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Preparing for another crisis 
The pandemic provides boards and managements with the best experience to 
prepare for a crisis - even though the current one shows no signs of abating 
 

 
 
These past seven months are proof regarding how resilient (some) companies are. This, 
however, does not in any way mean that companies can shrug away the challenges that the 
next catastrophe may throw – even as the current one shows no signs of abating. The last two 
decades have been peppered with events like 9/11, the financial crisis, the taper tantrum and 
now Covid-19, with many regional and consequently less calamitous occurrences. These are 
all reminders that companies need to be prepared not for ‘if’ but ‘when’ the next major crisis 
hits. To do so, companies must change the conversation on the board.  

The World Economic Forum’s Global Risk Report 2020 highlighted infectious  diseases as a 
high impact event, yet it was not high in board agenda’s. Adam Sweidan, a London-based 
investor and environmentalist has coined the term black elephant to describe such events. 
The term is a cross between “a black swan” (an unpredictable  or extremely rare event that is  
beyond what is normally expected of a situation and has potentially severe consequences) and 
the “elephant in the room” (a problem that is visible to everyone, yet no one still wants to 
address it). How does one deal with these?  Companies need to constantly engage in 
developing multiple scenarios and possible responses – and one with no catastrophe too. A 

http://www3.weforum.org/docs/WEF_Global_Risk_Report_2020.pdf
https://www.nytimes.com/2014/11/23/opinion/sunday/thomas-l-friedman-stampeding-black-elephants.html?_r=0
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parallel that is often ignored are those risks that are listed in the offering circular of a company 
at the time of its Initial Public Offering. While a Board will say there is little it can do if there is 
a skirmish on the country’s border, this is just the type of question it should address – namely 
what its response will be. 

Boards need to allocate more time for such contingency planning. They should spend time 
with senior management to discuss how they will react under various ‘what-if’ scenarios 
including the likelihood of their occurrence. The low probability events could be listed (- rather 
than over analysed), with boards spelling out the minimum protocols to deal with these.  The 
plans should include both digital and physical solutions. The recent pandemic will no doubt 
provide guidance, but they need to move beyond and look at physical disruption as well, for 
example, on account of flooding or earthquakes. While this may lead to emphasising digital 
solutions, a global internet outage is a black elephant event that should not be ignored.      

It also has ramifications for board composition. The current crisis stresses the need for 
diversity of experience and expertise on boards or as described in a recent Harvard blog ‘a 
panoply of perspectives that diminish blind spots in critical decision-making.’  They authors 
go on to suggest that the board should consider creating a special or new standing committee 
that focuses proactively on contingency planning and crisis management. Whether this is 
done through a new board committee or rolled into the responsibilities of the risk committee 
or left to the senior management team, drawing such scenario analysis needs to be on the 
board agenda.   

The pandemic has also put a spotlight on how different our way of working is set to become. 
The last few years companies have focussed on out-sourcing and just-in-time inventory 
management, to name just two ways in which businesses have changed. The pandemic has 
brought-out the risks of such a strategy including those from events that may take-place in far 
flung geographies and the need for building in redundancies and back-ups. And using the 
crisis to extend or delay payment to suppliers to bolster financial returns is a short-term fix, 
not a solution. All such changes will come at a cost, but companies must realize the risk of 
cutting costs to the bone.        

The future is decidedly set to become more digital. Employees working from home have been 
given access to remote technology. The tools to maintain business continuity have been 
provided on an ‘SOS’ basis. Employees will need to be formally trained on collaboration tools 
and protocols, cybersecurity and data-privacy.  

What is noteworthy is the resilience that people and teams have displayed during the last 
seven months. Employees have been quick to innovate and adapt. Companies need to 
reciprocate through compensation and greater focus on healthcare and worker safety  

https://corpgov.law.harvard.edu/2020/10/21/preparing-to-survive-and-thrive-amidst-the-next-crisis/
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Change will not happen instantaneously. Boards and managements will first need to debate 
these and get a buy-in within the firm regarding the path the company might choose to 
pursue. And the pandemic provides them with the best experience to prepare for the future.   

 

 

 

 

This blog was published in Business Standard on 29 October 2020. You can access it by 
clicking this link or typing the url:  https://www.business-
standard.com/article/opinion/preparing-for-the-next-crisis-120102900061_1.html 

  

https://www.business-standard.com/article/opinion/preparing-for-the-next-crisis-120102900061_1.html
https://www.business-standard.com/article/opinion/preparing-for-the-next-crisis-120102900061_1.html
https://www.business-standard.com/article/opinion/preparing-for-the-next-crisis-120102900061_1.html
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Disclaimer 

This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information contained herein is solely 
derived from publicly available data, but we do not represent that it is accurate or complete and it should not be relied on as such. IiAS shall 
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained 
in this report. This document is provided for assistance only and is not intended to be and must not be taken as the basis for any voting or 
investment decision or construed as legal opinion/advice. The user assumes the entire risk of any use made of this information. Each recipient 
of this document should make such investigation as it deems necessary to arrive at an independent evaluation of the individual resolutions 
referred to in this document (including the merits and risks involved). The discussions or views expressed may not be suitable for all investors. 
The information given in this document is as of the date of this report and there can be no assurance that future results or events will be 
consistent with this information. This information is subject to change without any prior notice. IiAS reserves the right to make modifications 
and alterations to this statement as may be required from time to time. However, IiAS is under no obligation to update or keep the information 
current. Nevertheless, IiAS would be happy to provide any information in response to specific queries. Neither IiAS nor any of its affiliates, 
group companies, directors, employees, agents or representatives shall be liable to any person for any damages whether direct, indirect, 
special or consequential including lost revenue or lost profits that may arise from or in connection with the use of this information. The 
disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated 
as endorsement of the views expressed in the report. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced 
or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. 
This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or 
which would subject IiAS to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain 
jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about and observe, 
any such restrictions. The information provided in these reports remains, unless otherwise stated, the copyright of IiAS. All layout, design, 
original artwork, concepts and other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form or 
for any purpose whatsoever by any party without the express written permission of the copyright holders. 
 
Other Disclosures 
IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024) dedicated to providing participants in the Indian 
market with independent opinions, research and data on corporate governance issues as well as voting recommendations on shareholder 
resolutions of about 750 listed Indian companies (https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting 
advisory reports, standardized services under the Indian Corporate Governance Scorecard, and databases (www.iiasadrian.com and 
www.iiascompayre.com). There are no significant or material orders passed against the company by any of the Regulators or 
Courts/Tribunals.  
 
The attached article is a governance-based commentary on general trends in the securities market.  An excerpt of this article was published 
in Business Standard. 
 

https://www.iiasadvisory.com/iias-coverage-list
http://www.iiasadrian.com/
http://www.iiascompayre.com/
https://www.moneycontrol.com/news/opinion/checking-the-box-on-skill-diversity-5933281.html/amp


 Institutional  
EYE 

 

 

 
About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, dedicated 
to providing participants in the Indian market with independent opinions, research and 
data on corporate governance issues as well as voting recommendations on shareholder 
resolutions for about 800 companies that account for over 95% of market capitalization.  
 
IiAS provides bespoke research, valuation advisory services and assists institutions in their 
engagement with company managements and their boards.  

 
IiAS has equity participation by Aditya Birla Sunlife AMC, Axis Bank Limited, Fitch Group 
Inc., HDFC Investments Limited, ICICI Prudential Life Insurance Company Limited, Kotak 
Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation Limited, UTI Asset 
Management Company Limited and Yes Bank Limited.  

IiAS is a SEBI registered research entity (proxy advisor registration number: 
INH000000024). 
 

 
 
 
 
 
 
 
 
 
 
 


