how” questions.

The case study method is the preferred method to this study because the authors choice of the
qualitative approach in the research design. Therefore, the research strategy which is based
on a conceptual framework built from two established theories, will need to have a case study

to evaluate the framework and answer the “why” and “how” research questions.

The research question is trying to find the operational links traced over a period time. The
authors want to know how the crisis in Lehman Brothers happened by tracing it through the
five-stage crisis model. The authors then want to know what the outcomes of these stages

were in relation to consensus behaviors in Abilene Paradox and Groupthink.

The case study of Lehman Brothers is mixture of history and contemporary events. The
authors have no control of the behavioral outcomes since the event of the crisis and which
Lehman Brothers was a contributing part of, no longer exists. The authors must rely on
primary documents, secondary documents and any other sources of information from the time
the study is focused on. Individuals who were a part of the crisis and that were involved
directly and or indirectly are still living and so this is the overlap between the historical and
contemporary method of case study (Yin, 2009). However, the authors must rely on indirect
observations, interviews recorded previously about the events and collect the data from this

information and apply it to answer the research question.

24 (1)



Linnacus University

Sweden .
?3203
sSlee

The conceptual research design by the authors of this single case study method aims to
expand theories used for this study and make analytic generalizations from the findings (Yin,

2009).

3.4. Data collection

In regards to the case study of Lehman Brothers and Prevalence of Data type

data used
data, data has been collected in the form of journals,
1 | Books
books, newspaper articles, public court hearings, 2 Public court hearings
digital audio data such as podcasts, peer reviewed 3 Journals
research and visual data such as television e
interviews and any other relevant open source data 5  Other

known as document data (Saunders et al., 2009). Figure 10: lllustration of data usage where

the order is determined by what has been
used the most.

The mono-method qualitative data collection

approach is chosen because of two reasons.

The research strategy of building a conceptual framework from two established theories to
evaluate Lehman Brothers, makes the research questions tangible and practical in terms of
application the method. This is possible because of the multitude of secondary data available

to the authors and in the limited scope of the master thesis.

Secondary data has been analyzed and categorized according to the conceptual framework.
Due to the multitude of secondary data available regarding the Lehman Brothers, this allows
opportunities to use existing data to build new information and create new knowledge that

might not have been realized before.
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3.5. Data analysis

Once the authors established the research design, the process of data analysis was then
possible. The research design is built on a conceptual framework of two theories.

In order to test the research questions on these two theories, a data analysis had to be
implemented. The source of data comes from the case study. In this example, the authors
have chosen Lehman Brothers between the period of 2007 and 2008 as the source of

secondary data.

The over-arching aim is to find out what role consensus plays in problematising
organisational crisis. The authors selected a five-stage management model crisis and two sub-
categories of behaviour, Abilene Paradox and Groupthink, related to consensus theory.

The authors selected data relevant to Lehman Brothers between 2007-2008 when the

organisation was unravelling in a crisis that triggered the global financial crisis of 2008-2009.

The data about Lehman Brothers was selected according to the five-stage crisis model and its
contact points as shown in figure 11: Five Stage Crisis Model and the contact Points in

relation to Lehman Brothers below.

Signal Detection [SD]

Prevention&Probing
[P&P]

Lehman Brothers

Damage & Containment

Five Stage Crisis Model D&C]

Organization Crisis

Recovery

Lesson Learned|LL]

Figure 11: Five Stage Crisis Model and the contact Points in relation to Lehman Brothers
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The authors collected and analyzed data according to the contact points within the
organisation of Lehman Brothers. There were historical facts and references that also had to
be considered while researching background of Lehman Brothers during their crisis and that

was included in the authors findings.

This meant that the authors discovered that external factors related to finance culture, norms,
and assumptions through institutional organisations in banking, legal, finance and academic

sectors had to be included in the data analysis of the conceptual framework.

The five stage model contact points made it possible to identify through the data analysis
which stage Lehman Brother’s was in during their crisis. Each contact point was then

numbered with the corresponding data.

The second part of the data analysis involved connecting consensus theory and the two sub-
categories of behaviour, Abilene Paradox (AP) and Groupthink (GT). The authors have relied
on the research of Harvey (1974) and Janis (2008) who developed the theories of Abilene

Paradox and Groupthink.

Once the contact points and corresponding data was collected and numbered from the five-
stage crisis model, the authors analyzed the contact points with consensus behaviors such as
AP and GT. Each of the sub-categories of Abilene Paradox and Groupthink have separate

symptoms corresponding to their concepts (Harvey, 1974; Janis, 2008).

The authors applied the relevant p—
invulsr:grn:bility

symptoms of each AP and GT
Belief in inherent
mortality of the group

sub-set to the contact points in
Collective
Rationalization

the five-stage crisis model. This

. . ; Out-group
can be seen in the following Groupthink Lehman Brothers sterectypes
Consensus theory
figures; figure 13: Groupthink - Problematized SRR
eight symptoms and figure 12: llusions of unanimity
Abilene Paradox - five Direct Pressure on
Dissenters
symptoms that follows on the Self-Appointed
mind-guards

next page. Figure 12: Groupthink - eight symptoms
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Action Anxiety
Negative Fantasies
Abilene Paradox Lehman Brothers
Consensus Theory Real Risk
Consensus
Problematized

Fear of Separation

Psychological Reversal
of Risk and Certainty

Figure 13: Abilene Paradox - five symptoms

3.6. Reliability and validity of the study

Evaluating the credibility of the reliability and validity of the study is broken down to two

parts: qualitative reliability and qualitative validity.

Qualitative reliability is the overall research design of the study and the reliability of the
design or strategy and if it is consistent and can be repeated if a similar research study should
be taken.

Qualitative validity is the process of analysis and evaluation to the data and the

measurements applied to determine the accuracy of the findings.

The authors applied the qualitative mono-method approach from secondary sources that were
derived from many and diverse sources. This should decrease the risk of unintended bias and
thus increase the validity of the study. Secondary sources were taken from first-hand accounts
of former employees of Lehman Brothers, who gave subjective analysis when it came to
giving early warning signs that was a contact point in the first stage of the crisis model. This
data was valid in the study as the authors looked at what, where and whom may have given
warning signals to Lehman Brothers that indicated a potential crisis coming their way.

Because these were first-hand accounts, this added to its validity. Similarly, court hearing
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documents from the US congress gave validity to legal statements that was recorded verbatim
in the post-recovery stage of the crisis model. The accounts of key witnesses gave depositions

which added to the studies validity.

The qualitative reliability of the study was based on the validity of the data that was going to
be measured and considered for its accuracy. The authors matched the data in the contact
points that corresponded with consensus behavior and their symptoms. The selection process
came from diverse secondary sources but not randomly selected. Because the authors were
specifically looking for data that was going to be relevant to contact points from wide range
of secondary sources, this meant that there would have to be some subjectivity in the
selection process. However, choosing data from a wide of variety of sources, should help to

minimize that bias.

In measuring the reliability of contact points to the consensus sub-set behaviors, the authors
aimed to credibly show the relationship between crisis model and the hidden risk of

consensus problematized in organizational crisis.

3.7. Limitations/implications

The authors acknowledge that there were some limitations during this research study. The
first limitations was in the approach of secondary data collection. In relying on various and
diverse sources of secondary data collection, meant that the time scope to write the master

thesis was limited and therefore more time towards a richer data base could have been made.

The authors chose Lehman Brothers as its case study method which meant that primary data
was not going to be available about a company that no longer existed because of a crisis.
However, implications for using a variety and diverse secondary data analysis, allowed
opportunity to create new knowledge from the existing secondary data that might not have

been realized or thought of previously.

29 (1)



Linnacus University

Sweden .
i

A further limitation was to use one crisis model in its conceptual framework and not compare
with other existing models. This might have given the authors a richer study when measuring
the contact points to the phases of crisis within an organization. While the implication of
choosing one crisis model, allowed the authors less fragmentation in the conceptual

framework and cohesion.

Consensus theory and its sub-set behaviors, Abilene Paradox and Groupthink could be a
stand-alone conceptual framework. This might have added to a detailed and richer study if
the authors chose this theory exclusively. However, the implications of connecting consensus
and problematizing consensus in the chosen crisis models, has made it possible to identify

gaps in research.

The authors argue that consensus theory and crisis models have existing tensions. There is a
gap in the research knowledge between crisis management models and problematic
consensus. Implications of this study show consensus, while useful in finding agreements can

become problematic in a crisis.

The role of the constructive dissenter integrated with crisis models as a pro-active contact

point, should also be a topic for further research in transformational leadership studies.
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4. Findings

4.1. Lehman Brothers and the Five Stages of Crisis Management
The authors collected and applied the data which showed evidence of the different stages of
the crisis management model that occurred externally and within the organization. This has

been categorized as contact points which correspond to the five stages of the crisis

management model.

4.1.1. Signal Detection [SD]
Seeks to identify warning signs and takes preventative measures (1. 1. Mitroff, 2000). This first

stage in signal detection emphasizes preventative measures. Organisations adapt various
circuit breakers, warning systems, controls, monitoring, internal and external signals that

can give warnings or hint to an impending crisis (1. 1. Mitroff et al., 1987).

Contact Point: SD #1

Sheila Blair, was the former chair of the Federal Deposit Insurance Corporation (FDIC) in
2006. The FDIC is an insurance organization that guarantees deposits to banks if they go
bankrupt. Blair saw the signs of predatory lending by banks as back as 2001-2002 (NPR
RADIO, 2018).

By meaning predatory lending, banks were approving loans to low income individuals
coming from low-income areas in the USA, who did not have the capacity to pay their
mortgage or refinance their homes. One of the reasons that this was possible, was that the
USA government did not have policies that imposed mortgage lending standards. Banks were
approving loans with high interest fees which made the bulk of the principal loan before the
bottom loan payment could be paid. When the gap between the lender and lendee could be
monetized through the interest rates, a new financial instrument was created by the market
and this was the sub-prime loan. This financial instrument was sold as investment portfolios
that were predicted to make revenue as long as the high interest fees were getting paid by the

low-income owners, and in some cases zero security assets by some.
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Lehman Brothers invested in these sub-prime loans and tied other financial assets to these
debts. Lehman Brothers was an investment banking organization that also syndicated itself to
commercial banks. When the home loans were approved by the commercial banks, there was
a fixed interest rate that was attractive to the home buyer. But this interest rate was only a
temporary fixed rate and would change to double the cost of the loan itself. When home
prices dropped, people could not refinance or sell their homes. Suddenly, the home loans

were worth more than the actual houses.

Blair forecast a problem when she saw what was happening with predatory lending home
loan market and correlation to banks. If people could not pay their debts back that they had
borrowed from commercial banks, then banks were essentially going to go under. She called
for a best -practice approach amongst the financial sector as an incentive to self-regulate even
if the US government did not have regulations at the time. There was no incentive to regulate
as long as the USA government did not regulate. Signal detection stage is to identify a gap or
trend that is occurring externally or internally that could impact organisations. When the sub-
prime loans by housing owners were beginning to default, Lehman Brothers had failed to

detect this trend and take the action necessary.

Contact Point: SD #2

Three credit rating agencies, Standard & Poors, Moody’s Investor Service and Fitch Ratings
failed to warn investors in the high risk of investing in the sub-prime mortgage securities but
instead, by not disclosing to the investors, it enabled their business model to succeed.
Investment banks such as Lehman Brothers created bundles of financial products that
included majority of their security assets as sub-prime loans. In order to sell these financial
assets to other money-market funds and as bonds, investment banks relied on the top ratings
of the credit agencies that would give the buyer the impression or the trust that their financial
products had been certified as a high-quality product. If credit agencies did not give high
ratings to the Lehman Brothers for their subprime loans, they could not sell their assets on
the money-markets and Lehman’s could take their business to another credit agency (White,

2010; Wolfson & Crawford, 2010).
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Contact Point: SD #3

Mathew Lee, was a senior vice-president at the Lehman Brother’s finance division in New
York, in 2008 (The Guardian, 2010). On May 16th of 2008, when he sent a memo to Ernst &
Young, who were the auditing company for Lehman Brothers, highlighting unethical
accounting discrepancies. Ernst & Young senior partners, interviewed Mathew Lee. In his list
of some of the discrepancies he highlighted was a particular accounting gimmick which
Lehman Brothers’ designed called Repo 105 and Repo 108 (Jennings, 2011). Essentially
these were terms that classified loans on short-term loans. Lehman’s borrowed excess funds
from companies in exchange for collateral. During the period the loan was borrowed, it gave
the perception that Lehman had made a sale on the books to declare in its financial
reporting’s when in fact it had not. This was a key concern by Lee and which he took up to
the audit partners, Ernst & Young (Wiggins, Bennett, et al., 2014). Mathew Lee was fired a
month after Lehman Brothers announced a downsizing of the company. In a press statement
released by Ernst & Young in November, 2007, they cited that Mathew Lee’s findings were

unfounded and had that no material issues were identified (The Guardian, 2010).

Contact Point: SD #4

Lehman Brothers hired Madelyn Antoncic, a former mortgage trader in Goldman Sachs and
who had a Ph.D. in economics as its risk manager in 2002. Her job was to essentially manage
risk management portfolios. Mark T. Williams the author of Uncontrolled Risk (Williams,
2010) writes that risk management at Lehman’s was a demoted status and brushed under the
rug. Madelyn Antoncic warned the head of Lehman Brothers, Dick Fuld, that it had too much
risk on its books (Antoncic, 2016). By 2003, Lehman Brothers had become a real estate
hedge fund posing as an investment bank. In 2007, the spiral had already started and exposed
the risky mortgage securities that Lehman’s had made. Madelyn Antoncic was fired in 2007
and replaced a new risk manager who according to Mark T Williams, had no risk training and

was friendly to Dick Fuld (Williams, 2010).

There is a fundamental paradox connected to crisis management. The less vulnerable an
organization believes itself to be, the more vulnerable it is to crisis when it happens and the

more vulnerable an organization believes it is, the more it will be ready to respond to crisis (1.
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I. Mitroff et al., 1987). Lehman Brothers was a legacy company and the fourth largest
banking institution in the USA. They had withstood external shocks such as the 9-11 terrorist
attacks (Rhee, 2005) (New York Times, 2011), the Russian debt default crisis in 1992 (Duftie
et al., 2003) and the Wall Street crash in 1987 (Bogle, 2008).

Information and the steps taken to act upon the information is part of the signal detection
stage. Mathew Lee detected an anomaly in the accounting system and he notified the external
audit company, Ernst & Young, who was hired by Lehman Brothers. He presented the
information, alerting them to what he raised as red flags, specifically to the Repo 105 short-
term loans. The assumption was that Ernst & Young was an independent actor and should

have acted to alert Lehman management on Lee’s detection (Geis, 2013).

The other assumption in signal detection phase is that no organisations will react the same
way to crisis. There is a difference between warning signals existing outside the
organizational culture and the warning signals within the organizational culture (Kotter, 2008;
I. I. Mitroff et al., 1989). The way an organization is structured, can often determine how it
will respond to crisis in the signal detection stage (Mano, 2010; Pearson & Mitroff, 2019).
Lehman Brothers had opportunities in the early stages of detection from external and internal
sources via communication channels, risk managers such as Madelyn Antoncic who warned
the head, Dick Fuld directly, and trends that were starting to happen such as the drop in the
housing market and through various individuals close to the organization and within the

organization that gave early warning signals.

4.1.2. Probing and prevention [P&P]

Organisations search for the known crisis factors and work to reduce the potential for harm.
Mitroff writes about defense mechanisms in Sigmund Freud s theories (1. 1. Mitroff, 2005)
Denial, disavowal, idealization, grandiosity, projection, intellectualization and
compartmentalization are all the mechanisms that organizational members can experience as

coping mechanisms in a crisis.
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Contact Point: P&P #5

The beginning of the sub-prime mortgage crisis started in 2006. Mitroff writes that under
one of the defense mechanism such as disavowal, (Shrivastava & Statler, 2012 pp. 192)
individuals, organization’s members tend to make statements to disavow worst case
scenarios. The chairman of the US Federal Reserve Bank, Ben Bernanke said in 2007, that he
did not believe that the growing number of mortgage defaults would seriously harm the
economy and said that banks shared risks when financing private equity deals, (CNBC, 2007;
Shrivastava & Statler, 2012).

Contact Point: P&P #6

Two hedge funds at the investment banking company, Bear Stearns saw their assets plummet
in 2007. The hedge funds were made of highly leveraged mortgage backed securities and
these hedge funds collapsed. By March 2008, investment partners stopped trading with Bear
Stearns because they lost their trust in the bank and its ability to stay solvent. Bear Stearns

stock fell from $173 USD to $2.00 USD in March 2008.

Contact Point: P&P #7

The crisis unfolding at Bear Stearns was now noticeable to the leadership and management of
Lehman Brothers. Lehman Brothers had the same mortgage backed securities that took down
Bear Stearns but more of it. They tried to sell the sub-prime loans but no one was going to
buy it (Lewis, 2011; L. McDonald & Robinson, 2009; Sorkin, 2010). Leadership plays a
critical role in crisis management (Greenberg & Singer, 2010; Kotter, 2012) and the
perceptions of where the organization sees itself in the external context of a crisis unfolding
(I. I. Mitroft, 2000; I. I. Mitroff et al., 1987, 1989). Fink writes that there are opportunities in
a crisis that can lead to the road to recovery or the beginning of the death of organisations

(1986).
Contact Point: P&P #8

Dick Fuld and his management team released a financial report as confidence in the market

was eroding. Lehman Brothers released such financial reports that were known as “window
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dressing” presentations where it manipulated the statements to attract investors and retain
investors’ confidence (Saleh, 2016). This financial statement was to assure their investors and
the markets that Lehman Brothers had it under control and Lehman Brothers falling stocks
rose again (Sorkin, 2010 pp. 33-34). For a brief moment, it looked like Lehman Brothers,
who had come through some major crises in the past, would again survive the current one
that was engulfing them. The market considered Lehman Brothers as one of the pillars of
Wall Street, after it disclosed its earnings report on the tails of Bear Sterns collapse (New

York Times, 2008)

The legacy of Lehman Brothers and its organizational identity in relation to its reputation in
the financing sector, was now at stake as well as cause of celebration. When the stocks began
to rise again during the unravelling of the financial markets and financial pundits had raised
their confidence (The Wall Street Journal, 2008) Dick Fuld made a speech to his employees
on the trading floor. The speech was to instill a sense of community, loyalty and unity in
getting through the dark days ahead. His speech was to remind his employees who they were
and that nothing was going to beat them (Jared Dillian, 2011) As the leader of Lehman

Brothers he was trying to make some sense-making of a crisis (Weick, 1995).

Contact Point: P& P #9

Bear Sterns was rescued by bankers from USA’s Federal Reserve Bank, who orchestrated a
fire sale of Bear Sterns to JP Morgan (Forbes, 2008; Kelly, 2008). Lehman Brothers, via
Dick Fuld, assumed that they would also be saved by a similar deal (Bogle, 2008; CNN
Business, 2018; Greenberg & Singer, 2010; Kelly, 2009). Grandiosity is another defense
mechanism where organisations believe that they are too important and too big to fail (1. L.

Mitroff, 2002, 2005; Sorkin, 2010; Williams, 2010).
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4.1.3. Damage and containment [D&C]

1t is apparent that an ongoing crisis in the organization is taking place. The aim at this stage
is to do everything to contain the damage and to prevent it from spreading though the

organization s eco-system (1996, Mitroff, et. al).

Contact Point: D&C #10

Limit the negative impact of the crisis and its spread. The buy-out of Bear Sterns did not
appease the financial markets as was hoped. Instead, investors made a bank run and pulled
everything they could out of Lehman Brothers as the next bank in line to go up for sale. The
lack of trust in the financial system caused a liquidity crisis in Lehman’s as investors put a

stop on trading, transactions and held assets.

Contact Point: D&C #11

The US Treasury Secretary, Hank Paulson urged Dick Fuld, the president of Lehman
Brothers to start looking for a buyer for Lehman’s because they were not going to get a
government bail-out like Bear Sterns (Henry M. Paulson, 2010; Sorkin, 2010). Two banks
who were potential buyers for Lehman, Bank of America and British Barclays, pulled out of

the deal.

Contact Point: D&C #12
Lehman Brothers had to prepare for bankruptcy. Lehman Brothers had $639 billion in assets
that it could not sell to cover the $613 billion. These assets were tied to high risk sub-prime

mortgage debts, making it unattractive for other investors or lenders to cash-flow Lehman’s.

Contact Point: D&C #13

The US congress refused to grant a $700 billion out to the banks as a result of Lehman’s
bankruptcy. This meant that credit lines that were interconnected to each other in commercial
banks and which were syndicated to investment banks such as Lehman Brothers and Bear
Stearns, the money market funds were going to collapse (Fein, 2012 pp. 18-19). Lehman

Brothers bankruptcy triggered the financial crisis in 2008.
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Contact Point: D&C #14

The impact of Lehman Brothers bankruptcy led to the depreciation of commercial real estate
value to 70% in the USA, hedge funds that borrowed from Lehman Brothers, collapsed
bringing investors who borrowed to these hedge funds to collapse (Ivashina & Scharfstein,
2010). Investors such as banks and insurance companies from Japan, Germany and England
were also impacted by Lehman’s bankruptcy. Lehman’s also impacted energy companies,
insurance companies, agricultural farming companies. This showed that Lehman’s business
as investment banker, was in fact in the housing business, the energy business, the insurance
business, the pension fund business, the agricultural business. The complexity of business
means that one company’s business is in everybody’s else’s business. When crisis happens to

one business, it impacts other business (I. I. Mitroff, 2005).

This meant that ordinary people who had their life savings or and pensions funds, that had
their money in any of the banks or hedge funds or insurance bonds, mutual funds who had
relied on the brokerage advice of Lehman Brothers and did not transfer their funds out in

time of the debt default, had been wiped out (Erin Denison, Michael J. Fleming, 2019).

4.1.4. Recovery [R]

When the organization goes back to some form of normalcy as soon as practically possible.
This is done through implementing short-term and long-term recovery programs that are, to
the furthest extent possible, planned for in advance, in order to resume normality (1996,
Mitroff, et. al).

Contact Point: R #15

At this stage, attempts are made to get things back up and running as soon as possible. The
recovery stage can also be in stages. Short term and long-term phases, (Fink, 1986; I. 1.
Mitroff et al., 1987). In the case of Lehman Brothers, the organizational operations had
fundamentally changed and ceased to exist because of its default to bankruptcy. The
bankruptcy therefore, changed the organizational identity of Lehman Brothers (Appelbaum et

al., 2012 p. 295). Going forward was not going back. The Barclays bank acquired Lehman
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Brothers and took over its core investment after the bankruptcy (Wiggins, Piontek, et al.,

2014).

Contact Point: R #16

The Dodd-Frank Wall Street Reform Act, of 2010 was a new comprehensive financial
legislation that protected tax-payers and consumers from risky investments banks made
(Congress, 2010).This legislation was put in place after lack of or regulations thereof, as well
as amendments changes to the Glass-Stegall Act, (Banking Act of 1993 (Glass- Steagall),
n.d.) which regulated banks after the stock market crash in 1929, government policy to
regulate investment banks and risk investments (Friedman & Schwartz, 2008; Mawutor,

2014).

The new reform act created oversight councils that regulated banks through the federal
reserve bank. It also strengthened the role of the whistleblower under the Sarbanes Oxley
Act, 2002, which is a law to protect against corporate fraud and which requires US publicly
traded companies over a certain size to comply with its legal auditing obligations, (Cherry,

2004; Coates & John, 2007; R. Moberly, 2012; R. E. Moberly, 2007; Sarbanes, 2002).

Contact Point: R #17

Mitroff writes that when a whole society is in crisis, all the challenges apply. He argues that
the history of American organizations are built on two powerful but faulty assertions: 1) an
organization is a machine and can be broken down into separate parts, divisions, sections,
departments and functions. It is self-standing, separated silos. ii) as new problems and
challenges arise, new functions, departments and silos can be created to its organizational

design without disturbing it in anyway (I. I. Mitroft, 2005, p. 497).

The most significant financial policy reforms and recovery programs began to happen in the
USA through private and government sectors of the USA. The federal reserve and European
central bank made liquidity provisions possible for banks which meant it allowed banks to

borrow from their central reserve as well as asset purchases which meant that the central bank
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bought mortgage backed securities in attempt to lower residential housing mortgages and
stabilize the housing and financial markets (Mishkin, 2011 pp. 60-63).

Lehman Brothers bankruptcy triggered a global financial recession. Unemployment levels
were at its highest at 10 percent in 2008 in the USA and the world economic growth
contracted to minus six-point four percent in fourth quarter in 2008 and continued to fall to

minus seven-point three percent in 2009 (Mishkin, 2011 pp. 50-56).

4.1.5. Lessons learned [LL]

When organization members reflect on the crisis, evaluate the damage, the vulnerabilities, its
strengths and stores this into its organizational memory in going forward (Mitroff et al.,

1996).

Contact Point: LL #18

Lehman Brothers took excessive risk through backing of sub-prime mortgage securities
already in 2006. If Lehman Brothers took advice of its risk management within its
organization, there could have been a possibility to proactively mitigate the collapse at the

early stage.

Contact Point: LL #19
The lack of regulations from government policies in place that made it possible for

investment banks to syndicate high risk borrowing and lending as well as the credit agencies
that turned a blind eye to Lehman Brothers risk and operations (Mawutor, 2014; White, 2010;
Wiggins, Bennett, et al., 2014; Wolfson & Crawford, 2010).

Contact Point: LL #20

The organizational culture of Lehman Brothers rewarded unethical practices and risk taking,
(Sorkin, 2010). Lehman’s managers were encouraged to take big risks and manipulate their
financial statements and made financial fraud which was never reported or raised by its

independent auditor, Ernst & Young (Wiggins, Bennett, et al., 2014).

40 (1)



Linnacus University

Sweden

Contact Point: LL #21

Executive corruptions and excessively high payments in the form of perks and bonuses to
directors of the organization. Executives including the president of Lehman Brothers, paid
themselves out $480 million prior to its bankruptcy, (Kotter, 2008; Mawutor, 2014; Valukas,
2010; Ward, 2011)

Contact Point: LL #22

Unquestioned beliefs on complex financial products and trusting a financial system based on
assumptions, traditions and practices (Shrivastava & Statler, 2012 p. 195). Lehman Brothers
relied on the sub-prime mortgage assets, assuming that it would perform the way it was
expected while externally, the housing market was going through a decline and signs were
showing in 2002-2003 that home loan owners were struggling to pay their mortgage

(Mishkin, 2011; NPR RADIO, 2018)
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5. Discussion

5.1. Lehman Brothers and the problem with consensus

In a study focused on the decision-making behavior of students in a business process re-
engineering projects, Manfredi Bruccoleri (Bruccoleri et al., 2019) the researchers argue that
consensus behaviors of teams influence the outcome of the results in an adverse way. Two
psychological behaviors they apply in analyzing their study is the “Abilene Paradox”(Harvey,
1974) and “Group Think™ (Janis, 2008; Janis & Mann, 1977). These two behaviors underpin
group decision-making dynamics and have different outcomes (Bruccoleri et al., 2019).
Abilene Paradox (AP) and Groupthink (GT) which has origins in consensus theory, have
been applied to evaluate the role of consensus in the five-stage crisis model and their

corresponding contact points.

5.1.1. The Abilene Paradox

The Abilene Paradox can be understood as organisations who frequently take actions that
contradict the information they have which exacerbates their problems when the information
could have mitigated their problems. Put in another way, the Abilene paradox is the inability
to manage agreement effectively (Harvey, 1974). Paradox is based on a logic and rationale
contrary to what is the assumption or expectation that is accepted as the norm. In the example
of the sub-prime mortgage loans, the assumption from the financial stakeholders within
Lehman Brothers and outside it in Wall Street, was the risk management assets would do well
in spite of signs that unemployment was rising, housing prices were getting inflated and
people assumed that they could sell their overvalued homes to the next buyer (Shrivastava &
Statler, 2012 pp. 190-192). Harvey offers a road map as signals to detect when organisations
are heading towards the Abilene paradox what the symptoms are. Action Anxiety is a first
symptom of when an organization’s members make an action against its better judgment or
knows that it is acting unethically because they believe it has to be done. The reasons or the
rationale behind such actions is that the organization’s members are keeping up with illusions

s0 as not to lose prestige or loss of face (Harvey, 1974).
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Contact points in the five-stage crisis

management model suggest the Contact
Point:
Abilene paradox rationale SD #3
tomatic to acti ety i Contact Contact
symptomatic to action anxiety is Boint: Boint:
illustrated in figure 14: Abilene LL #22 LL #20
Paradox-Action anxiety contact Abllene
ints: to the right. Paradox:
points: to the rig Action
Anxiety

Lehman Brothers was a legacy

financial institution, a one hundred
’ Figure 14: Abilene Paradox-Action Anxiety contact points:

- 2 Lessons Learned

and sixty year old organisation, runby  _ Signal Detection

a president of the company, Dick

Fuld, who was known as the “gorilla” (Sorkin, 2010). Mitroff describes this as grandiosity
which he categorises as a defence mechanism (I. I. Mitroff, 2005) that organisation culture
and members, react with as form of self-protection and self-preservation. Risk aversion
connected to a fear of separation is another symptom of the Abilene paradox. The risk is what
Harvey argues is real risk based on confronting a truth or the reality of what the situation is
such as confronting a manager or president of an organisation that a project or product is not
a good idea and that could lead to her being fired (Harvey, 1974). In the case of the whistle-
blower, Mathew Lee (The Guardian, 2010) and Madelyn Antoncic who was in charge of the
risk management group at Lehman’s and who was overruled by the organisation over
favoring commercial risk, said that the “biggest risk is complacency, the biggest risk is no
one wants to listen” (Antoncic, 2016). (Williams, 2010). They both pointed out risk and
discrepancies to leadership at Lehman Brothers and got fired. The fear of taking risk that may
lead to the separation of others lies at the core of the Abilene paradox (Harvey, 1974). An
organisation’s culture may have already started on the road to Abilene over decades of
fostering a culture that does not manage agreement well when making decisions that may end
being counter-productive for the organisation. Furthermore, taking real risk that would
reverse or change such paradox, is the fear of being the outsider. Lehman Brothers had a

reputation for being tough, high risk traders.
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Dick Fuld, the president of Lehman’s had the prestige of the legacy banking history to protect and
project to Wall Street, finance and political institutions and his competitors (Sorkin, 2010). The
paradox is according to Harvey’s theory, that this fear creates the very ostracization and isolation that

Lehman Brothers had been avoiding at all

cost and which led to its inevitable
demise. Contact points connected to fear Contact Contact
. o . Point: Point:
of separation and real risk in the Abilene
. _ D&C #13 D&C #11
paradox are illustrated in figure 15:
Abilene Paradox-Fear & Risk contact
. Contact Contact
points: to the right. Harvey argues that the Point: Abil Point:
lene
Abilene bound organization often colludes D&C #14 Paradox: D&C #12
with others such as colleagues, managers, Fsiasrk&
leaders, other organisations to consciously
and sub-consciously create the dilemma
the Organization finds itself in the first Figure 15: Abilene Paradox-Fear & Risk contact points:

- 4 Damage and containment

place (Harvey, 1974).

5.1.2. Groupthink

The founder of group think scholarship, social psychologist, Irving Janis uses the disaster of
the space shuttle Challenger as a case study of model of defective decision making (Janis,
2008, p. 235) Mitroft uses the case study of the Challenger for five stage crisis management
model, (I. Mitroff et al., 1987) Both researchers were asking the same question and that is
how could a group of experts make such a terrible decision? Janis describes “groupthink™ as a
mode of thinking when people are deeply involved in a cohesive group, where the feeling of
“we-feeling” is strong and the feeling to please and find agreement among another is high

(Janis, 2008 pp. 236-237).

Crisis such as the space shuttle challenger, BP oil Deepwater Horizon, Enron, and not least
the Lehman Brothers collapse are not isolated incidents and what Janis argues in his paper,
have same dynamics at work. Janis argued that concurrence-seeking tendencies in groups,

caused people to make inferior decisions (Janis, 2008 p. 238)
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Mitroff and Alpsalan question the role of what economics and finance departments played in
the financial crisis as well as the role of Wall Street (Shrivastava & Statler, 2012 pp.
188-195). They argue that a set of assumptions, belief systems and a culture in academia and
finance sector, did not allow self-reflection and critical analysis and which contributed to the
global financial crisis. The financial system and culture outside of the Lehman Brothers
organization could be described to what Janis writes “collective rationalization” and which
would further support the argument by Mitroff et.al that economic and finance departments
(EFD) put too much emphasis on measurement, quantification and precision based on two
very basic reductions of human motivation; fear and greed (Shrivastava & Statler, 2012 pp.
189) and these finance concepts based on risk assets and their volatility were not challenged

due to a culture that sought unanimous agreement seeking outcome.

The belief in the inherent morality of the group, is another symptom of groupthink (Janis,
2008 pp. 239) Mitroff names something similar but as a sense of entitlement (1. I. Mitroff,
2005 pp. 600) when individuals and organisations operate under the belief that they have
special rules. This belief gives an organization that they can forge new rules along the

extraordinary rules they have entitled themselves to have.

The credit agencies in contact point SD #2 of the signal detection stage could be compared to
the example of the space Challenger. Engineers from Morten Thiokol warned the day before
the shuttle was about to launch that there was a fault with the “O-ring seals.” These seals had
not been tested at the temperatures that the rocket needed in order to seal fire from when it
launched. The engineers gave it a “no go” for launch. But after a discussion between
executives of NASA and Morten Thiokol , the engineers reversed their “No go” to a “ A-Ok”
(Janis, 2008; 1. I. Mitroff et al., 1987). The credit agencies, unlike the executives at NASA
and Morten Thiokol, knew the risks. Lives were lost as a result of the space challenger
accident and in the case with the credit agencies, who knew that Lehman’s was taking great

risks and continued to give them high credit ratings, did not stop or warn investors. Janis
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argues that this a collective rationalization and a symptom of group think (Janis, 2008, p.

239)

Contact points SD#1, SD#3, SD#4 are the anti-thesis to group think and the Abilene

paradox. These contact points were in the signal detection stage, where crisis was not yet

eminent for Lehman’s and if acted in a pro-active manner, could have mitigated Lehman’s

collapse.

This have resulted in the following figures detailing the contact points:

Contact Contact
Point: P&P#5 Point:SD#1
Contact Contact
Point:P&P#8 Point:SD#2
Group think: Contact
et Collective Point: SD#3
. Rationalization Emst &Young

Figure 14: Groupthink-Collective Rationalization contact points:
- 3 Prevention & Probing
- 3 Signal Detection

Contact
Point:LL#21
Contact
Pcfi::t?ﬁgzo Point:
LL#19
Group
think:
Entitleme
nt

Figure 15: Groupthink-Entitlement contact points:
- 3 Lessons Learned

Contact
Point:SD#3

Whistle-blower

Contact
Point:SD#1

Contact
Point:SD#4

anti-these/ bi-
pass Abilene
Paradox:
Individuals

Contact
Point:
R#16
Contact

Contact 2.0
Point:R#17 PonngR#1

Anti-Theis/
Bi-pass
Abilene

Paradox:

Institutional

Level

Figure 16: Anti-Thesis/Bi-Pass: Abilene Paradox-Individuals
Contact Points:
- 3 Signal Detection

Figure 17: Anti-Thesis/Bi-Pass Abilene Paradox-
Institutional Level Contact Points:
- 3 Recovery
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5.2. Summary of discussion

The five-stage crisis model and its contact points that mark to the different stages of the crisis
cycle, suggest Abilene Paradox in the dilemma of managing agreement and Groupthink in
defective decision making that led to the collapse of the Lehman Brothers.

Groupthink underpin a set of behaviors that make consensus problematic in decision making
(Janis, 2008) whilst the five-stage crisis management model applies a framework to manage

crisis where decision making is dependent on the actions taken or not taken.

The Abilene Paradox becomes problematic consensus when organisations are faced with
dilemmas that perpetuate a soft form of coercion when undermining themselves in agreement
(Harvey, 1974). The group and group tyranny dynamics need a rethink in regards to the loss
of the individual voice in a group, consequences of conforming and group pressure as a form
of coercion to conform. This supports Horwitz’s argument that consensus can be problematic

when behaviors could suggest coercion when an agreement is desired (Horowitz, 1962).
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6. Conclusion
6.1. Key findings

The contact points in the five-stage model that were evaluated for Lehman Brothers, suggest
that problematic consensus behavior contributed to defective decisions from within and
externally of Lehman Brothers at the first contact point of signal detection stage.

The authors argue that consensus problematized as Abilene Paradox and Groupthink was the
hidden risk which then followed the rest of the five stages of the crisis model in Lehman
Brother’s collapse. In reviewing figure 2: Mitroff's Five Stage Model again, a comparison can
be made when comparing it to the model with the problematised consensus included as seen

in figure 17: Consensus problematised in the contact points of the Five Stage Crisis

Management Model.
Probing &

« Warning signs & Prevention + Keep the crisis Recovery « Reflect, review
clues to efforts to . from sFreadln and critique.
prevent * Search risk onto other parts of * Retumn to « Best practices

fax:torsi reduce/ the organisation operations as « Crisis
gmggemte"“a' + or/ and externally soon as possible management
Signal Damage Lessons
Detection Containment Learned

Figure 2: Mitroff's Five Stage Model

Problematic Problematic

consensus Consensus
*signal +Damage & +Lessons
detection + Probing & Containment «Recovery Learned
stage Prevention stage L * Post-crisis
stage * Post-crisis
Groupthink & Abilene Group Think & Problematic
Paradox Abilene Paradox Consensus

Figure 17: Consensus problematised in the contact points of the Five Stage Crisis Management Model
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It was not until the recovery stage which is the post-crisis phase, that institutional changes in
policy regarding better regulations, oversight and unconventional finance solutions had to be
reconsidered and critiqued in what previously, the authors argue, was underlying problematic
consensus culture that created a spiral of events and negative consequences on a global scale

that which had enabled a financial culture to go unquestioned (Shrivastava & Statler, 2012,

pp. 196).

While it is true that no one can predict crisis however, risk analysis and a comprehensive
system of detection may enable an organization to take its temperature regularly. The
organization that fails to prepare, prepares to fail when an organization does not prepare itself
for crisis by identifying where its vulnerabilities are and therefore will struggle to recover
from the crisis (Ian Mitroff et al., 1987). The authors argue that consensus is a problematic

risk factor that can make an organization less resilient to crisis and therefore vulnerable.

The authors have found gaps between consensus and decision-making process that
individuals make in their organizations. This process has been evaluated in the five-stage

crisis model. Crisis models and crisis management plans are essentially theoretical tools.

Human behavior is the unpredictable variable that seems to get overlooked. During several
interviews taken with financial analysts and bankers in the aftermath of the financial crisis in
2008, the assumption was that only numbers mattered and that risk could be managed by
reducing it to a mathematical equation (Shrivastava & Statler, 2012 pp. 191). These very
assumptions have come under critique and not only found unsustainable but viewed as
reductionist thinking of financial analysts in economic and financial departments which has
been perpetuated in academia, Shrivastava & Statler (2012 pp. 190) hence perpetuating a

consensus groupthink culture that has not encouraged critical thinking towards these theories.
A possible solution to counter problematic consensus as a hidden risk, is to formalize the role

of a constructive dissenter in leadership and management roles within organisations

(Clutterbuck & Hirst, 2002; Grint, 2010a; Grint & Smolovic, 2016; Roberto, 2013).
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When organizations oppose dissent such as whistleblowers (Scheuerman, 2014; The
Guardian, 2010; Weiskopf & Willmott, 2013), it often turns out not the way they expected
and they suffer the consequences of mistakes that could have been prevented and further
creating a toxic and unethical environment. Principled dissent is distinguished from other
forms of criticism and opposition (Shahinpoor & Matt, 2007). The constructive dissenter who
is a principled dissenter can be perceived as an important organizational voice who is

ethically highly motivated towards the organisation’s wellbeing.

In the Lessons Learned contact point, the role of the whistleblower was reformed in the
legislation (R. Moberly, 2012) in the aftermath of Lehman Brothers. While this is a positive
sign recognizing that whistleblowers need protection and legal teeth to support them speaking
out against unethical practices in organizations, the authors argue based on the five-stage

crisis model, this could be too late.

The authors suggest a formalized role of a principled constructive dissenter should be pro-
actively part of an organization’s vertical and horizontal structure, and integrated through its
eco-system. The constructive dissenter has a stake in the organization’s wellbeing and goals
and therefore is acting within an organizational culture where as a whistleblower is no longer
acting inside the organization’s context but opposing from outside to force changes that
should have been made while it was possible. Whistleblower could have started out as

constructive dissenter (Shahinpoor & Matt, 2007 pp. 41).

By including the role of a principled constructive dissenter into crisis models as a contact
point in all five stage, would mean a radical approach to transformational leadership, increase
stakeholder value and strengthen the integrity of the organization. This can only happen by
integrating the role of a constructive dissenter into all operational aspects of an organization.
A way to test this would be to experiment in a smaller group within an organization where a

project is to be managed.
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In conclusion, leaders within organisations who have enabled a consensus culture and have
resisted the voice of the principled consenter(s), risk making their organizations vulnerable in
the short-term and long-term. The symptoms of consensus problematized in decision-making
process, rear its ugly head when an organization finds itself in a crisis. The consequences of
these dynamics can threaten the very existential life of an organization, its members and the

spill-over effect it has in society in general.

6.2. Research limitations

Research limitations was first and foremost time. The chosen research design for the single
case study of an organization that no longer exists was also made due to time constraints.
However, an advantage of this reality was it allowed the authors to collect the vast secondary
documented data. However, a disadvantage was the authors could not actively observe their
study in real time. The research topic would have been interesting to study within an
organization going through a crisis and apply the five-stage model crisis and evaluate if
consensus was problematic in the process. The findings might have contributed directly to an
organization or at least awake new perspectives towards crisis, consensus and the solution of

short-circuiting problematic consensus with a principled constructive dissenter.

6.3. Future research

Organizational crisis and the role consensus play in this puzzle is a topic for future research.
The role of formalizing a principled constructive dissenter who has vested interest in an
organization also deserves further research. The authors argue that the principled consenting
dissenter should have a stake in the organization and not impartial to the existential real risks
the organization may face. These tensions would bring some radical insights on

transformational leadership and organizations of the future.
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