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Decision making in Applymg et

uncertain times leaderSh,lp lessons to ,the How China’s consumer
coronavirus pandemic companies managed

through the COVID-19
The timeline for companies to react to the coronavirus has shrunk * . .
dramatically. Here !v‘z five p‘ru\uplt-s that Ied(’)ms can follow to make CrlSlSI A Vlrtual roul’ldtable

smart decisions quickly during the pandemic. Three seasoned leaders describe what they learned from managing

through past crises. Xin Huang, Alex Sawaya, Daniel Zipser
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Responding to
coronavirus: The minimum
viable nerve center

Amid the coronavirus pandemic, companies need a crisis response
coordinated by top management that gives experts and managers the
autonomy to implement creative, pragmatic solutions.
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BiguiS g Pl
U |

McKinsey
& Company

Organization Practice

To weather a crisis,
build a network of teams

This dynamic and collaborative team structure can tackie an
organization's most pressing problems quickly. Here are four
steps to make it happen,
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Leadership in a crisis:
: Responding to the
Demonstrating corporate coronavirus cuithreal

purpose in the time of and future challenges

the coronavirus

Companies will define what they do in the crucible of COVID-19
response—or be defined by it. Here's how to frame the challenge.

For many executives, the coronavirus pandemic is a crisis unlike
any other in recent times. Five leadership practices can help you
respond effectively.

ECCIM.COM



McKinsey
& Company

Briefing materials

Global health and crisis response
Updated: April 3, 2020

ISFAHAN e
CHAMBER OF COMMERCE
INDUSTRIES,MINES & AGRICULTURE 6

o

LSS
é}JQL*bSUJL}A?T'U-“’I
w9 o

McKinsey
& Company

Briefing materials

Global health and crisis response

Updated: March 25, 2020

ECCIM.COM



INDUSTRIES,MINES & AGRICULTURE

ISEAHAN S O S

Ul ) 6l 85,15 00l anzyi g d990 gilie 3y90 5yt WleMbl Cig>
5 wileo (@luoHB,5L GUI IS 9 cuwS aswgi 319 b ST sl aoliy g <g)
L g wiles Juol> pulald o PI-FAFeccoyali glad b yletol (s),9Ls
olgaol jlisS 9 olzo ¢&Lha¢ujlf)jlg Qul ‘abil'i oy JUS w

Migay telegram.me/ECCIMA

7%

ECCIM.COM




:09> O

o (sles)los k)\

3ulS sl Josllgiwr g Y
leilojlw sy



McKinsey
& Company

How China’s consumer
companies managed
through the COVID-19
crisis: A virtual roundtable

Xin Huang, Alex Sawaya, Daniel Zipser
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Three seasoned leaders describe what they learned from managing
through past crises.
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To weather a crisis,
build a network of teams

This dynamic and collaborative team structure can tackie an

organization’s most pressing problems quickly. Here are four
steps to make it happen. P m P J w )
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response teams

Average connections
per person

Mean distance’
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Demonstrating corporate
purpose in the time of
the coronavirus

Companies will define what they do in the crucible of COVID-19
response—or be defined by it. Here’s how to frame the challenge.

by Bill Schaninger, Bruce Simpson, Han Zhang, and Chris Zhu
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McKinsey
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Organization Practice

Leadership in a crisis:
Responding to the

coronavirus outbreak
and future challenges

For many executives, the coronavirus pandemic is a crisis unlike
any other in recent times. Five leadership practices can help you
respond effectively.

by Gemma D’Auria and Aaron De Smet
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About the participants

Jan Craps is Zone President for Asia Pacific, AB InBev, and Chief Executive Officer & Co-Chair at Bud-
weiser Brewing Company APAC. AB InBev is a leading premium brewer in the China beer market, and is
expanding across the region after Budweiser APAC listed in Hong Kong in September 2019. After joining
AB InBevin 2002, Jan relocated to Canada to lead the Quebec Sales Region, and was then appointed
Head of Sales for Canada, before becoming Business Unit President in 2014. He later moved to APAC,
where he served as Zone President Asia Pacific South, Member of the Executive Board of Management
of AB InBev. Prior to joining AB InBev, he was a consultant in McKinsey’s Brussels office.

Motonobu Miyake is CEO of Japanese convenience store operator Lawson (China) Holdings, where he
oversees more than 2,000 stores, and is driving an expansion to 3,000 outlets this year.

Jean-Michel Moutin is Chief Operating Officer of luxury brand LVMH Perfumes for Greater China and
North Asia. He has spent the past seven years in China, moving from Shanghai to Hong Kong, overseeing
LVMH Perfumes & Cosmetics’ business in the region from a strategic, operational, and financial
perspective. Previously, he was CFO of Parfums Christian Dior, LVMH'’s biggest cosmetic brand. He has

worked for LVMH for 25 years across Asia and Europe at the corporate, regional, and local level.
Jean-Michel Moutin

Feng Hua Songis Vice President of Erdos Group. Erdos is the world’s largest manufacturer and retailer
of cashmere apparel, with five brands: 1436, Erdos, 1980, Blue ERDOS and ERDOS Kids. Erdos markets
its apparel through over 500 direct stores and over 1000 franchise stores. Feng Hua Song oversees
Erdos’ operations including merchandising, customer relationship management, manufacturing, and
supply chain operations.

.

Feng Hua Song

Belinda Wong is Chairman and Chief Executive Officer of Starbucks China, where she oversees the
company’s overall business on the Chinese mainland, including driving Retail business growth through
leading and strengthening the store experience, and pioneering the next wave of digital innovations for
the Digital Ventures business. Wong is also a member of Starbucks global executive leadership team,
contributing 20 years of experience building the Starbucks brand across China and the Asia Pacific
region to the company’s global strategic decision making.

Dr. Wenzhong Zhang is Chairman of Beijing-based Wumart and Founder of Dmall. Wumart operates
more than 1,800 fresh grocery hypermarkets and supermarkets, convenience stores, department stores,
and home improvement stores in China with annual sales over 50 billion RMB. Dmall is an ecommerce
and online-to-offline retail specialist that partners with more than 100 large retailers and 10,000 brick-

and-mortar stores in China, and counts more than 80 million registered users and over 18 million monthly
Dr. Wenzhong Zhang active users on its mobile app.
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On March 19, China reported no new locally transmitted cases of COVID-19 for the first day since the
outbreak of the virus in the Hubei province capital of Wuhan. Extraordinary containment measures
limiting the movement of millions, coupled with rapid medical response, appear to have proved effective
in preventing new infections.

As aresult, China’s economy is resuming activity after a near total shutdown. Factories are restarting
production, offices are reopening, and consumers are tentatively venturing outdoors and returning

to stores. As China lifts its lockdown, Europe and North America are entering their own period of
uncertainty, with governments closing borders, issuing self-containment advisories, and banning public
gatherings.

In this unprecedented period of transition, McKinsey’s Greater China Consumer and Retail Practice
conducted a virtual roundtable discussion with China-based executives at leading consumer-facing
companies about their experience managing operations under lockdown. They spoke with Jan Craps,
Chief Executive Officer & Co-Chair at Budweiser Brewing Company APAC; Motonobu Miyake, CEO of
Lawson (China) Holdings; Jean-Michel Moutin, Asia COO at LVMH Perfumes and Cosmetics; Feng Hua
Song, Vice President of Erdos Group and GM of Erdos 1436 Brand; Belinda Wong, Chairman and CEO of
Starbucks China; and Dr. Wenzhong Zhang, Chairman of Wumart and Founder of Dmall.

They offer perspectives on the chief difficulties they faced, the measures that proved most successful
in mitigating the human and business impacts of the virus, and how their operational emphasis shifted
through the epidemic.

They agreed that creating, communicating, and delivering new business plans in an uncertain
environment was among the most difficult challenges they have ever faced. Acting fast to provide
protective gear and sanitizer, additional insurance, and other health-related benefits, emerged as the
most effective strategic response, as this was crucial for maintaining morale.

As the crisis deepened, digital communication with employees, both of safety measures and operational
changes, and messages of support to customers, became vital in keeping strategic responses on track.
With stores closed, businesses doubled-down on digital initiatives, including contextualized WeChat
campaigns, online-to-offline and omnichannel sales, community commerce, and pure ecommerce. When
stores reopened, contactless in-store ordering systems helped customers and employees feel safe.

The respondents also said planning to immediately reopen offline stores was critical to maintaining
company spirit during the crisis. Many also suggested the experience has brought their companies closer
together, while accelerating transitions to digital as they bring operations back to normal.

Below is a collection of reflections about their experience working under lockdown conditions, collated in
the hope that executives in other markets can better adjust to similarly testing circumstances.

McKinsey: What was the most difficult challenge you faced during the COVID-19
outbreak?

Motonobu Miyake: The biggest challenge was maintaining operations while keeping employees safe
when it was unclear whether customers were infected. We hand-carried medical goggles and protective
clothing from Japan as it was difficult to source these and other in-store consumables like disinfectant,
masks, and non-contact temperature checking devices. Store opening conditions were also tough to
coordinate as they differed by region, and according to rules imposed by the buildings in which they are
housed, both of which changed frequently. We made sure staff were aware that if they acted to comply
with local regulations without consulting supervisors, they would not be penalized, and that clear and
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open communication about their situation was paramount. It was also a challenge to keep headquarter
operations running as a result of restrictions on office working.

Belinda Wong: There was no playbook. The situation was evolving rapidly amid huge uncertainty,

so we had to decide how to lead. We pivoted from opening stores — in normal business a new Starbucks
store opens roughly every 156 hours in China — to proactively closing most of our 4,300 stores, and taking
measures to protect our 58,000 partners (employees). That meant unwinding everything | had learned
over 30 years in retail. | had to completely reset my thinking, concentrating on protecting the safety of
Starbucks partners and customers.

Jean-Michel Moutin: The speed and severity of the crisis required daily immediate action either

for the safety of our people, or for the continuity of our business. Fast decision making was required in a
multi-brand and progressively multi-market environment, as well as crisis management for a type of crisis
that was not specifically on our radar.

Jan Craps: Nightlife venue and restaurant closures cut off our usual points of contact with consumers,
so the challenge was to shift resources to in-home occasions via ecommerce and omnichannel; online to
offline, and community commerce. This involved realigning cross-category promotions, and launching
new in-home consumer experiences like weekly DJ livestreams, and e-gaming events, while digital
influencers conduct online sales. We also customized marketing around home-delivery, and linked this
with our loyalty program to drive repeat purchases through the lockdown period. For social commerce,
we piloted having select consumers and employees act as brand representatives and group-buying
coordinators for different compounds and residential developments. Putting all this together in double-
quick time under lockdown conditions was hugely challenging for all involved.

McKinsey: In hindsight, what were the most impactful actions you took at the
onset of the outbreak?

Belinda Wong: We were among the first major brands to proactively close most of our stores, to
protect our partners, customers, and society, though this quickly shifted to reactive closures. At the
peak of the crisis, 80 percent of our stores were closed. For stores that remained open, protecting our
partners and ensuring they felt safe drove our early decisions. Apart from securing supplies of masks
and sanitizing agents, we drew up elevated store operation standards, establishing a ‘safety station’ at
entrances to check customers’ temperatures, and ensure they wear masks before entering. All partners
are required to undergo daily temperature checks, and wear masks at all times, while washing their hands
and sanitizing surfaces at regular intervals. We also introduced the ‘Contactless Starbucks Experience’
— digital ordering via mobile that minimizes human contact, and reduces the time customers have to stay
in-store. Some stores continued to offer limited lobby service, with reduced seats to maintain a safe
distance between individual customers.

Dr. Wenzhong Zhang: We convened our leadership every morning and evening to review
procedures and progress, and published nine versions of guidelines to counter virus transmission with the
result that among our 100,000 staff there have been zero infections so far. Our team traveled to South
Korea to purchase facial masks, which enabled us to have the first batch delivered to Beijing on January
29, and ensure the capital did not run out of stock, despite sales of 18 million units in the first month of

the outbreak. At the onset of the crisis, we supplied up to 90 percent of the masks sold in Beijing, in the
process helping minimize virus transmission in the city. We also tripled supplies of fresh vegetables and
meat to Beijing to make sure the city did not run out, and donated food and other supplies to hospitals
and communities in Wuhan.

Jan Craps: Leveraging our global procurement network to source protective gear and masks for all

our 26,000 employees. We launched digital employee health tracking and support, complemented
by hygiene and health training, and measures to disinfect breweries and offices. We offered cashflow
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support to our wholesalers, and provided retailers with toolkits including masks, gloves, and sanitizers

so they could reopen. We also defined seven-day, 30-day, and 100-day action plans, starting with a war
room focused on employee welfare and social responsibility, including donations of protective gear. The
30-day plan aimed to reshape the business and resume operations, while the 100-day plan seeks to grow
the China business post-crisis. Big data allowed us to differentiate the speed and level of our investment
by channel and region, while monitoring progress on a city by city basis.

Jean-Michel Moutin: Protecting the safety of our staff was paramount. We defined safety
measures, and in less than 10 days put in place a full supply chain to source and dispatch hundreds of
thousands of masks to our staff all over Asia, in the field and at the office. That required an unprecedented
degree of coordination between human resources and logistics staff. We then acted to preserve the
business by focusing on ecommerce while managing a supporting supply chain, and organizing new ways
for our office staff to work from home.

Feng Hua Song: Responding quickly and maintaining a strong relationship with customers and staff.
We rapidly distributed masks to employees, and 500 VIP customers, along with a goodwill message.

This might seem like a small gesture, but it helped instill confidence in our organizational stability, and
was deeply appreciated by customers. Fast and effective communication was essential, so we prioritized
sending a letter to all our staff emphasizing that the company would be there to support them. Once we
had dealt with the fundamentals, we formed a dedicated team to accelerate development of our online
business, as we knew offline would be hit hard. We used WeChat to ensure our customers and staff, which
was larger than usual because of Chinese New Year sales, were kept up to date. Later, we successfully
launched a Valentine’s Day WeChat campaign with the “love is the cure” slogan that helped drive online
sales of new apparel lines.

OnJanuary 26, Erdos also restarted our cashmere coat factory, purchased materials from around the
country, and converted production to manufacture protective masks and clothing. We also instituted
professional disinfection and sterilization procedures that helped bring the epidemic under control in
Inner Mongolia. On the same day, the Chairman of the Board of Directors of the Group personally called
the President of Mitsui Corporation in Japan, drawing on a partnership built up over several years, and
asked for help with the purchase of professional protective materials from around the world. From
February 5, materials worth over 20 million RMB flowed into the country and onto the front lines of the
fight against the epidemic. On February 9, we donated 8 million RMB to the Song Qingling Foundation to
establish the “Erdos Warmth Fund” to care for and support frontline medical staff and their families.

McKinsey: Is there any major difference in your actions and focus in the first two-
three weeks of the outbreak compared with more recently as things have started
to stabilize/recover?

Jean-Michel Moutin: Our first weeks focused on immediate decision making to preserve employees’
safety, and the continuity of our retail business and supply chain. Now, we are working on managing

the recovery in China, with progressive reopening of our retail network, and preparing for the rebound.
We are also analyzing the medium-term consequences of a worldwide outbreak, with an economic and
financial crisis following in its wake. This will likely be combined with accelerated changes in our Chinese
consumers’ habits, like moving even faster than expected to digital and ecommerce, while reducing their
travel abroad for at least a few months. Focusing on crisis management does not mean that you have to
give up long-term perspective and strategic capability building, especially in a market as important as
China. Finally, in the last week, we have leveraged our China supply chain to secure orders for 40 million
surgical masks, with the intention of distributing these to the French national health service.

Belinda Wong: Early on, we committed to paying partners even when our stores were closed, stepped

up insurance benefits in the event that partners or their family members contracted the virus, and
launched a Partner Assistance Program (PAP) to give counseling to partners and their families, with costs
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borne by the company. As the situation evolved, we shifted focus to reopening, which was critical not just
for the business but also for company spirit. We started planning to reopen while store closures were still
growing, prioritizing our partners to ensure they were safe and confident in their working environment.
Now, over 90 percent of our stores have reopened.

Dr. Wenzhong Zhang: In the early days of the crisis, we concentrated on meeting demand for

fresh and staple foods, as well as protective gear. There was enormous demand for home delivery, and
contactless pick-up. We set up about 3,000 online-to-offline community pick-up stations, which covered
more than half the 4,000 communities in Beijing. These played a significant role in keeping the city
supplied as it was going under quarantine, and attracted strong mobile orders in the first 10 days. We
expect this model to continue growing strongly even now that the virus situation has come under control.

Motonobu Miyake: in early January, we did not yet feel a sense of crisis, and it was only on January
20 that travel to Wuhan was restricted. After the city was blockaded, we web-conferenced a leadership
meeting involving Chinese management who had experienced the Severe Acute Respiratory Syndrome
(SARS) epidemic. They drafted advice on what the likely government regulatory response would be, and
we delivered this across the regions, while adjusting opening procedures to keep employees safe. We
also procured extra store consumables — particularly masks and cup noodles. As the crisis evolved, the
government or host building instructed us to close stores to prevent new infections. We then reviewed our
manufacturing processes and made volume adjustments based on the principle of safety first; we were
concerned that factories facing staff shortages, and under pressure to meet emergency orders, might
take shortcuts on hygiene, and so reduced our orders in line. We also looked into emergency financing
in case we had funding difficulties. Right now, store supplies of consumables are almost back to normal,
with relatively few shortages, and we aim to normalize headquarters and store operations. Our biggest
task s to rescue the franchisee stores who have suffered economic distress.

Feng Hua Song: The biggest difference is in the mentality of the organization, which shifted from
being unsettled to one of confidence after our response became clear, and people came to terms with
ex-office work routines. Once the situation was under control, we shifted to strategic planning; looking at
ordering remotely for the next season. We also began to work on revised three-year plans that included
much more aggressive omnichannel targets, transforming our supply chain to be more agile, and other
strategic moves to grow the business.

Jan Craps: In the first few weeks, our focus was employee safety and preparing to resume commercial
and supply chain operations. More recently, we have returned to growth mode; developing new consumer
trends, and accelerating existing trends like premiumization, and digital trade.

McKinsey: If you had one piece of advice for companies around the world battling
COVID-19 under lockdown conditions, what would it be?

Jean-Michel Moutin: Dare and care. Dare to take quick decisions through a crisis management
team properly empowered to preserve business continuity. Care about your team, always putting people
first in terms of health and financial security both on the frontline and in the back-office to guarantee
service continuity. Itis important to make sure your teams feel supported by management. A combination
of managerial courage, teamwork, and strong resilience is required. As Nelson Mandela said: “May your
choices reflect your hopes, not your fears”.

Dr. Wenzhong Zhang: We believe the coronavirus crisis has brought forward the timeline for
adoption of omnichannel grocery services, such as remote ordering and pick-up, by at least one year.
Keeping track of how online ordering preferences change under lockdown is also essential; customers
sought to vary their diet across a balance of ready meals and home-cooking, and there were significant
shifts among top-selling brands.
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Motonobu Miyake: Assuming a prolonged lockdown, the first step is to keep employees safe, and
prepare for reopening. A company cannot survive if it is closed forever, and there is tremendous value
in empowering staff with the message that their work is essential to life returning to normal. Those in a
position to do so should offer support to medical institutions.

Jan Craps: Empower regional teams to deliver within guardrails based on best practice and non-
negotiables like safety, quality, and business protection. Give more flexibility and autonomy to frontline
teams to react rapidly, given the situation can be very different city-by-city and channel-by-channel.
Crisis-hit consumers are shifting towards more home-cooking and looking for innovative forms of
in-home entertainment, while demonstrating increased preparedness to trade up, opening opportunity
for agile businesses to meet evolving consumer demands.

Feng Hua Song: Though in physical lockdown, it is important not to panic, and focus on organizing a
response. In the digital age, a strong organization should always be connected, and we have realized that
many roles do not require face-to-face interactions. The leadership group must act calmly to maintain the
confidence of employees, as this is key to holding the company together. If all goes well, a more tightly knit
organization will emerge from the crisis.

Belinda Wong: | remembered how Howard Schultz (Starbucks founder and chairman emeritus) used
to say that not every decision is an economic one. That has stuck with me, and in the current crisis, it
helped me understand what | needed to do. | fell back on the fundamental principle - what is the right
thing to do for our partners, customers, and the country? In times of extreme ambiguity, our values can
provide much-needed clarity and guidance.

Xin Huang is a partner in McKinsey & Company’s Shanghai office; Alex Sawaya is a partner in the
Hong Kong office; Daniel Zipser is a senior partner in Shenzhen.

The views and opinions expressed in this article reflect the thoughts and opinions of the individual
interviewees and are not those of McKinsey & Company.
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Three seasoned leaders describe what they learned from managing
through past crises.
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Savvy managers understand the fundamentals of
crisis management, at least on the theoretical level.
Their careers rise and fall on an individual’s ability
to rally their teams, project deliberate calm and
empathy, take decisive action, and communicate
effectively. The most fortunate among them

have not had to face a crisis like the coronavirus
pandemic now rampaging through the global
community to devastating effect.

But there are managers out there whose stories
and experiences of leadership in moments of
disruption and upheaval can be instructive. To
learn more, we spoke with three senior advisers to
McKinsey with just such experience. Hugo Bague
was group executive of organizational resources

at Rio Tinto during the Ebola crisis in 2015-16. Jeff
Cava was chief human-resources officer (CHRO) at
Nike during two major economic crises, executive
vice president, administration, at Wendy’s in 2003,
during the SARS outbreak, and CHRO for Starwood
Hotels and Resorts during the financial and swine-
flu crises of 2009. And Manley Hopkinson served
as an officer in the Royal Navy during the first

Gulf War, set arecord skiing to the magnetic north
pole, and has sat on the board of directors at Atlas
Consortium, Hewlett Packard Defence UK, and Ark
Data Centres. We spoke with them individually but
present their comments here in a virtual roundtable
format.

McKinsey: During a crisis, top-down leadership
doesn’t always engender stability. What's your
experience at balancing central control with
delegating responsibility locally?

Manley Hopkinson: It is vital that a leader resist
centralizing control. The temptation in a time of crisis
is for leaders to put themselves at the center of all
activity. It's an understandable desire to ensure all is
well, even though precisely the opposite is needed.

To decentralize and create a network of teams
requires absolute clarity on intent and priority. A
leader cannot empower a team if there is any
uncertainty in direction or priority. And even while
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prioritizing short term and making priorities crystal
clear, leaders still need to keep the long-term
direction and purpose in mind. On my race to the
north pole, in our team of three, one person focused
on the near and tactical, ensuring that we crossed
each crevasse safely. A second person took the lead
role and focused on the far horizon, making sure we
did not go around in circles. The “leader” is not in
front, making all the immediate decisions. They are
following, navigating a course to the future.

Now, for example, | advise a number of organizations
whose work is critical to the functioning of the
United Kingdom'’s national infrastructure. For
them, the safety of their people is paramount, but
subservient to the integrity of the nation’s ability

to operate. This clarity of purpose, intent, and
priority, long term and immediate, allows teams and
individuals to be fully empowered. It enables teams
of teams to make the right decisions, and it enables
decisions to be made where the information lies.
That is key.

Hugo Bague: Not every decision should be made
by the central office headquarters. Local teams
are often the best positioned to judge the situation
on the ground—and their decisions should not be
second-guessed. For example, in 2015, we had
4,000 employees in Guinea during the Ebola crisis.
The mortality rate was high, so naturally we had to
decide if we should send home all the expatriate
employees—knowing that they would then lose

all credibility and never be able to go back? We
delegated that to the team. We said, “You are

the best to make that assessment, because we
can't judge the health risk on the ground for you

as expats.” And the team decided that the expats
themselves would stay, but their families went
home. After six months, we established a rotation
so that expats could go visit their families even while
maintaining skilled leadership on the ground.

Corporate couldn’t have made that call. They
would probably have brought everybody home.
But let’s be careful with words: autonomy doesn’t
mean in isolation. We said clearly, whether you stay



in Guinea or not is your call. But we want to have a
discussion with you to ensure that you've looked
atitat every angle. Andin the end, no employees
contracted Ebola.

McKinsey: That kind of collaboration takes work.
What kinds of teams can do it?

Hugo Bague: A team with defined roles and
responsibilities can do it, but decision making

must be even more clear and concise in a crisis
than in other situations. There also needs to be
accountability, so that even when there are different
people and different departments giving input, at
the end of the day, there is a single decision maker.
That needs to be clear. And the whole leadership
team should maintain discipline in speaking as

one around a decision. There can’t be any internal
criticism or questions around decisions, because in
acrisis the organization is fragile.

Jeff Cava: If there is a thin veneer of cooperation
and collaboration, it will be immediately exposed.
If, on the other hand, there are genuine, honest
relationships among senior leaders, you're going
to have a much better functioning crisis team. If
there are weaknesses, if there are cracks in the
team functioning, it will fray quickly in times of
stress. It sounds obvious, but many leaders don’t
understand that when people are under extreme

pressure, they revert to interpersonal styles that
tend toward preservation over collaboration. If your
team dynamics aren’t in a decent shape, crises will
amplify the dysfunction.

At Wendy'’s during the SARS crisis, we made
decisions informed by people on the front lines. The
way we were structured helped us. Our organization
was structured in a way that allowed for the efficient
communication of information from the stores up
the chain to the C-suite. We had store managers
who were all connected to district managers who
were connected to division managers who in

turn were connected to the head of operations.

We had a good communication network and

we received great input. In the C-suite in larger
corporations, we tend to focus on strategy, big ideas,
in the abstract. But in these situations, we needed
tactical decisions, and needed them quickly. We
needed to address the issues in a way that makes
sense in the environment of the store.

Manley Hopkinson: A coherent culture creates

the environment that allows teams to work
independently and with each other. Acommon
understanding and common language of the tools of
leadership and collaboration are vital. For example,
when the whole organization uses a consistent

tool for delegation, then delegation is consistently
effective. It comes back to clarity again.

There also needs to be accountability,

so that even when there are ditterent
people and ditterent departments giving
input, at the end of the day, there is a
single decision maker.
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It takes a great deal of consciousness
from leaders in the midst of crisis
and upheaval to maintain a balance
that is neither too negative nor

overly optimistic.

McKinsey: Leaders want to come across as
grounded and reassuring. But there’s a fine line
between reassuring and saying something that’s
overly optimistic. How does that play out in real-life
communications?

Manley Hopkinson: | love the expression
“deliberate calm,” recognizing the work of

Albert Mehrabian on the emotional context of
communication. As he quantified it, communication
is b5 percent visual, 38 percent tone, and only

7 percent what you say. It takes a great deal of
consciousness from leaders in the midst of crisis
and upheaval to maintain a balance that is neither
too negative nor overly optimistic. They need

to recognize that they are always on stage but
accept that they, too, are still human and can make
mistakes. In a time of crisis, we need leaders to raise
their levels of consciousness and be acutely aware
of how they are being perceived.

Jeff Cava: At different times, we’ve had to make
pretty sizable reductions in force. During the

2008 financial crisis, we reduced our nonproperty
head count at Starwood by a substantial amount.
After we did the first round, everyone wanted to

say, “That’s it, no more, you can all go back to your
jobs—everything is great.” |, along with others,
strongly urged against that, and we didn’t make that
commitment. Because we didn’t know what was
going to happen. And indeed the economic situation
did worsen before we finally stabilized and began
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recovering. People depend upon our statements
as leaders and often plan important decisions
based on the information we give them. To make a
commitment of that importance and then not follow
through destroys the trust that we strive to create
with our associates.

It comes down to the old adage: honesty is the best
policy. Ask yourself, “Is my statement absolutely
true? If I'm required to do something to make it true,
can | do it?” We couldn’t promise uninterrupted
employment, because we didn’t know what was
going to happen in the economy. This was an
unprecedented economic disaster. The desire was
to give people relief and confidence. But you can’t
give them false relief and false confidence. That's
hard for a compassionate leadership team, but you
have to push yourself.

Hugo Bague: In times of crisis and uncertainty,
you need leadership to show stability. There are
many things you don’t know, but you can still

bring stability by structure. We had daily calls and
daily communications at a fixed time with all the
employees through mobile phone—and we did
that daily for 18 months. Bringing structure into the
lives of people, you take things under your control.
That helps with the mental health and stability of
employees, which one should not underestimate in
atime of crisis. People have questions around their
families, their jobs, and many topics, so any stability
you can provide is quite important.



Jeff Cava: At Starwood, | believe we were well
positioned to communicate using all modalities. This
was an internal capability we had built up over time—
quick group videoconferences, real-time video

clips that we could send throughout the world, well-
crafted talking points and FAQs, local in-person
group meetings with our CEO. We integrated
communications in the internal machinations of

the business. We didn’t just call when we needed

to communicate; our communications experts

were part of the ongoing business operations and
leadership team.

We had practiced crisis communications

regularly throughout the year. We would bring
representatives from the organization to participate
in a simulated crisis and work together to resolve
itin real time. That allowed us to do two things:
pressure test our ability to communicate and the
content of our messaging. But more important, it
let us pressure test the personal and interpersonal
relationships among the crisis-management teams
before we were in crisis.

McKinsey: Companies want to protect their
customers and their employees but also be fair to
investors and shareholders. How do you balance
those objectives?

Jeff Cava: Concern for employees and the
communities within which companies do business
doesn’t need to be in conflict with concern for
ensuring a going commercial enterprise. Boards in

particular are concerned with both. Obviously, they
have a financial duty to their shareholders and as
importantly have a genuine concern for how their
and the company’s reputation are perceived. At the
end of a crisis, management and the board will be
judged by how well they balance this relationship.
Successful solutions look for actions that can
combine the best interests of both.

At both Wendy’s or Starwood, the goal was to
preserve the workforce. Both industries have

high staff turnover. Employees often work hourly
and have a lot of financial pressure. We needed to
preserve our connection with them so they would
continue to feel connected to the company. Hourly
workers can migrate quickly. If you don’t create
agenuine relationship between them and the
business, they will lose and you will lose in the long
term. | think boards need to keep that as a central
theme in their considerations.

McKinsey: Can you say more about how boards
of directors balance concern for the humanitarian
side of the crisis with their responsibilities to
shareholders?

Jeff Cava: Sometimes they can do both. But
sometimes people get their goals and motives
confused. A corporate board is very concerned
with protecting its reputation. It wants a sensible
business solution, operating in a constructive
economic reality. But at the same time, it wants to
be seen as altruistic to the general public.

Concern for employees and the
communities within which companies
do business doesn’t need to be in
contlict with concern for ensuring

a going commercial enterprise.
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As aleader, you have to be able to meet both
objectives. You have to be able to present that
you’re not just concerned about your profits and
balance sheet but also that you’re concerned
because it serves the greater good of those
200,000 employees. Because you'll need them
and you're also concerned about the investment
you've made in these people and that they’'ve made
in the company. This is going to serve your economic
interests and well as their personal interests. This
is the way the whole communication process and
problem-solving process needs to be structured.

CEOs don't need to be bleeding hearts. On the
other hand, they also shouldn’t be so mercenary

so they forget they’re part of a system—of people,
customers, and economic outcomes. They need

to approach the problem that way. Net—net for us,
whether Wendy’s or Starwood, a really important
goal, as | said earlier, was to preserve the workforce.
We needed to preserve them so they could preserve
us, whether at hotels or restaurants. If you don’t
create stickiness between your associates and the
business, they will lose and you will lose over the long
term. | think the board needs to understand that.

Manley Hopkinson: Leadership based on
understanding and not control—trusting that
people know what to do—allows companies to turn
acrisis around into an opportunity to shake things
up. It allows them to challenge existing ways of
doing things, to develop your people and let them
take more responsibility. There's an opportunity

to nurture a greater sense of empowerment and
ensure the leader’s thinking continues to include
people’s needs and growth.

Leaders in a crisis tend to stop what they consider
to be peripheral activities to focus on survival.

I've seen leaders who immediately stopped any
leadership or personal development at exactly the
point when their people were under most stress
and most pressure, when their performance would
be even more important. That is a fundamentally
flawed way of thinking. People development and
team building are not peripheral activities. They are
key. Itis in a time of crisis that you need to ask more
of people. You need their commitment and energy,
both to tackle the crisis and to continue a journey of
growth whenit’s over. | have always been pleasantly
surprised how people react and grow in crisis if they
feel valued and empowered and if we can ensure, as
leaders, that our actions reinforce that reality.

Hugo Bague is a senior adviser in McKinsey’s Zurich office, Jeff Cava is a senior adviser in the Boston office, and Manley

Hopkinson is a senior adviser in the London office.

This article represents edited comments from phone and video interviews moderated by Gila Tolub, a partner in McKinsey’s

Tel Aviv office.

Designed by Global Editorial Services
Copyright © 2020 McKinsey & Company. All rights reserved
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Decision making in
uncertain times

The timeline for companies to react to the coronavirus has shrunk
dramatically. Here are five principles that leaders can follow to make
smart decisions quickly during the pandemic.

by Andrea Alexander, Aaron De Smet, and Leigh Weiss

March 2020



Leaders know that making good, fast decisions

is challenging under the best of circumstances. But
the trickiest are those we call “big bets”—unfamiliar,
high-stakes decisions. When you have a crisis of
uncertainty such as the COVID-19 pandemic, which
arrived at overwhelming speed and enormous scale,
organizations face a potentially paralyzing volume of
these big-bet decisions.

The typical approach of many companies, big

and small, will be far too slow to keep up in such
turbulence. Postponing decisions to wait for more
information might make sense during business as
usual. But when the environment is uncertain—and
defined by urgency and imperfect information—
waiting to decide is a decision in itself. For instance,
delaying the decision to cancel noncritical surgeries
can mean not freeing up physician and hospital
capacity now and potentially exposing or infecting
more people.

To make bold decisions quickly in these uncertain
times, leaders can follow these five principles.

1. Take a breath

Pause and take a breath—literally. Giving yourself
amoment to step back, take stock, anticipate,
and prioritize may seem counterintuitive, but it’s
essential now.

When asked what makes a great hockey player,
Wayne Gretzky is said to have answered, “A good
hockey player plays where the puckis. A great
hockey player plays where the puck is going to be.”
That is easier said than done. In a crisis atmosphere,
it is tempting to jump from one urgent task to the
next, to take charge of what’s right in front of you—
to just execute. Yet this can be a tragic mistake.
Research shows that the simple act of pausing, even
for as little as 50 to 100 milliseconds, allows the
brain to focus on the most relevant information.

A dramatic example of a leader who paused
during a landscape-scale crisis is Captain Chesley
Sullenberger. After a bird strike caused both of his

plane’s engines to fail shortly after takeoff from
LaGuardia Airport in January 2009, he had very

little time to decide whether to try to land at a nearby
airport, as the control tower was urging, or to aim for
awater landing. With no training for such a scenario,
he stopped and reflected for a matter of seconds—all
that he could afford—to determine if he could get to
the airport safely and instead pivoted to the Hudson
River for landing.2 All 155 people on board survived.

There are several ways decision makers can take
a breath:

— After telling your team you need a moment to
think, try to gain a broader perspective.

— Imagine yourself above the fray, observing the
landscape from above. This is what leadership
expert Ronald Heifetz calls a “balcony”
perspective. Despite the “fog of war” that might
obscure much of the current state of play, do
your best to take a broader view.

— Askyourself and your team these questions:
What is most important right now? What might
we be missing? How might things unfold from
here, and what could we influence now that
could pay off later?

This ability to anticipate how things might unfold—
and to begin to act accordingly—can help avoid
knee-jerk reactions that lead to poor outcomes.

In the coronavirus context, if you are a leader of

a grocery-store chain, you are seeing a drastic
increase in purchases. You must think about your
supply chains, whether to ration items, and how

to put safety protocols in place for customers. In
addition, there are the questions of whether to
modify store hours, whether to limit service to
curbside pickup and delivery only, and how to
handle staffing. All of these decisions are related,
so you must pause and prioritize the most pressing
issues first. That also means having the discipline to
ignore distractions.

" Vincent P. Ferrera, Jack Grinband, and Tobias Teichert, “Humans optimize decision-making by delaying decision onset,” PLOS ONE,

March 5, 2014, Volume 9, Number 3, journals.plos.org.

2 For more information on the US Air Force’s observe, orient, decide, and act (OODA) loop, see Mark Bonchek and Chris Fussell, “Decision
making, Top Gun style,” Harvard Business Review, September 12,2013, hbr.org.
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2. Involve more people

Amid uncertainty generated by a crisis, leaders
often feel an urge to limit authority to those at the
top, with a small team making the big decisions
while huddled behind closed doors. They should
reject the hierarchical model that they might be
more comfortable with in normal times and instead
involve many more stakeholders and encourage
different views and debate. This approach can lead
to smarter decisions without sacrificing speed.

Specifically, leaders can use a so-called fishbowl
model in which decision makers and key experts sit
around a table—or virtual table—to make a decision
(exhibit). At the table are one or two decision makers,
multiple experts, and one or two “empty seats”

for other relevant stakeholders in the gallery to
rotate in as they have points to share. A majority of
stakeholders observes the meeting, which builds
understanding without having to make an extra
communication step afterward.

In an in-person meeting, stakeholders watching the
fishbowl can contribute information and ideas by
temporarily taking one of the empty seats, briefly
participating in the meeting, and then returning to
the gallery. In a virtual meeting, the stakeholders are
on mute but can participate by “raising their hand,”
with a moderator inviting them in and unmuting them.

There are several steps leaders can take to involve
more people:

1. Clarify the decisions to be made.

2. Identify a small number of decision makers.

3. ldentify who should have a voice, including
relevant stakeholders and experts, and those

who will implement decisions.

4. Create aforum for rapid debate to take place. Be
clear that everyone has a voice but not a vote.

When following this approach, it is possible to

involve a large number of stakeholders and experts
without sacrificing speed. Especially when things

Decision making in uncertain times

Exhibit

Involve more people and move faster
using a ‘fishbowl’ format.
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are unfamiliar and the decisions you are considering
are bold, you need many points of view to make sure
the decision makers aren’t missing something.

Once decisions are made, you can quickly pivot and
speak to those who will be executing the decisions
to clarify the actions to be taken, timelines, and
accountabilities and answer any questions they
have about what comes next. This not only saves
time, by removing a communication step, but it can
also enhance the potency of the message itself.

In today'’s crisis atmosphere, waste-management
leaders are likely experiencing a big shift in
demand for their services. There is more household
waste that needs pickup and less waste from
office buildings and restaurants. How can these
companies better accommodate the shiftin
demand? This decision should include a wide range
of stakeholders, including representatives of the



frontline employees (who may have good ideas
about routes and which employees to deploy for
which shifts) and the customers.

3. Make the critical small choices

Some small choices that leaders make in the short
run could loom very large over the long term as the
crisis unfolds. They can be hard to spot, but leaders
must look for them.

In the normal course of business, many big-bet
decisions are obvious. There’s a large cost or major
impact, such as acquiring a company, marketing

a product in a new geography, or shutting down a
factory, with these decisions. But some decisions
that seem small or routine at first can have large
long-term strategic implications.

In an example related to coronavirus, Netflix has
gone to lower-resolution streaming in some locations
to ease the dataload on information networks. While
most people won’t notice the difference in quality,
the decision could mean that the internet doesn’t
crash, which would be a big problem when so many
are working from home and children are relying on
the internet to do their schoolwork.

There are several steps leaders can take to make
critical small choices:

1. Anticipate multiple possible scenarios for how
things might unfold over time. No one has a
crystal ball, and detailed, precise predictions
are likely to be wrong because things are in flux.
Anticipating a range of possible pathways and
general scenarios can be extremely helpful in
thinking through what might happen.

2. Make alist of five to ten choices or actions
that making today might, depending on what
happens, make a difference later. If we fast-
forwarded six months and identified a small
decision or action that would have made all the
difference if we had taken it, what might that
decision or action be?

Decision making in uncertain times

3. Engage others to help identify which small
decisions or actions you should address now, in
case they become the difference makers down
the road. Which of these should you spend
time on today? Which should you monitor and
reconsider later? These decisions could range
from actions to save cash and ensure liquidity to
actions to beef up the resilience of your supply
chain by quickly exploring alternative suppliers.

The response to the Boston Marathon bombings in
2013 is a good example of a critical small choice that
made a big difference. The decision was made to
disperse severely injured people to eight different
hospitals. While some of those hospitals were
farther from the bombing site, vascular surgeons
were called to those locations to begin operating
right away. If victims had been sent only to the
closest hospitals, many would have had to wait for
surgery and possibly bled to death.

4. Set up a nerve center

In stressful times, leaders will have to make

more big-bet decisions than before and also will

be worried about their people. When making a
high-stakes decision, it’s important to be able to
focus attention on the issue at hand. That means
minimizing distractions. If aleader is too frenzied,
they are likely to make errors in judgment. Creating a
nerve center can help leaders focus on the strategic
decisions rather than the tactical ones.

A strategic decision comes with a high degree

of uncertainty, a large likelihood that things will
change, difficulty in assessing costs and benefits,
and a result of several simultaneous outcomes. A
tactical decision comes with a clear objective, a low
degree of uncertainty, and relatively clear costs
and benefits. Tactical decisions are important—
sometimes crucial. Yet they are often better left to
those on the edges of an organization who can act
effectively without raising issues to higher levels.

One way to ensure that the right people will be
the ones making tactical decisions isto setup a



Leaders with the right temperament

and character are necessary during
times of uncertainty. They stay curious
and flexible but can still make the tough
calls, even if that makes them unpopular.

In wartime, you want a Winston
Churchill, not a Neville Chamberlain.

nerve center. This is a network of cross-functional
teams with clear mandates connected by an
integration team that sees that decision making
occurs thoughtfully and quickly. Each team focuses
on asingle area or scope; often, the teams are

for workforce protection, supply chain, customer
engagement, and financial stress testing. Thereis a
central team that keeps everyone coordinated and
ensures collaboration and transparency. In a crisis,
leaders should set up the nerve center quickly and
with the knowledge that it won’t be perfect.

Hospitals deal with emergencies all the time

and are well equipped to do so. However, the
COVID-19 pandemic is different. It requires setting
up a nerve center so that decisions on staffing and
the allocation of scarce resources can be made
more quickly and by the right people. Some tactical
decisions that might have been made in the nerve
center, such as the allocation of ventilators and
the scheduling of elective surgery, will now need
to be considered strategic decisions. It might be

a strategic decision to convert a university dorm
or hotel to a hospital space, but making sure the
space is functional is a tactical decision for the
nerve center.

Decision making in uncertain times

5. Empower leaders with judgment
and character

During business as usual, some people who get
ahead are of a certain type. They say the right
things, don’t ruffle feathers, know how to navigate
the system, and manage messages so that people
hear what they want to hear. Many of these usual
suspects, who typically are tapped to lead special
initiatives, are ill suited to lead in a landscape crisis
of uncertainty.

Leaders with the right temperament and character
are necessary during times of uncertainty. They
stay curious and flexible but can still make the tough
calls, even if that makes them unpopular. They
gather differing perspectives and then make the
decisions, with the best interests of the organization
(not their careers) in mind, without needing a full
consensus. For decisions within their delegated
authority, they escalate only the trickiest problems
forinput or approval. In wartime, you want a Winston
Churchill, not a Neville Chamberlain.

When making the move to empower other leaders,
don't just pick the usual suspects to lead your



response—some of them will be cut out for duty

in times of uncertainty, but some will not. When
choosing leaders, identify people who have done
as many of the three following things as possible to
increase the likelihood of them being successful in
the current times of uncertainty:

— lived through a crisis (personal or professional)
and shown their mettle and personal resilience

— made atough, unpopular decision because it
was the right thing to do, despite the fact that
they took heat for it and potentially burned
bridges or spent social capital

— willingly given bad news up the chain of
command to leaders who didn’t want to hear it

You may not be able to find enough leaders in your
organization who meet all three criteria but beware if
you empower leaders who meet none of them.

Once you have identified these leaders, encourage
them to find their inner Churchill: remind empowered
leaders that you expect them to make decisions
with imperfect information. They should not strive to
be perfect, as perfect is the enemy of speed. Make
mistakes and learn from them. Do what is right, even
when itis not popular.

Go big or go home

Unprecedented crises demand unprecedented
actions. Lessons from past crises suggest that
leaders are more likely to underreact. What is
necessary is to take the bold and rapid actions that
would feel too risky in normal times.

Denmark recently made such a decision when

it froze the economy to head off a recession—or
worse. The Danish government agreed to pay 75
percent of private-company employees’ salaries,
provided the companies don’t lay off workers. The
government is paying workers to stay home and not
work, spending 13 percent of the national economy
in three months. We don’t know yet whether this
policy willaccomplish its objectives, but it does offer
an example of the kind of bold decision in a crisis
that leaders may wish, down the road, that they had
made or at least considered.

Lest businesses think such a bold reaction isn’t
relevant to them, we are already seeing corporate
examples. The National Basketball Association
decided early on that it would shut down its season,
leading other sports to take similar actions. Apple
was among the first large retailers to close most of
its stores globally in response to the coronavirus.
Emirates has decided to suspend most of its

flights until “travel confidence returns.” And some
Hollywood studios are releasing current movies
straight to streaming platforms, acknowledging this
new reality for us all.

Decision making amid uncertainty is not easy.
Business leaders cannot afford to wait when events
are moving as fast as they are right now. We believe
these five principles of decision making can help
leaders make smart decisions quickly to guide their
organizations through this crisis. Embrace them, and
continue to learn as you go.

Andrea Alexander is an associate partner in McKinsey’s Houston office, where Aaron De Smet is a senior partner; Leigh

Weiss is a senior expert in the Boston office.

The authors wish to thank Chris Gagnon, David Mendelsohn, and Vanessa Monasterio for their contributions to this article.
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To weather a crisis,
build a network of teams

This dynamic and collaborative team structure can tackle an
organization’s most pressing problems quickly. Here are four
steps to make it happen.

by Andrea Alexander, Aaron De Smet, Sarah Kleinman, and Marino Mugayar-Baldocchi
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April 2020



Imagine you are a tenured CEO of a utility company.

You have led your organization through hurricanes
and other extreme-weather events. You have
followed a playbook, and moved to a “command
and control” style to address the cascading effects
of natural disasters. But now you'’re dealing with
COVID-19, a crisis unlike anything you've ever
experienced. There is no coronavirus playbook.

That utility CEO is not alone. Leaders across
industries can’t treat this pandemic like other events
they have experienced or trained for. First, no single
executive has the answer. In fact, to understand the
current situation—let alone make decisions about
how to respond—you will need to involve more
people than you're accustomed to.

In this rapidly changing environment, your people
need to respond with urgency, without senior
executives and traditional governance slowing
things down. Waiting to decide, or even waiting

for approval, is the worst thing they can do. Yet
some level of coordination across teams and
activities is crucial for your organization’s response
to be effective. How do you do this? How do you
accomplish the seemingly impossible?

The answer: create a robust network of teams
that is empowered to operate outside of the
current hierarchy and bureaucratic structures of
the organization.

In response to the coronavirus, organizations of all
shapes and sizes are moving in this direction. They
are setting up “control towers,”
which take over some of the company’s critical
operations—and other crisis-response teams to deal
with rapidly shifting priorities and challenges. They
see that these teams make faster, better decisions,
and many are wondering how they can replicate this
effortin other parts of their organization.

nerve centers”—

Creating a central “rapid response” group is the right
first move, but leaders shouldn’t stop there. In this
article, we will focus on the steps leaders should
take to create a cohesive and adaptable network of

To weather acrisis, build a network of teams

teams, united by a common purpose, that gathers
information, devises solutions, puts them into
practice, refines outcomes—and does it all fast.

Four steps to creating a network

of teams

1. Launch teams fast and build as you go.

Create teams that will tackle current strategic
priorities and key challenges facing the organization.
That’s job number one—everything flows from it.

But leaders should also understand that mistakes
will be made. Maybe these teams won’t be the right
ones a month down the road, but the model is built
to be flexible and to shift when that happens. Teams
have to make the best decisions they can with the
information that’s available. Don’t worry about
perfection; the key is to stand up teams and let them
course-correct quickly.

The network itself must be built to learn, using
information to update actions and strategies.

In a crisis of uncertainty, the network spurs
experimentation, innovation, and learning
simultaneously among many teams, much like a
neural network in which the whole “brain” is vastly
smarter than the sum of its parts. There is also
spontaneous learning in the face of challenges and
opportunities at the individual, team, and network-
wide levels.

The evolution begins when the senior executive
team—or a kitchen cabinet of the leader’s trusted
advisers —creates a central hub that directs and
coordinates the response while a handful of related
teams operate as the spokes. These teams bubble
up the challenges so the central team can prioritize
them. In the context of the COVID-19 crisis, initial
teams might focus on workforce protection, supply-
chain risks, customer engagement, and financial
stress testing.

The model makes it easy to add a team later when
you identify a need, or to disband a team when it’s
no longer necessary or has accomplished its goal.



Exhibit1

The evolution to a network of teams often begins with a central team launching
a few primary response teams very quickly.

Central team with
response teams

Itisimportant to launch two groups in particular: an
intelligence team, which makes sure the network
has a high level of situational awareness, and
aplanning-ahead team, which thinks through
scenarios for the recovery and beyond. Each team
should be small and contain a mix of individuals with
cross-functional skills, acting with a clear mandate
but also within guard rails that empower it to act.

The leader should make it clear to all members of
the organization, including those in the parts of the
business that are operating as usual, that these
empowered teams get to make the calls within

the authority delegated to them and do not need
permission from others. (Although, teams will seek
guidance from the central hub team even when they
are empowered to act without approval.)

Next, pick the team leaders. These individuals often
are not the “usual suspects” typically putin charge
of key initiatives. They need to be a good fit for the
task at hand: creative problem solvers with critical
thinking skills who are resilient and battle tested.
They should also be independent and open to a
range of different perspectives. Best of all, they
should be willing to say what needs to be said, and
to make tough, even unpopular, decisions—ideally
with a track record of having done so in the past.

Work with the team leaders to staff their groups,
keeping in mind what skills, experiences, and
perspectives are most important. Each team must
represent a cross-section of critical perspectives.
In addition to whatever technical or functional
expertise people are bringing, you are looking for
problem solvers who will come up with innovative
approaches and who can learn fast on the fly.

Just like with team leaders, you need individuals who
have critical judgment, the courage to make bold
decisions, and the ability to consider trade-offs and
trust the data. These team members also need to
recognize when specific expertise is needed and
pull those expertsin as appropriate.

Crucially, each team must also include and consider
voices from people on the “edges”—the front line of
an organization where the battles to respond to the
crisis are taking place. While they may not be senior
within the hierarchy, these people are closest to the
customer or constituent and are likely to bring key
information to the team.

Finally, any given team should be small enough
that it can split two pizzas (according to the widely
adopted Jeff Bezos/Amazon rule).! Any larger, and
nothing meaningful will get done on the timelines
required in acrisis.

" Courtney Connley, “Jeff Bezos' ‘two pizza rule’ can help you hold more productive meetings,” CNBC, April 30,2018, CNBC.com.
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As soon as the teams are set up, leaders should
empower them to make decisions quickly. This will
work only if they each have what military leaders
refer to as a “commander’s intent”—a clear goal
that allows them to make decisions within a set

of parameters. This improves both the speed and
quality of decision making. It also allows teams to
respond to the dynamic demands of the external
environment and is one of the strengths of the
network approach.

2. Get out of the way but stay connected.

After creating the initial set of teams, a leader
must shift toward ensuring that multidirectional
communication is taking place—not only across
teams within the network but also between these
teams and the rest of the organization.

To do this, there should be steady coordination with
the central team hub, perhaps in daily stand-up
meetings. The central hub can check in on progress
being made and find ways to support teams and
make sure they are using first-order problem-
solving principles.

At this point, it’s time for the leader to step into the

roles of catalyst and coach. As catalysts, leaders
should identify opportunities, make connections

Exhibit 2

across teams, spark ideas for the teams to consider,
and provide resources to fuel those efforts. As
coaches, leaders should regularly engage with team
leaders and members, resolving roadblocks and
helping them work through challenges.

This second step is a balancing act: as the network
forms and the number of teams increases and the
teams make their own connections, the leader is
pushing authority down and out but also staying
tightly engaged.

Leaders will be most effective in this role when

they are posing questions. For example: Is the hub
leader effectively leading and supporting the team?
If not, help them improve or replace them. Are the
voices from the edges being sought and heard? If
not, embolden the edges even more. Are the teams
seeking approval from a leader when they could
procced without it? If so, answer their questions
with a question. Help them understand you trust
them to make decisions.

The goal here is to empower teams and support
them at the same time, without micromanaging. This
is what great coaches do: they listen to many voices
and then make tough calls, even when they have
insufficient orimperfect information.

A hub-and-spoke model emerges when additional teams are launched to address
rapidly evolving priorities and new challenges.

Central team with
response teams

Hub and spoke
with subteams
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Particularly early on, leaders and their close
advisers will need to focus on how budgets and
people have been distributed across the network
of teams, ensure that the highest priority efforts
have what they need, stand down or slim teams that
are no longer as relevant, and form new teams as
circumstances shift.

Even after the crisis subsides, leaders can find
adynamic way of allocating resources across

the organization. For example, in the “helix”
organizational model, leaders and their top teams
can shift people and money across the organization,
ensuring the right efforts are applied to priorities.

3. Champion radical transparency

and authenticity.

During the coronavirus pandemic, we've seen
instances of leaders who have behaved boldly,
setting priorities for their organizations, going
outside of traditional channels to procure needed
equipment, speaking personally about how the
crisis affects them, and being realistic about the
challenges ahead.

In the network of teams context, the leader’s
approach to communication will foster an
environment of collaboration, transparency, and
psychological safety that is crucial to its success.

Exhibit 3

Collaboration and transparency take hold when
individuals in an organization feel psychologically
safe. Leaders should recognize people who are
taking smart risks, be authentic in their commu-
nications and empathetic toward those who are
anxious, and acknowledge their mistakes to
others. What they shouldn’t do is punish people
for failing when they’ve taken risks, or exclude
those with relevant information or expertise from
the conversation.

Julia Rozovsky, one of the leaders of Google’s
Project Aristotle—which studied hundreds of
Google’s teams to understand why some did well
while others stumbled—believes that groups where
each member has an equal opportunity to speak is

a key variable to team performance. People need to
feelinvited to share their ideas by the group for peak
performance to occur.

In a crisis of uncertainty, it can be easy for leaders

to embrace the role of sole authority figure. For
awhile, people will feel comforted that a leader

is taking charge. But if that is at the expense of
allowing diverse views to assess the situation,
anticipate what might be coming, and land on
creative solutions to novel problems, then the teams’
performance will be suboptimal.

The hub and some of the spoke teams morph and add more teams as the

network experiments and learns.

Central team with Hub and spoke
response teams with subteams
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As the crisis unfolds and new needs emerge, panel
three shows how this empowered crisis-response
structure should evolve and grow, expanding
naturally from the initial set of response teams to
include additional subteams around each spoke.
Teams whose work is interrelated, which will be
commonplace, should connect directly with one
another, not necessarily turning to the hub to share
information and make joint decisions.

When leaders foster connections between and
among teams, that will move the model away from
a hub and spoke to a more extensive network. In
this phase, there’s a lot going on with many teams.
You'’re doing everything you did in step two, but
now your teams aren’t afraid to say somethingisn’t
working. Part of the radical transparency in this
phase is that teams can say, “Our plan isn’t good
enough, we need to launch another team or several
more teams.”

Creating psychological safety from the top down
becomes even more important during times of crisis,
when people are concerned about their own and
others’ welfare. Members within and across teams
must trust each other enough to share information
with the collective and to continue experimenting
after making mistakes. Otherwise, the new network
may fail to deliver results.

Psychological safety underpins successful
networks of teams by enabling the rapid sharing
of information to address changing goals, and
fostering an environment in which individuals and
teams can rapidly test ideas, iterate, and learn
from mistakes.

4. Turbocharge self-organization

We've discussed many of the technical points to
setting up a network of teams—who should be
involved, what their mix of skills should be, how they
should interact, what resources they need, how the
leaders should act. And at this point, once the initial
network of teams is established and after support
from leadership early in the journey, the network
should become self-sustaining and self-managing.

In the fourth panel, the network begins to work
together to mobilize at the edges, where the crisis
is being fought most intensively. As problems are
solved, some teams may go away.

As the number of people and teams increases in
the network—in both the third and fourth panels—
fewer people are connecting with each other all
the time, but when they do, it is more meaningful.
They know who to go to for what task. At the

same time, too many connections per person can
also lead to overload (too many emails, meetings,

As the number of people and teams
increases in the network, fewer
people are connecting with each
other all the time, but when they do,
it is more meaningful.

To weather acrisis, build a network of teams



Exhibit 4

The hub-and-spoke model evolves into a network of teams when peripheral
teams start connecting and collaborating directly with one another.

Central team with
response teams

Hub and spoke
with subteams
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Average degrees of separation.

communications, and touchpoints). But with the
right network structure you can achieve a “small
world network,” which may be large with many
teams, but it feels much smaller because of the
degree of separation between people.

In a well-functioning network, the central hub

does not begin to mimic the bureaucratic hierarchy
that the network of teams is supplanting. The central
hub stays connected to all the activities, but it
avoids becoming a bottleneck that slows down

the response.

Liberia’s 2014—15 response to the Ebola crisis is a
good example of removing a bottleneck to getto a
desired outcome more quickly. The nation’s initial
Ebola task force was hampered by slow decision
making and hierarchy, so it set up an “Incident
Management System” network that empowered
teams working on case management, epidemiology,
safe burials, and other related issues.? Liberia’s
president interacted directly with the incident

Hub and spoke with Network of teams

additional subteams
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manager and convened a small group of advisers
who provided advice on policy and sensitive matters.

[t’s important to note that the empowered network
of teams won’t encompass all of the organization’s
activities; thisis not are-org. There is still a core set
of functions operating in the more traditional way,
where the normal organizational structures are still
operating and performing their typical dutiesin a
more or less traditional way.

Even though the evolution often happens
organically in a successful network, it’s still crucial
that leaders do their part to keep it going. They
should encourage connections between teams.
When a team comes to the executive team asking
for support or expertise, the team should encourage
the two groups to connect directly.

The centrality of the leadership hub that launched
the teams will also decline. The importance of the
respective teams and the leaders within the teams

2 Tolbert G. Nyenswah et al., “Ebola and its control in Liberia, 2014—2015,” Emerging Infectious Diseases, Volume 22, Number 2, February 2016,

pp.169—77, cdc.gov.
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will evolve based on changes in the environment not
on the designation of the leadership.

But even as you interact with individual teams less,
your role becomes more important. You should
continue setting the tone, modeling the actions

you want to see, recognizing others who are taking
risks and making real change, removing roadblocks
for teams, and connecting people across the
network. Finally, communicate widely, transparently,
and authentically about your experience and the
implications for others around you.

These tasks are a tall order for any leader who is
working without a playbook. But a network can
help by infusing the organization with a common
purpose that allows it to respond more quickly to
the challenges unleashed by the pandemic. It can
also highlight important behaviors like empathy,
communication, and clear decision making, and
point the way to becoming a more dynamic, agile
organization down the road.

These uncertain times can also spur leaders to
reflect on what kind of organization, culture, and
operating model they want to put in place, so they
can avoid returning to previous patterns of behavior
and instead embrace the next normal.

Andrea Alexander is an associate partner in McKinsey’s Houston office, where Aaron De Smet is a senior partner; Sarah
Kleinman is a partner in the Washington, DC, office; and Marino Mugayar-Baldocchi is a research and knowledge fellow in

the New York office.
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Exhibit 2

A hub-and-spoke model emerges when additional teams are launched to
address rapidly evolving priorities and new challenges.
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The hub and some of the spoke teams morph and add more teams as the
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Exhibit 4

The hub-and-spoke model avolves into a netwaoark of teams when peripheral
teams start connecting and collaborating directly with one another.
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coronavirus: The minimum
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Amid the coronavirus pandemic, companies need a crisis response
coordinated by top management that gives experts and managers the
autonomy to implement creative, pragmatic solutions.
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The COVID-19 outbreak, caused by the
coronavirus (SARS-CoV-2), is a deep humanitarian
crisis that has also gravely affected the

global economy. It is posing difficult—even
unprecedented—challenges for business leaders.
They are finding that the fast-moving situation is
impervious to familiar remedial actions. By the time
aresponse is mounted, the situation has changed,
and the scale, speed, and impact of issues have
unexpectedly intensified. Leaders everywhere
have experienced some form of such disruption,
though the magnitude of the present crisis is trying
the lessons of human experience. The struggle

to avoid ineffective, reactive approaches has
consequently been all the more difficult.

Together with many leading companies, we have
developed a better approach—a flexible structure
for guiding the work—called the integrated nerve
center. In an unfamiliar crisis, such as the COVID-19
outbreak, the nerve center concentrates crucial
leadership skills and organizational capabilities
and gives leaders the best chance of getting ahead
of events rather than reacting to them.

The integrated nerve center is not a formulaic
panacea. It is, rather, an efficient means of
coordinating an organization’s active response to
amajor crisis. It is endowed with enterprise-wide
authority and enables leaders and experts to test
approaches quickly, preserve and deepen the

most effective solutions, and move on ahead of the
changing environment. In hundreds of discussions
conducted in the past few weeks, we have looked
at the efforts of many companies now in the
process of building COVID-19 nerve centers. We
feel that the insights of this common experience
are of wide and pressing importance.

Discover, decide, design, deliver:
Lessons from past crises

Common crisis-management failures arise
according to the demands of the crisis, which can
be understood in a fourfold manner. The first task
of crisis management is to discover the current
situation and form an accurate view of how it might
evolve, deriving implications for the organization.
From discovery, leaders must move on to decide on
and design the necessary immediate and strategic
actions, speedily establishing a pragmatic, flexible
operating model. This model is ideally based

on adequate stress testing of contextualized
hypotheses and scenarios. It should also adhere to
company and societal values. Finally, companies
must deliver the solutions in a disciplined and
efficient way, with enough built-in flexibility to
accommodate late pivotal changes. In real crises,
things go awry in each of these four categories:

— Inadequate discovery. This is a failure to
invest in an accurate, full determination of

In an unfamiliar crisis, the nerve center
concentrates crucial leadership skills
and organizational capabilities and
gives leaders the best chance of getting
ahead of events rather than reacting

to them.

Responding to coronavirus: The minimum viable nerve center



the depth, extent, and velocity of the crisis.
Companies typically reflect an optimist bias
in initial assessments, for example, and

then in subsequent reassessments as well.
Eventually the false hopes embodied in these
inaccurate assessments become obviously
insupportable, at which point, however, the
crisis has worsened, and much valuable time
and resources have been wasted.

Poor decision making. Most poorly handled
crises are defined by poor decision making.
Bad decisions can result from many causes,
such as acting on incomplete information
(action bias). In our experience, reluctance to
act until “all the facts are in” is a more common
fallacy. The tendency for decision makers

to analogize a new and unfamiliar situation
to past experience (pattern recognition)

is another serious pitfall. Groupthink

and political pressure commonly lead
decision makers astray. Reputations—and
sometimes, compensatory incentives—are
often at stake in large, expensive projects.
Consequently, undue pressure can be exerted
to push through an unforeseen problem
whose resolution is disregarded or seen as
insufficiently important to revise timelines
and budgets. Relatively minor arising
technical issues can, by this dynamic,
become major problems and even lead to
catastrophic failures.

Constrained solution design. Many crises
have one or more technical causes—the

problem in itself—that must be addressed
with tailored solutions. These solutions must
be either newly invented or imported to a new
domain. Responding organizations must not
allow themselves to be constrained by poor or
inadequate solution designs. The immediate
technical solution for diagnosing COVID-19—
the starting point for treatment solutions—is
the effective test. A type of test known as
polymerase-chain-reaction (PCR) testing,
developed in China, Europe, and South Korea
for the disease, has become the standard for
effective testing and is now being produced
at scale around the world. The test was first
produced in Germany in January 2020, not long
after COVID-19 appeared in China. Yet in the
United States, the presence of an ineffective
test delayed the adoption of the effective

one for a crucial early period in the spread of
the virus.

Delivery failure. For anyone with actual
experience in handling a crisis, execution failure
is a constant risk. Small contingent (random)
failures can cause larger failures of the most
well-thought-out plans. Faulty solutions

can command undue loyalty from managers
suffering from “operations addiction™ instead
of recognizing the root problem, responsible
parties look for patches to preserve the flawed
response. Chaotic conditions will necessarily
cause disruptions, but the presence of
accountable leaders with good judgment and
the freedom to act and improvise as needed
can minimize execution delays and failures.

Responding organizations must not
allow themselves to be constrained by
poor or inadequate solution designs.

Responding to coronavirus: The minimum viable nerve center 3



The COVID-19-response structure
The nerve center is designed to resolve these four
challenges under the heavy pressures of a major
crisis. Certainly, companies and institutions are
facing such a crisis with the COVID-19 outbreak,
which has triggered travel restrictions, border
closings, supply-chain disruptions, and work
stoppages across the globe. The exhibit shows one
example of a COVID-19-response structure.

In this example, the nerve-center structure is
organized around five teams, each responsible

Exhibit

for anumber of work streams. It is designed as an
agile structure, coordinated through an integration
team, but there is enough autonomy of action
granted to constituent team leaders to work through
bottlenecks and keep the response moving.

Nerve-center integration team

The nerve-center integration team is the
coordinating head of the larger nerve-center
structure. Its purpose is to set the overall tone of
the COVID-19-response work, acting as a single
source of truth, in real time, for all information and

The integrated COVID-19 nerve center is based on five cross-functional teams.

Integrated COVID-19

nerve center Senior

C-suite
leader

Head of
sales and
marketing

Customer
engagement

® Agile structure to manage
crisis discovery, decision

Nerve-center
integration
team

Head of
procurement

Supply-chain
stabilization

making, solution design,

and execution

® Cross-functional teams
coordinated by nerve-
center integration team

® Teams manage workforce,
supply chain, customers,
and financials

Workforce
protection

Responding to coronavirus: The minimum viable nerve center

Financials
stress testing



actions related to the outbreak and response. It
must maintain close two-way communication with
all teams. It is headed by a senior C-suite leader

and includes an epidemiological expert, a project
coordinator, and a scenario-planning analyst. The
organization should empower this team to command
whatever resources it deems are necessary to
integrate closely and accomplish the work of the
other four teams. The team’s responsibilities can be
summarized as follows:

— acting as the single source of truth for
issue resolution

— ensuring that sufficient resources are deployed
where and when needed

— coordinating the portfolio of remedial actions
across the work streams of all teams, based on
scenarios and triggers

— aligning team leaders on scenarios, with the help
of roundtables and other exercises as needed

Workforce protection

For most organizations, business as usual cannot
be expected to reign during the COVID-19 outbreak.
Organizations need to develop a plan to support
employees that is consistent with conservative
health and safety guidelines. The plan must be
flexible enough to accommodate policy changes
as needed through the outbreak. It is useful for
companies to compare their efforts in this domain
with the actions that other organizations of similar
size are taking, to determine the right policies and
levels of support for their people.

The most helpful workforce-protection models
provide clear, simple language to local managers
on how to deal with COVID-19 that is consistent
with the guidelines provided by WHO, national
health organizations (such as the US Centers for
Disease Control and Prevention), and local health
agencies. The model should provide managers
with a degree of autonomy sufficient to allow them
to deal with any quickly evolving situation. Free
two-way communication is also important so that
managers can monitor adherence to policies as
they evolve and employees can safely express their

Responding to coronavirus: The minimum viable nerve center

reservations about personal safety, as well as any
other concerns.

The recommended workforce-protection team
includes the head of HR (team leader); the HR full-
time leader; representatives from security, legal, and
employee communications; and the ombudsperson.
The workforce-protection team is charged with the
following work streams:

— developing brief policy papers, issue-escalation
criteria and call trees, and actions (including
preventative actions), as needed

— managing multichannel communications,
including confidential feedback and
reporting channels

— aligning policies and incentives for third-party
and real-estate contractors

— establishing or maintaining communications
platforms to enable employees to work from
home (necessary infrastructure includes
avirtual private network, telephony, and
broadband readiness), including, as appropriate,
deployment of collaborative software tools to
enable video and audio conferencing, screen
sharing, “whiteboarding,” polling, chat, and other
interactive capabilities

— helping manage productivity, using such means
as staggered work times; respecting social-
distancing norms; and instituting health checks

— developing “issue maps” and clear ownership
and deadlines for issue resolution

— engaging with local, state, and national political
leaders and health officials

Supply-chain stabilization

Companies need to define the extent and likely
duration of their supply-chain (including tier-one, -two,
and -three suppliers) exposure to areas that are
experiencing community transmission and their
inventory levels. Most companies are now primarily
focused on immediate stabilization, given that, in
China (where few new COVID-19 cases are being



reported), most plants are now restarting. In
addition to supporting supplier restarts, companies
should explore bridging strategies, including
supply rationing, prebooking logistics capacity
(shipping, rail, and airfreight), using after-sales
stock, and gaining higher-priority status from
suppliers. Companies should plan to manage
supply for products that may be subject to unusual
spikes in demand as they come back online. In
some cases, longer-term stabilization strategies
may be necessary. Here, companies will have

to use updated demand planning, optimize their
networks further, and identify new suppliers. These
approaches may be generally warranted to ensure
enduring supply-chain resilience against risks
beyond COVID-19, once the crisis is over.

The supply-chain-stabilization team will include the
head of procurement (team leader), the procurement
manager, a supply-chain analyst, the regional
supply-chain managers, and the logistics manager.
This team will manage four work streams:

— ensuring risk transparency across tier-one, -two,
and -three suppliers; supporting supplier
restarts; managing orders; and ensuring the
qualifications of new suppliers

— managing ports, prebooking logistics capacity,
and optimizing routes

— identifying critical parts, rationing parts as
needed, and optimizing locations

— developing scenario-based sales and operations
planning for SKU-level demand and managing
the planning for production and sourcing

Customer engagement

Companies that truly navigate through disruptions
often succeed because they invest in their core
customer segments and anticipate those segments’
needs and actions. In China today, for example,
while consumer demand is down, it has not
disappeared—far from it. People have dramatically
shifted toward online shopping and ordering for

all types of goods, including for food and produce
delivery. Companies should invest more in online

Responding to coronavirus: The minimum viable nerve center

channels as part of their push for multichannel
distribution. The investment should include ensuring
the quality and delivery of goods sold online. Keep in
mind, too, that changing customer preferences may
not return to preoutbreak norms.

The customer-engagement team will include

the head of sales and marketing (team leader), a
financial analyst, and managers for customer
communications, customer incentives, and SKUs.
The customer-engagement team will manage
three work streams:

— communicating to B2B customers (through a
dedicated site) and developing scenario-based
risk communications

— intervening as needed across the customer
journey to prevent leakage, training customer-
facing employees, and monitoring customer-
service execution

— developing customer communications about
COVID-19 situations and practices, as well as
fact-based reports on COVID-19-related issues

Financials stress testing

Companies need to develop business scenarios
tailored to their own contexts. Experts using
analytics can define the values for the critical
variables that will affect revenue and cost.
Companies should model their financials (cash flow,
profit and loss, and balance sheet) in each scenario
and identify triggers that might significantly

impair liquidity. For each trigger in each scenario,
companies should define moves to stabilize the
organization. Such moves could include optimizing
accounts payable and receivable, cost-reduction
measures, and divestment or M&A actions.

The financials-stress-testing team will include the
CFO (team leader), the leader of strategy or business
development, the leader of treasury, a representative
from legal, and one or more financial analysts. The
team will manage two work streams:

— developing relevant scenarios based on the
latest epidemiological and economic outlooks



— assembling relevant financials data according
to different scenarios, especially working-
capital requirements

Getting started quickly: The minimal
viable nerve center

A common pitfallin nerve-center design is needless
complexity. A good way of avoiding this is to aim at
aminimal viable nerve center. Companies taking
this approach quickly assemble the bare essentials
needed to get operations up and running. The core
nerve-center group, which might include all the team
heads, will shape the structure, as needed, as the
crisis evolves. Experience points to four essential
elements that should be putin place right away.

Nerve-center organization

The teams need to be staffed quickly, with individual
roles, responsibilities, and accountabilities made clear.
Flexibility will be an important principle, since roles

will change over time, sometimes quite rapidly. Also
important is that nerve-center leaders be authorized
to make timely decisions, sometimes without the
opportunity to syndicate with other leaders.

Operating cadence

Meetings should be limited to those in which vital
deliberations are conducted and actions decided
on. They should, however, be frequent enough to
foster collaboration. Ensure that meetings address
essential topics and elicit the best thinking for the
relevant work streams. The responsible members
for each work stream should have the opportunity to
seek input from the coordinating leaders. Solutions
should be tested and decisions made to commit to
effective methods and set aside ineffective ones.
Select meeting attendees with care: Meetings

of only senior leaders tend to encourage purely
upward reporting rather than constructive debate
and real problem solving. Meetings with too many
frontline managers and individual contributors can
become overly focused on tactical issues rather
than the central problems. The difficulty of a high-
quality operating cadence lies in maintaining a basic
underlying structure and then allowing flexibility so
that the organization can pivot when it needs to.

Responding to coronavirus: The minimum viable nerve center

Issue identification

The nerve center will first identify the critical issues
present in each work stream, with the expectation
that these will evolve over time. Issues should be
described in an issue map for risks and threats. In
their totality, these maps will represent the core
problem statement for the crisis situation and allow
the group to articulate and address the challenges
clearly and relatively quickly. The mapping can be
divided between immediate, addressable risks and
unforeseen, arising threats. Risk maps can be longer
and more comprehensive; threat maps, however,
can address the biggest issues—those that could
drive significant disruption as the crisis continues.

Some known COVID-19 risks, such as those posed

to traveling employees, could be readily addressed
with policies (such as travel restrictions). Unforeseen
threats that could arise as the crisis continues can

be anticipated in “premortem” workshops. Nerve-
center teams therein work out possible responses—
ones to take if, for example, a sudden gap should
open in the supply chain because of policies imposed
beyond the company’s control.

Once companies establish a good understanding of
the critical issues across all work streams, they will
find it helpful to run financial calculations (balance
sheet, cash flow, and profit and loss) on issues and
responses. This will project scenarios for particular
issues, allowing companies to form views on issue
likelihood, timing, and magnitude.

Response plan

Leaders can find it extremely difficult to craft
sensible goals during a crisis. Many trade-offs
usually have to be made between ideal outcomes
and the many real constraints the organization
faces. Once more realistic goals reflecting the
trade-offs are arrived at, they can be assigned a few
milestones and key performance indicators (KPIs)
so that progress toward them can be tracked in
simple ways.

Additional elements
Afew other elements can become helpful as the
nerve center evolves. For the COVID-19 crisis, these



could include common operating pictures, giving a
single view on the current status of the response;

KPI dashboards, to confirm whether or not hoped-for
outcomes are being achieved; and listening posts,
which are early-warning indicators that can point out
forthcoming changes in the trajectory of a crisis.

The cultural challenge

The hard truth about effective business leadership
is that leaders operate within powerful cultural and
social contexts. The largest organizations, with
hundreds of thousands of employees, might appear,
in normal business conditions, to operate according
to acommand-and-control structure. The reality is
more complex. While large organizations use many
top-down, pyramid-like structures and processes,
these work only when outcomes are predictable. On
the other hand, routinized ways of working impede
the creativity and flexibility that organizations need
to respond at speed amid a crisis.

The exhibit of the integrated-nerve-center
structure we have offered is not meantas a

precise instruction manual. It is a general outline

in need of contextual tailoring from organization to
organization. The form described is most applicable

to large corporations with global supply chains.

For financial institutions, the structure would give
little prominence to supply-chain stabilization

and much more weight to financials stress testing.
The structure is, however, adaptable for any large
organization and can be effectively deployed in any
crisis. From a business standpoint, the COVID-19
outbreak is a particular kind of crisis, quite different
from those affecting a single large, multinational
company. Rather, it is more like the financial crisis
of 2008 t0 2009, in that it presents as a shock to
the greater part of all global economic activity:

all the more reason that organizations need to
concentrate leadership and capabilities in a fast-
acting, integrated nerve center.

With senior-leadership support and participation,
the nerve-center structure can provide the
organizational parameters that companies need
to navigate through the disruptions caused by
the COVID-19 outbreak. The approach works
because it enables a coordinated response led
by top management while also giving experts and
managers the autonomy they need to implement
creative, pragmatic solutions.

Mihir Mysore is a partner in McKinsey’s Houston office; Ophelia Usher is an expert in the New York office.
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Demonstrating corporate
purpose in the time of
the coronavirus

Companies will define what they do in the crucible of COVID-19
response—or be defined by it. Here’s how to frame the challenge.

by Bill Schaninger, Bruce Simpson, Han Zhang, and Chris Zhu

March 2020



What should a company’s purpose be when the
purpose of so many, right now, is survival?

For years, enlightened executives have sought

the sweet spot between their responsibility to
maximize profits on behalf of shareholders and

their desire to find a purpose across environment,
social, and governance (ESG) themes on behalf of a
broad range of stakeholders, including customers,
employees, and communities. Then COVID-19 came.
As businesses large and small shut their doors, and
millions retreat to enforced isolation, the magnitude
of the coronavirus crisis confronts corporate
leaders with the economic challenge of a lifetime.

It also demands of them a moment of existential
introspection: What defines their company’s
purpose—its core reason for being and its impact on
the world?

In boardrooms real and virtual, frantic questions
have the floor. How long will this last? How will we
pay furloughed workers? What are our peers doing?
What should we do first? Global corporations have
never had as much power as they do right now to
leverage their scale to benefit society in atime

of global crisis. Executives have also never had a
more intense spotlight trained on their behaviors
and actions. In moments of crisis, the default
expectation is that businesses will hunker down
and focus on bottom-line fundamentals. Indeed,
many CEOs feel constrained to making defensive
moves to protect their businesses. But in this crisis,
stakeholder needs are already so acute that the
opportunity for businesses to make an indelible
mark with human support, empathy, and purpose is
greater than it has ever been.

Lessons from the pastloom large. During what feels
like a war, the words and images of wartime leaders
echo in our consciousness as icons of resilience and
human concern. In previous periods of economic
shock, executives’ actions, both good and bad,
lodged in company histories and forged perceptions
that have endured for years. Decisions made during
this crisis will likewise shape a corporation’s identity
and tell a story that will leave traces long after
COVID-19 has been quelled.

Demonstrating corporate purpose in the time of the coronavirus

In this crisis, executives will choose either to stay on
the sidelines or to engage and, if engaging, either
to lead or to follow. Those who have carefully honed
a sense of company purpose will find a foundation
and set of values that can guide critical and decisive
action. For others, this moment can represent

the first steps toward defining their corporate
purpose in a deliberate way. Is this the moment
when purposeful companies demonstrate how to
use profits for good or that shows how everything a
company does can be for good?

As boardrooms become war rooms, a handful of
principles can help guide executives in shaping a
critical course of action and building a powerful
sense of identity and purpose that will long outlast
the immediate crisis.

Understand how acute your
stakeholders’ needs are now

Examine exactly what is at stake for your employees,
communities, customers, partners, and owners.
All' will have urgent, rapidly evolving needs that
you should fully understand and prioritize. Some
of these needs will be new and require creative
thinking. Listen carefully to stakeholders that

are well placed to inform you. Among grocers, for
example, the needs of employees, customers,
and service to broader society often stand front
and center. Nonetheless, stories of some grocers
gouging prices have surfaced as the crisis has
intensified. Others, such as Canadian grocer
Loblaws, moved quickly, as physical-distancing
measures spread, to open stores early for elderly
shoppers while also increasing compensation for
frontline workers and pledging to keep prices at
prepandemic levels.

Prepare for tension, too, as trade-offs arise among
stakeholder groups, each with their own important
needs. For example, increasing the pay of frontline
workers might raise the prospect of cutting back
on supplier bills. For retailers and delivery services,
shutting down warehouses temporarily to keep
workers safe might mean customers have to wait
longer for deliveries.



Collaborate closely with your ecosystem
of suppliers and customers—they might
identity strengths you didn’t even

know you had.

Bring your greatest strengths to bear
What strengths does your organization possess that
you can apply to make the biggest difference for your
stakeholders? A strong balance sheet might be the
means to sustain workers through the crisis. A unique
logistics network could be used to bring aid to people
in need. A manufacturing facility could shift production
to creating urgently needed medical supplies. Resist
going it alone. Collaborate closely with your ecosystem
of suppliers and customers—they might identify
strengths you didn’t even know you had.

Small businesses and large corporations alike

are redeploying their capabilities to respond to
this crisis: a wedding-dress boutique in New York
responded to postponed orders by shifting to
produce protective masks for healthcare workers,
while French perfume makers have retooled to
pump out hand sanitizer. Automobile and car-parts
makers have turned to building ventilators. Past
lessons can inform creative thinking: when rural
Tanzania needed critical medical supplies in 2010,
Coca-Cola used its extensive last-mile delivery
system to reduce delivery times to five days, from
30. Stepping into the public sphere in the heat of
acrisis can unleash unique synergies and creative
solutions that will linger.

Test your decisions against

your purpose

At atime of great uncertainty, “gut check” your
decisions against your values as aleader and as

Demonstrating corporate purpose in the time of the coronavirus

an organization. Do your choices align with your
identity? Everything you do now will be analyzed
after the dust settles. Will your actions and identity
be seen as consistent?

Communicate not only your decisions but also

the rationale for them—and the trade-offs you
considered—clearly. Can you explain decisions

to skeptics? Will what you decided be a source of
pride? In the financial-services industry, many bank
executives report credit loss as their most acute
concern, followed by liquidity and funding. But
banks also have a long-standing social commitment
to support households and businesses with credit.
Banks that pull funds away during a crisis will be
defining themselves for future interactions in the
communities where they operate.

Finally, if you have embraced initiatives in ESG
areas, don’t borrow from one to support another—
don’trisk appearing to “rob Peter to pay Paul.” The
temptation may be to scale back environmental
programs to support acute social needs better

in this crisis. But beware of seeming to abandon
deeply held stakeholder causes; supporters will
have long memories.

Involve your employees in the solution
Any crisis provides an opportunity to build a
common sense of purpose with your employees,
who will be looking for leadership and ways to
engage themselves. It can also deliver the benefit



of bringing a new generation of leaders to the fore.

It may be tempting to withdraw into small, tight
decision-making task forces to make key decisions
as quickly as possible. But purposeful leaders will
want to share execution plans broadly with staff to
solicitinput and engage them on the challenges the
organization faces—including the difficult trade-offs
to be made.

Many employees and their families are suffering
from isolation and loss of income, leaving them
thinking about what is truly important. Crisis leaders’
actions now can foster collective unity and a sense
of belonging. When those decisions derive from the
principles and purpose that an organization stands
for it will make it easier to convey confidence in
positive outcomes, even when decisions are

painful ones.

There is also a benefit in drawing employees
together to tackle problems in new ways. For
example, forming cross-cutting teams to address
problems can break the mold of years of siloed
thinking. As Hurricane Katrina took its toll on the
United States in 2005, Walmart stepped up to
support disaster relief and asked some employees
to deliver supplies in hard-to-reach areas. At

the same time, the company guaranteed that all
employees in disaster locations would keep their
jobs at other locations during and after the disaster.
When Hurricane Harvey landed in Houston in 2017,
Texas Mutual Insurance took immediate steps to
ensure the safety of its employees by shutting down
its offices and providing supplies and company cars
to affected staff. The company also supported its
larger community, providing $10 million in grants to
help policyholders rebuild.

Lead from the front
Leadingin a crisis is never easy, but hard times leave
the mostindelible imprints on a company’s identity.

Credibility is a both essential and fragile element of
effective leadership. In a recent McKinsey survey
of US workers, 82 percent of the more than 1,000
respondents affirmed the importance of corporate
purpose, but only 42 percent reported that their
company’s stated purpose had much effect. This
is a cautionary tale about the generic nature of
most companies’ statements on identity but also
the identification of an opportunity to surprise and
sway skeptical stakeholders. Authentic actions will
demonstrate to employees a company’s genuine
commitment to social purpose.

Communicate early and frequently, even with
incomplete information. Remember that, right now,
suffering stakeholders seek empathy but are also
looking to leaders to face facts bluntly, without
sugarcoating them. Stay nimble as situations
change, which they certainly will. Adapt to changing
conditions and new information rather than
returning to a static playbook. Offer perspectives on
today’s crisis details, with a microscopic perspective
to reassure stakeholders of competence. However,
also take a telescopic view of what recovery may
look like in the future. At some point, the COVID-

19 crisis will pass. Households and companies

alike will take stock of their losses and begin to
rebuild. Acting in concert with the tenets of your
organization’s purpose will help balance these
perspectives and demonstrate confidence in your
company’s ability to deliver a good outcome.

Executives are uniquely poised at this pivotal time
to bring corporate power, guided by social purpose,
to the aid of millions of dislodged and vulnerable
lives. Done well, their actions in this crisis can
bridge, in unprecedented ways, the divide between
shareholders and stakeholders in the communities
they serve—and leave a lasting, positive legacy on
their corporate identity.

Bill Schaninger is a senior partner in McKinsey’s Philadelphia office, and Bruce Simpson is a senior partner in the Toronto

office, where Han Zhang and Chris Zhu are both consultants.
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The coronavirus pandemic has placed
extraordinary demands on leaders in business

and beyond. The humanitarian toll taken by
COVID-19 creates fear among employees and other
stakeholders. The massive scale of the outbreak
and its sheer unpredictability make it challenging
for executives to respond. Indeed, the outbreak
has the hallmarks of a “landscape scale” crisis:

an unexpected event or sequence of events of
enormous scale and overwhelming speed, resulting
in a high degree of uncertainty that gives rise to
disorientation, a feeling of lost control, and strong
emotional disturbance.

Recognizing that a company faces a crisis is the first
thing leaders must do. It is a difficult step, especially
during the onset of crises that do not arrive suddenly
but grow out of familiar circumstances that mask
their nature.? Examples of such crises include

the SARS outbreak of 2002—-03 and now the
coronavirus pandemic. Seeing a slow-developing
crisis for what it might become requires leaders to
overcome the normalcy bias, which can cause them
to underestimate both the possibility of a crisis and
the impact that it could have.®

Once leaders recognize a crisis as such, they can
begin to mount aresponse. But they cannot respond
as they would in a routine emergency, by following
plans that had been drawn up in advance. During a
crisis, which is ruled by unfamiliarity and uncertainty,

effective responses are largely improvised.*

They might span a wide range of actions: not just
temporary moves (for example, instituting work-
from-home policies) but also adjustments to ongoing
business practices (such as the adoption of new
tools to aid collaboration), which can be beneficial to
maintain even after the crisis has passed.

What leaders need during a crisis is not a
predefined response plan but behaviors and
mindsets that will prevent them from overreacting
to yesterday’s developments and help them

look ahead. In this article, we explore five such
behaviors and accompanying mindsets that can
help leaders navigate the coronavirus pandemic
and future crises.

Organizing to respond to crises: The
network of teams

During a crisis, leaders must relinquish the belief
that a top-down response will engender stability.
In routine emergencies, the typical company

can rely on its command-and-control structure
to manage operations well by carrying out a
scripted response. But in crises characterized
by uncertainty, leaders face problems that are
unfamiliar and poorly understood. A small group
of executives at an organization’s highest level
cannot collect information or make decisions
quickly enough to respond effectively. Leaders

What leaders need during a crisis is
not a predefined response plan but

behaviors and mindsets that will prevent
them from overreacting to yesterday’s
developments and help them look ahead.

" Arnold M. Howitt and Herman B. Leonard, “Against desperate peril: High performance in emergency preparation and response,” in Deborah
E. Gibbons, ed, Communicable Crises: Prevention, Response, and Recovery in the Global Arena, first edition, Charlotte, NC: Information Age
Publishing, 2007.

2 Arnold Howitt and Herman B. Leonard, eds, Managing Crises: Responses to Large-Scale Emergencies, first edition, Washington, DC: CQ
Press, 2009.

3 Nahman Alon and Haim Omer, “The continuity principle: A unified approach to disaster and trauma,” American Journal of Community
Psychology, 1994, Volume 22, Number 2, pp. 273-87.

*Howitt and Leonard, Managing Crises.
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can better mobilize their organizations by setting
clear priorities for the response and empowering
others to discover and implement solutions that
serve those priorities.

To promote rapid problem solving and execution
under high-stress, chaotic conditions, leaders can
organize a network of teams. Although the network
of teams is a widely known construct, it is worth
highlighting because relatively few companies have
experience in implementing one. A network of teams
consists of a highly adaptable assembly of groups,
which are united by a common purpose and work
together in much the same way that the individuals
on a single team collaborate (exhibit).®

Exhibit

Some parts of the network pursue actions that take
place outside regular business operations. Other
parts identify the crisis’s implications for routine
business activities and make adjustments, such as
helping employees adapt to new working norms.

In many cases, the network of teams will include
an integrated nerve center covering four domains:
workforce protection, supply-chain stabilization,
customer engagement, and financial stress testing
(for more, see “Responding to coronavirus: The
minimum viable nerve center,” on McKinsey.com).

Regardless of their functional scope, effective
networks of teams display several qualities. They
are multidisciplinary: experience shows that

During a crisis, a network of teams carries out responses outside of normal
operations, as well as adjustments to routine business activities.

lllustrative network of teams
for a pandemic response

Executive

team

Response-
leadership
team

Medical
advisory

Network project
management

Response-
team lead

Action
teams

External
communications

Technology

Real
estate

Colleague
outreach

C External communications
® Regulatory alignment

A Medical advisory
® Overall guidelines and

policies (eg, dispensations)

® Guides for frontline ® 3rd-party communications
managers (eg, to partners)

B Network project D Financial

management ® Financial stress testing

® Scenarios

® “Issue map” E Supply chain

® Operational cadence
® Exposure across tiers
® Inventory management

® Disruption and restart support (eg, loans)

F Colleague outreach

® Communication across employee channels

® 2-way feedback (eg, ombudsperson, survey,
email, call)

G Technology
® Work-from-home execution and infrastructure
® Support for special employee segments

(eg, those who cannot work from home)

H Real estate
® Building management
® Factory management

5 Tantum Collins, Chris Fussell, Gen. Stanley McChrystal, and David Silverman, Team of Teams: New Rules of Engagement for a Complex World,

first edition, New York, NY: Portfolio/Penguin, 2015.
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crises present a degree of complexity that makes

it necessary to engage experts from different

fields. They are designed to act. Merely soliciting
experts’ideas is not enough; experts must gather
information, devise solutions, put them into practice,
and refine them as they go. And they are adaptable,
reorganizing, expanding, or contracting as teams

learn more about the crisis and as conditions change.

Leaders should foster collaboration and
transparency across the network of teams. One

way they do this is by distributing authority and
sharing information: in other words, demonstrating
how the teams themselves should operate. In crisis
situations, aleader’s instinct might be to consolidate
decision-making authority and control information,
providing it on a strictly need-to-know basis. Doing
the opposite will encourage teams to follow suit.

Another crucial part of the leader’s role, especially in
the emotional, tense environment that characterizes
acrisis, is promoting psychological safety so people
can openly discuss ideas, questions, and concerns
without fear of repercussions. This allows the
network of teams to make sense of the situation,
and how to handle it, through healthy debate.

Elevating leaders during a crisis:

The value of ‘deliberate calm’ and
‘bounded optimism’

Just as an organization’s senior executives must be
prepared to temporarily shift some responsibilities
from their command-and-control hierarchy to a
network of teams, they must also empower others
to direct many aspects of the organization’s crisis
response. This involves granting them the authority
to make and implement decisions without having
to gain approval. One important function of senior
executives is to quickly establish an architecture
for decision making, so that accountability is clear
and decisions are made by appropriate people at
different levels.

Senior leaders must also make sure that they
empower the right people to make crisis-response
decisions across the network of teams. Since

decision makers will probably make some mistakes,
they must be able to learn quickly and make
corrections without overreacting or paralyzing the
organization. At the start of a crisis, senior leaders
will have to appoint decision makers to direct the
crisis response. But as the crisis evolves, new crisis-
response leaders will naturally emerge in a network-
of-teams construct, and those crisis-response
leaders won't always be senior executives.

In routine emergencies, experience is perhaps the
most valuable quality that leaders bring. But in
novel, landscape-scale crises, character is of the
utmostimportance. Crisis-response leaders must
be able to unify teams behind a single purpose and
frame questions for them to investigate. The best
will display several qualities. One is “deliberate
calm,” the ability to detach from a fraught situation
and think clearly about how one will navigate

it.6 Deliberate calm is most often found in well-
grounded individuals who possess humility but
not helplessness.

Another important quality is “bounded optimism,”

or confidence combined with realism. Early in a
crisis, if leaders display excessive confidence in
spite of obviously difficult conditions, they can lose
credibility. It is more effective for leaders to project
confidence that the organization will find a way
through its tough situation but also show that they
recognize the crisis’s uncertainty and have begun to
grapple with it by collecting more information. When
the crisis has passed, then optimism will be more
beneficial (and can be far less bounded).

Making decisions amid uncertainty:
Pause to assess and anticipate, then act
Waiting for a full set of facts to emerge before
determining what to do is another common mistake
that leaders make during crises. Because a crisis
involves many unknowns and surprises, facts may
not become clear within the necessary decision-
making time frame. But leaders should not resort to
using their intuition alone. Leaders can better cope
with uncertainty and the feeling of jamais vu (déja
vu's opposite) by continually collecting information

8 Helio Fred Garcia, “Effective leadership response to crisis,” Strategy & Leadership, 2006, Volume 34, Number 1, pp. 4—10.
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as the crisis unfolds and observing how well their
responses work.

In practice, this means frequently pausing from crisis
management, assessing the situation from multiple
vantage points, anticipating what may happen next,
and then acting. The pause-assess-anticipate-act
cycle should be ongoing, for it helps leaders maintain
a state of deliberate calm and avoid overreacting to
new information as it comes in. While some moments
during the crisis will call forimmediate action, with no
time to assess or anticipate, leaders will eventually
find occasions to stop, reflect, and think ahead
before making further moves.

Two cognitive behaviors can aid leaders as they
assess and anticipate. One, called updating,
involves revising ideas based on new information
teams collect and knowledge they develop. The
second, doubting, helps leaders consider ongoing
and potential actions critically and decide whether
they need to be modified, adopted, or discarded.
Updating and doubting help leaders mediate their
dueling impulses to conceive solutions based on
what they’ve done previously and to make up new
solutions without drawing on past lessons. Instead,
leaders bring their experiences to bear while
accepting new insights as they emerge.

Once leaders decide what to do, they must act
with resolve. Visible decisiveness not only builds
the organization’s confidence in leaders; it also
motivates the network of teams to sustain its
search for solutions to the challenges that the
organization faces.

Demonstrating empathy: Deal with the
human tragedy as a first priority

In a landscape-scale crisis, people’s minds turn first
to their own survival and other basic needs. Will |

be sickened or hurt? Will my family? What happens
then? Who will care for us? Leaders shouldn’t assign
communications or legal staff to address these
questions. A crisis is when it is most important for
leaders to uphold a vital aspect of their role: making
a positive difference in people’s lives.

Doing this requires leaders to acknowledge

the personal and professional challenges that
employees and their loved ones experience during
a crisis. By mid-March 2020, COVID-19 had
visited tragedy on countless people by claiming
thousands of lives. More than 100,000 cases had
been confirmed; many more were being projected.
The pandemic had also triggered powerful
second-order effects. Governments instituted
travel bans and quarantine requirements, which
are important for safeguarding public health but
can also keep people from aiding relatives and
friends or seeking comfort in community groups
or places of worship. School closures in many
jurisdictions put strain on working parents. Since
each crisis will affect people in particular ways,
leaders should pay careful attention to how people
are struggling and take corresponding measures
to support them.

Lastly, itis vital that leaders not only demonstrate
empathy but open themselves to empathy from
others and remain attentive to their own well-being.
As stress, fatigue, and uncertainty build up during
acrisis, leaders might find that their abilities to
process information, to remain levelheaded, and to
exercise good judgment diminish. They will stand

a better chance of countering functional declines

if they encourage colleagues to express concern—
and heed the warnings they are given. Investing time
in their well-being will enable leaders to sustain their
effectiveness over the weeks and months that a
crisis can entail.

Communicating effectively:

Maintain transparency and provide
frequent updates

Crisis communications from leaders often hit the
wrong notes. Time and again, we see leaders taking
an overconfident, upbeat tone in the early stages
of a crisis—and raising stakeholders’ suspicions
about what leaders know and how well they are
handling the crisis. Authority figures are also prone
to suspend announcements for long stretches while
they wait for more facts to emerge and decisions to
be made.

Leadership in a crisis: Responding to the coronavirus outbreak and future challenges 5



Neither approach is reassuring. As Amy Edmondson
recently wrote, “Transparency is ‘job one’ for leaders
in acrisis. Be clear what you know, what you don’t
know, and what you are doing to learn more.””
Thoughtful, frequent communication shows that
leaders are following the situation and adjusting
their responses as they learn more. This helps them
reassure stakeholders that they are confronting the
crisis. Leaders should take special care to see that
each audience’s concerns, questions, and interests
are addressed. Having members of the crisis-
response team speak firsthand about what they are
doing can be particularly effective.

Communications shouldn’t stop once the crisis has
passed. Offering an optimistic, realistic outlook
can have a powerful effect on employees and

other stakeholders, inspiring them to support the
company’s recovery.

The coronavirus pandemic is testing the leaders
of companies and organizations in every sector
around the world. Its consequences could last
for longer and present greater difficulties than
anyone anticipates. The prolonged uncertainty
is all the more reason for leaders to embrace the
practices described in this article. Those who
do will help establish or reinforce behaviors and
values that can support their organizations and
communities during this crisis, however long it
continues, and prepare them well for the next
large-scale challenge.

Gemma D’Auria is a senior partner in McKinsey’s Dubai office, and Aaron De Smet is a senior partner in the Houston office.
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