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Abstract

Purpose — The purpose of this paper is to study the crisis management process for project-based

organizations (PBOs) by developing a comprehensive model and propositions.

Design/methodology/approach — This paper is based on a conceptual study. A literature review is
considered a primary source for studying contemporary research, including 171 publications in total, which
embody qualitative, quantitative, conceptual and theoretical studies. For data analysis, content analysis is

used, which is comprised of descriptive and thematic analysis.

Findings — This study identifies five imperative elements of crisis management for PBOs which include
(1) sense-making (information gathering and crisis interpretation), (2) decision-making (accurate and timely
decision), (3) response (reactive response), (4) outcome (success/failure) and (5) learning. Based on these
findings, this study proposes an integrative model of the interplay between sense-making, decision-making,
response, outcome and learning. Furthermore, the findings lead to propositions for each of the elements. The

paper contributes to the literature on dynamic capability theory.

Originality/value — This paper explores the crisis management process for PBOs. The proposed model

deepens the understanding of the practices and processes of project-based crisis management.
Keywords Crisis management, Sense-making, Decision-making, Response, Learning,
Project-based organizations

Paper type Conceptual paper

Introduction

The research on crises started to develop in the 1960s and 1970s, particularly in the fields of
psychology, sociology and disaster response (Jaques, 2009). It is generally accepted that a
crisis is an unexpected event for which there are no contingency plans in place (Hermann,
1963). Some of the major characteristics of a crisis are that it is an unforeseen,
immeasurable, unknown and unplanned event (Seeger, 2002; Oh et al., 2013). A crisis is
considered as “a low-probability, high impact event” (Pearson and Clair, 1998, as cited in
Wilding and Paraskevas, 2006; Oh et al., 2013; Iftikhar and Miiller, 2019). Typically, a crisis
is seen as a negative phenomenon, an event that threatens the organization (Valackiene,
2011). In addition, crises can degrade organizational performance (Scott, 1987); project-
based organizations (PBOs) are no exception to this. Any organization, including PBOs in

performance (Zeyanalian ef al, 2013). Despite the significance of crises for PBOs,
surprisingly little research has been carried out so far (Loosemore, 2000; Loosemore and

‘ both the private and public sectors, does not want to fail and cannot afford poor
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Teo, 2000). Given the lack of research and the importance of the topic (Hallgren and Wilson,
2008), it is clearly important to study how PBOs manage crises.

As mentioned above, crises in project settings are rarely discussed (Hillgren and
Wilson, 2011). A more neutral term of risk is used interchangeably with crisis (Meyer et al.,
2002; Geraldi et al., 2010; Iftikhar and Miller, 2019). Risk is “identifiable” (Sicotte and
Bourgault, 2008, p. 468), involving foreseen and known events, which can be managed, but
no one knows when they will occur (Knight, 1921; Meyer et al., 2002). Risk contains the
property of the known-unknown, which means it is identifiable, but it is not possible to find
out if exactly it will occur. Risk is measurable, predictable and manageable (Knight, 1921).
However, a crisis is an unforeseen, unmeasurable and unpredictable event (Seeger, 2002).
Crisis is commonly described as an unanticipated, surprising and ambiguous event posing
a significant threat, leaving only a short decision time (Hermann, 1963; Pearson and Clair,
1998). According to Iftikhar and Miiller (2019), risk is a potential future event, characterized
by a certain probability of occurrence and, if it occurs, leading to negative consequences.
Unlike crises, contingencies can be planned for risks, whereas a crisis is a threat with a high
level of uncertainty with no contingency plan. This difference places emphasis on crisis
management as crisis contains an element of surprise and required prompt decision-
making.

Crisis management is a systematic process (step-wise approach) by which an
organization attempts to effectively identify potential crises that an organization may
encounter and plan how to manage them in such a way as to minimize the effects of the
crisis (Pearson and Clair, 1998; Gonzalez-Herrero and Smith, 2010; Ulmer ef al., 2017). The
objective of crisis management is to avoid or minimize the negative impact of a crisis on an
organization and its objectives (Gonzalez-Herrero and Smith, 2010). It is an attempt to avoid
or manage crisis events (Pearson and Clair, 1998) that disturb the entire organization and
concern the survival and durability of an organization. There are different crisis
management approaches involved in the process, such as preparing, identifying and
planning to respond to and resolve the crisis (Ponis and Koronis, 2012). Coombs (1999)
suggests a crisis management model which is based on prevention (detecting warning
signals and taking action to mitigate the crisis), preparation (developing a crisis plan),
response (trying to return to normal routines) and revision (determining what was done
right). However, the common attributes of crisis management are the identification of crisis
types and sources; responses to crises; and recovery from damage (Ponis and Koronis,
2012). Researchers are of the view that the crisis management process should be divided
into different stages. For instance, Mitroff ef al. (1987), Pearson and Mitroff (1993) and
Mitroff (1994) proposed five phases of crisis management: signal detection (detecting early
warning signals and then preparmg for the crisis), preparatlon (trying to reduce the
potential harm of a known crisis including developing crisis teams, training and exercises),
damage containment (intended to limit the effects of the crisis, restraining parts of the
organization or environment), recovery (fixing the damage caused by the crisis, trying to
go back to normal business operation as soon as possible), followed by learning (the
organization should examine what happened before, during and after the crisis and then
identify the lessons that have been learned).

Although the research on crisis management is gaining popularity, it is, however, limited
to traditional organizations (Valackiene, 2011) by particularly focusing on exogenous
phenomena, such as antecedents, management and consequences of crisis (Simard and
Laberge, 2018; Wang and Pitsis, 2020) while ignoring PBOs. The need for crisis management
in PBOs is more substantial than in traditional organizations, and PBOs are an especially
interesting context for crises given that most of their undertakings are unique and difficult to
plan in advance (Loosemore, 2000; Geraldi et al, 2010). PBOs are different from conventional
organizations since they are temporarily formed to perform unique and complex tasks
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(Sydow et al., 2004; Turner, 2006). According to Lundin and Soéderholm (1995), there are four
attributes that make temporary organizations different from permanent ones: (1) time
(temporary organizations have a built-in time dimension that contains the starting and
ending time periods); (2) task (the reason for establishing of the temporary organization; the
task is unique and complex, so the task seems to be more relevant to project team despite
being members of permanent organizations); (3) team (temporary organizations rely on teams
in which interdependent sets of people work together, and these teams are groups of
individual, not organizational entities); and (4) transition (temporary organizations consider
transition something important and useful, e.g. to overcome inertia, which is inherent in most
of the permanent organizations). Permanent organizations have more naturally defined goals
(rather than tasks), survival (rather than time), a working organization (rather than teams)
and production processes, and continual development (rather than transition) (Lundin and
Soderholm, 1995). PBOs are temporary organizations and coexist with permanent
organizations (Kutsch and Hall, 2005).

Several studies have highlighted the dire need to investigate crisis management in the
context of PBOs (Pourbabaei ef al, 2015; Simard and Laberge, 2018), but the field of crisis
management is very vast and still in its infancy because there is not a standardized process
for crisis management (Shrivastava, 1994; Hussain, 2019). Moreover, PBOs are different from
permanent organizations. So far, little is known about crisis management in PBOs. It is
necessary to develop a core framework which directs the crisis management process in PBOs.
As a result, there is a need to further study crisis management in the context of PBOs.
Keeping in view the scarcity of research, this conceptual study bridges the aforementioned
gaps by developing a comprehensive model of the crisis management process and
propositions for PBOs, which will advance the knowledge of crisis management in the project
management field. In doing so we make several contributions. First, we clarify the process of
crisis management for PBOs. Despite an increase in scholarly attention (e.g. Pearson and
Clair, 1998; Ponis and Koronis, 2012), there is not generally accepted theoretical or conceptual
delineation of crisis management for PBOs. We felt our contribution could be the
development of a framework that could help researchers and practitioners in different
fields to reflect on their research and to provide guidance from the developed crisis
management model. Second, scholars and practitioners have a clear understanding of the
factors that contribute to crisis management for PBOs, this will enhance their understanding
of crisis and prepare them for crisis management. Third, we explore processes such as sense-
making and decision-making, response and learning through which crisis is managed.
Finally, we extend dynamic capability theory, in which we considered crisis management as a
capability to perform a task. The organization uses its crisis management capabilities to
identify crises and to minimize their impact on performance as well as learn from the outcome,
1.e. the success or failure of the crisis management process which will refine and enhance
further the crisis management process.

Literature review

Project-based organizations

PBOs have received increasing attention as an emerging organizational form (Hobday, 2000).
PBOs first became famous in the late 1990s. PBOs are found in a wide range of industries
(Thiry and Deguire, 2007). These include consulting and professional services
(e.g. accounting, advertising, architectural design, law, management consulting and public
relations), cultural industries (e.g. fashion, theatre, film-making, video games, advertisement
and publishing), high technology (e.g. software, computer hardware, multimedia, aerospace,
ICT and IT) and complex products and systems (e.g. construction, shipbuilding,
transportation, telecommunications, oil and gas, defense, infrastructure, pharmaceutical,



biotech, semi-conductors, automotive and electric equipment) (Midler, 1995; Hobday, 2000;
Berggren et al, 2001; Ebers and Powell, 2007). Organizations that work predominantly or
entirely performed in projects are commonly referred to as PBOs (DeFillipi and Arthur, 1998).

A project is “a temporary endeavor undertaken to create a unique product or service”
(PMI, 2004, p. 4). A comprehensive definition of the project is a temporary organization in
which human, material and financial resources are organized in a novel way to undertake a
unique and transient endeavor to achieve an objective conforming to specific requirements
(have defined start and end dates and funding limits), managing the inherent uncertainty and
need for integration in order to deliver beneficial objectives of change (Toor and Ogunlana,
2010; Yang et al, 2011). Generally, projects as temporary systems refer to groups comprising
a mix of different specialist competences, which have to achieve a certain goal or carry out a
specific task within limits set as to costs and time (Sydow ef al, 2004).

Crisis

There are several definitions of crisis, but we choose the most widely cited and well-
recognized definition, proposed by Pearson and Clair, which is also cited by other
contemporary researchers (such as Wilding and Paraskevas, 2006; Oh ef al., 2013; Iftikhar and
Miiller, 2019). Pearson and Clair view crisis as “a low-probability, high impact event that
threatens the viability of the organization [in our case, it is a project-based organization] and
is characterized by ambiguity of cause, effect, and means of resolution, as well as by a belief
that decisions must be made swiftly” (1998, p. 60). The most recent study (Williams ef al,
2017) defines a crisis as a low-probability, unanticipated, high-impact event that, which is
aligned with Pearson and Clair’s perspective of crisis.

The definition highlights crisis as (1) a major, unpredictable event that is likely to interfere
with normal business operations and has the potential to threaten survival, (2) a rare event
which includes an element of surprise and (3) being characterized by time pressures,
requiring a quick decision and response to minimize its impact (Bonn and Rundle-Thiele,
2007; Yang et al., 2022). Examining the above definition, there are a few characteristics. First,
a crisis is an unplanned event that has the potential of dismantling the internal and external
structure of an organization. A crisis may affect not only the employees and other members
internal to the organization but also key stakeholders external to the organization. Second, a
crisis may occur in any organization (small, medium or large and national or international)
and in any industry (Coleman, 2004; Keeffe and Darling, 2008). Finally, a crisis may affect the
legitimacy of an organization (Ray, 1999).

Several studies have found that crises may have positive as well as negative consequences
(Darling, 1994; Veil, 2011). In that respect, crises can present critical challenges to
organizations, both externally and internally, and there is no guarantee that high-performing
organizations will continue to perform well in times of crisis (Lin et al, 2006; Hallgren and
Wilson, 2008). According to Wang and Pitsis (2020), crisis is an unexpected event that
threatens the security of PBOs, which makes it an especially interesting context of crises as
the PBOs undertakings are unique and difficult to plan in advance (Loosemore, 2000; Geraldi
etal,, 2010). At the same time, prior research indicates that crisis management is crucial to the
operations of any PBO, and that these organizations must develop capabilities to maintain a
steady state of operations as well as the ability to respond to crises (Soderlund and Tell, 2009).
Effective crisis management requires knowing the particular nature of each crisis and what
caused it, how to make prompt decisions and respond to it (Najafbagy, 2011). However,
different researchers have come up with different strategies to minimize the negative
consequences of the crisis. For instance, Alkharabsheh et al. (2014) suggest the development
of an “early warning system” that can help project managers in surviving a crisis with
minimal loss. Patil et al (2016) emphasized on transparent communication and reporting
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during a crisis and recommended team members to develop and strictly follow rules for
minimizing the crisis.

Despite, the abundance of crisis management strategies, there is limited literature available
on the crisis management framework. The existing studies on crisis management have devised
strategies which can only be implemented to megaprojects (Wang and Pitsis, 2020; Iftikhar et al,
2021; Wang, 2022) and specific industries, such as housing projects (Patil ef al, 2016),
infrastructure project (Van Os et al,, 2015) and software projects (Sangaiah ef al., 2018). Moreover,
contemporary research gives importance to crisis, but we find that the integrated crisis
management process model is not developed for PBOs which can provide guidance to PBOs in
crisis situations. There is a need to develop an integrated framework for crisis management that
can be applied to project-based settings (Bundy et e, 2017; Williams ef al, 2017). Keeping in view
these important research gaps, the current study aims to develop a comprehensive conceptual
crisis management framework that can be used by PBOs to manage the crisis.

Dynamic capability theory

This paper considers the theoretical lens of dynamic capability theory. Dynamic capabilities
theory examines how organizations integrate, build and reconfigure their internal and
external organization-specific competencies into new competencies that match their
turbulent environment, which enables organizations to effectively respond to changes in
dynamic environments (Teece et al, 1997). Davies et al (2016) study that to achieve
organizational dynamic capabilities, flexibility and adaptability are required to handle crises.
According to Killen and Hunt (2010), dynamic capability consists of people, structures and
processes that are continually monitored and adjusted to meet the changing requirements of
the dynamic environment. Although, studies on crisis management have recently adopted
insights from dynamic capability theory (Mayr ef al, 2022; Sahebalzamani et al., 2023);
however, research on crisis management in PBO’s under the lens of dynamic capability
theory is still lacking. Since PBO’s are different from traditional organizations, the nature of
the crisis, its sources and solutions may also vary for PBOs. Relying on dynamic capability
theory, this study aims to explore the crisis management process for PBO’s. The PBO uses its
crisis management capabilities to identify crisis and minimize their impact on performance
(Helfat et al,, 2007). In the suggested crisis management process model, we considered crisis as
a turbulent environment containing external and internal crises and PBOs integrate, build
and reconfigure their sense-making, decision-making, response and learning competencies,
particularly for crisis management.

Method

A systematic literature review synthesizes the existing body of knowledge and creates new
knowledge (Tranfield et al,, 2003). We implement a systematic literature review in three steps,
as illustrated in Figure 1.

The first step includes searching for articles using electronic databases (EBSCO Business
Source Complete, Google Scholar and ISI Web of Science). The search rule employed in the
title/abstract/keyword (T/A/K) field of the selected databases was (“crisis, “crisis
management,” “project,” and “project-based organizations”) and (“sense-making”,
“information gathering”, “crisis interpretation”, “decision-making”, “response” and
“learning”). We also deployed a snowball approach by tracing the references in the articles
found to incorporate the most imperative research work. This revealed 365 articles, all
published between 1963 and 2022. Manual screening of each article’s publication source and
abstract was then conducted according to the following predefined inclusion criteria: articles
must be (1) written in English; (2) published in peer-reviewed journals, books or book chapters
and conference papers; and (3) published in high-ranking journals. Book reviews and



‘ Literature search ‘_, Literature examination ‘ » Content analysis ‘

Electronic database ‘[ Literature relevancy ‘ Descriptive analysis
Filtering ‘ Thematic analysis ‘
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. Language

Source(s): Created by author

editorials were eliminated, and only peer-reviewed papers were considered in this research.
This led to the inclusion of articles published in journals such as the Academy of Management
Journal (AM]), Academy of Management Executive (AME), Academy of Management Review
(AMR), Admunistrative Science Quarterly (ASQ), Journal of Management Studies (JMS),
Management Learning (ML), Organization Science (OS), Business Ethics Quarterly, the
International Journal of Project Management (IIPM), Project Management Journal (PM]),
International Journal of Managing Projects in Business and Journal of Contingencies and
Crisis Management. To these, we added two of the leading practitioner-oriented journals,
namely, the California Management Review (CMR) and Harvard Business Review (HBR).

The literature was selected for review based on its relevance to the topic under study.
So far that reason in the next step, we excluded irrelevant papers by reading their titles,
abstracts and keywords. The abstract was read if the title did not explicitly exclude the
relevancy of the article. However, the abstract did not always provide enough information to
decide whether the article included relevant information or not. In that case, the first author
decides whether an article was useful by going through the introduction section. To avoid
unnecessarily excluding other relevant studies published in lower ranking journals, the
abstract was reviewed, and if it met the required standards, these articles were also
considered for review. This stage yielded a total of 171 publications. We incorporated both
empirical (qualitative and quantitative), conceptual and theoretical studies in the review.
Moreover, the literature review also includes textbooks/reports relevant to our study.

The next step is to analyze those publications, the technique of content analysis is
employed to “classify large amounts of text into an efficient number of categories that
represent similar meanings” (Hsieh and Shannon, 2005, p. 1278). This content analysis
comprises two parts: descriptive and thematic. The descriptive analysis was achieved by
providing a description of the studies gathered in the data extraction form. The thematic
analysis was done by analyzing the studies and defining the different themes presented in
each study. As discussed by Tranfield ef al. (2003), it is essential to connect themes across the
diverse core contributions and highlight any connections. The process creates an overview of
the main findings and generates a solid basis to identify research gaps (Tranfield et al., 2003).
The following sections detail and analyze each of the identified themes.

Findings: conceptual framework: crisis management process model — a
multidimensional perspective

In Figure 2, we provide a comprehensive model of the crisis management process for PBOs.
We begin our presentation of the model by discussing the importance of sense-making,
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Figure 2.

Crisis management
process model for
project-based
organizations

Crisis triggers

Outcome
PBO
Project 1 Sense-making Decision-making Response Success
Information gathering |—{ Accurate decision »| Reactive response | —|
Project 2 Crisis interpretation Timely decision Failure
Project 3

h

Learning |

Source(s): Created by author

followed by decision-making, response, outcome and learning. Sense-making is about
developing an understanding of crisis (Weick et al.,, 2005). This is considered the first step in
our model as once a crisis strike, it is of utmost important to understand the crisis. Once an
understanding of crisis is developed through sense-making, the next crucial step is to make
decisions. A crisis needs rapid and right decision-making in order to minimize its impact as
described by Pearson and Clair (1998). Decision-making is a process of selecting the best
option (Anderson, 1983). The next step is to apply the decision by taking appropriate actions.
According to Brunsson (1982), actions are supposed to be initiated by rational decision
procedures. The response is actually an implementation of the best option derived from
decision-making process. It leads to outcome which could be success and failure (Bundy and
Pfarrer, 2015). The outcome which could be either success or failure, leads to organizational
learning (Haunschild and Sullivan, 2002; Baum and Dahlin, 2007).

Prior studies have considered how sense-making unfolds in a crisis in a wide range of
contexts, including the Bhopal accident (Weick, 2010), the Mann Gulch fire (Weick, 1993), etc.,
which are illustrations of life-threatening events (Iftikhar ef @/, 2021). It does not take fire or a
life-threatening event to precipitate a crisis, but it also includes normal accidents (Kornberger
et al., 2019), which is the focus of this study. Much of the work examines sense-making in a
single high-reliability organization (such as firefighting and aircraft carrier flight decks)
(Maitlis, 2005; Rudolph et al, 2009; Clark and Geppert, 2011; Cornelissen, 2012; Monin et al.,
2013). In addition, prior research considered decisions as a result of a sense-making process
(Weick, 1995; Musca et al, 2014). Decision-making is integral to the management of projects
(Stingl and Geraldi, 2017) and at time of crisis, it is extremely important.

We explored the role of response for crises; a response is an action which could alter the
environment under consideration (Porac et al., 1989). The literature talks about proactive and
reactive responses to abrupt events (Barber and Warn, 2005). In addition, following the
response, the outcome is either success or failure. There is a learning process whereby an
organization acquires new information (Miner and Robinson, 1994), and this helps to improve
its prospects in environments (Cyert and March, 1963; Sommer et al., 2016).

Sense-making

The term “sense-making” is introduced by Karl Weick and simply means “the making of
sense.” It refers to how we structure the unknown to be able to act in it (Weick, 1995, p. 4).
Sense-making is the process through which people work to understand issues or events that



are novel, ambiguous, confusing or in some other way violate expectations. Sense-making is
triggered by cues such as issues, events or situations, for which the meaning is ambiguous
and the outcome is uncertain (Meyer, 1982), and where events, issues and actions are
somehow surprising and confusing (Weick, 1993, 1995; Maitlis, 2005). According to
Cornelissen (2012, p. 118), “Sense-making refers to processes of meaning construction
whereby people interpret events and issues within and outside of their organizations that are
somehow surprising, complex, or confusing to them”.

Sense-making involves a few steps. The foremost step is sensing the problem. A problem
is perceived when a discrepancy or gap occurs between the existing state (perceived reality,
initial state) and the desired state (goal, standard of how things should be in the terminal
state). Sensing a discrepancy between the existing and desired state is the first step in the
process. When a situation feels “different,” it is experienced as a situation of discrepancy
(Orlikowski and Gash, 1994), breakdown (Patriotta, 2003), surprise (Louis, 1980),
disconfirmation (Weick and Sutcliffe, 2001), opportunity (Dutton, 1993) or interruption
(Mandler, 1984). There are three main “sense-making moves” or key processes: scanning/
information seeking, interpreting/creating interpretations and responding/taking action.
These are all important aspects of the more general notion of sense-making (Daft and Weick,
1984; Milliken, 1990; Gioia and Chittipeddi, 1991; Weber and Glynn, 2006; Rudolph et al,
2009). According to Weick et al (2005), sense-making is about how something comes to be an
event for organizational members. Second, sense-making is about the question: What does an
event mean? In the context of everyday life, when people confront something unintelligible
and ask, “What’s the story here?” they then ask, “Now what should I do?” (Weick et al., 2005).
We believe that information seeking, and the interpretation of the situation are the two pillars
of the sense-making process; however, response is a separate dimension.

Information gathering. Dealing with uncertainty requires information from the
environment (Braybrooke, 1964). Information gathering is defined as the process of
monitoring the environment and providing environmental data to managers (Daft and Weick,
1984). Information can come from external or internal, and personal or impersonal sources
(Aguilar, 1967; Keegan, 1974). In external sources, managers have direct contact with
information outside the organization and search the external environment to identify
important events or issues (Daft and Weick, 1984; Milliken, 1990). Internal sources pertain to
information collected and provided to managers by other people in the organization through
internal channels). Personal sources involve direct contact with other individuals, whereas
impersonal sources are written documents such as newspapers and magazines or reports
from the organization’s information system (Daft and Weick, 1984). As per Iftikhar ef al.
(2022a), these information-gathering sources are equally relevant for PBOs. On the one hand,
hazardous and rapidly unfolding situations are difficult to comprehend, so people want to
gather more information to determine the most appropriate action. On the other hand, the
demands of the situation often require them to take action with incomplete information, since
in a crisis, there is pressure (and sometimes immense pressure) to make sense of the world
quickly (Maitlis, 2005) and the pressure built-ups in the temporary setting of PBOs.
According to Ajmal et al (2010), PBOs suffer adversely when they do not have proper
information systems in place, affecting their knowledge management activities.

Of course, all of the information received is not necessarily relevant. Accessing the right
information at the right time can also be problematic. One of the problems with information
gathering is information overload. Information overload means having more information
than one can acquire, process, store or retrieve (Brennan, 2011). In their comprehensive
review of the literature on information overload, Eppler and Mengis (2004, p. 326) offered the
following description: “Information overload occurs when the supply exceeds the capacity,
and a diminished decision quality are the result.” Overload often leads to stress, inefficiency
and mistakes that can result in poor decisions, bad analysis and/or miscommunication
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(Eppler and Mengis, 2004). Therefore, we need quality information, which means the right
information at the right time in the right amount.

The existing research on information quality reveals that it acts as a deal breaker for
organizations, as decision-making is fully dependent on the information received. To make
information useful, it must be accurate. Accuracy involves ensuring that the information is
correct and without any discrepancy (Iftikhar et al, 2022a). Fisher et al (2003), after
evaluating several crises, such as that of NASA’s shuttle explosion, found out that this crisis
took place due to poor-quality information and the failure to do sense-making. In a similar
study, it was revealed that a hospital declared the death of a patient just because of inaccurate
information (Albrecht et al., 2004). Researchers are of the view that those organizations that
do not place an emphasis on the quality of information gathered usually end up making the
wrong decisions and/or losing attractive business opportunities (Houhamdi and Athamena,
2015). The dynamic capabilities may include the accumulation and efficient use of rich
information for achieving organizational goals (Shamim et al, 2019). It applies to rapidly
changing, and dynamic environment, and PBOs fit this criterion (Choi et al, 2018). Based on
the existing literature, which supports the association between the quality of information and
decision-making in PBOs, the current study proposes the following proposition:

PI1. Rich information gathering (internal and external) will positively impact the
accuracy of PBOs’ decision-making.

Due to advancements in technology, we have full access to information at any time, but most
of the information available is either irrelevant or incomplete, which wastes time
(Farhoomand and Drury, 2002). If parts of the information are missing, the project actor
will not make use of it. If there is incomplete information, they use their judgment and
experience (Iftikhar ef al, 2022a). The abundance of information makes the decision-making
process more challenging and time-consuming. Despite an increase in the amount of
information available to project team members over time (Himma, 2007), their ability to
analyze all the information and interpret it efficiently and effectively is not increasing at the
same pace (Woods et al., 2002). Information gathering is more challenging in PBO’s and
failure to use relevant information is a phenomenon often termed as “information limbo”
(Almeida and Soares, 2014). McAfee and Brynjolfsson (2012) are of the view that
contemporary organizations collect too much information, to the extent that it becomes
difficult for them to handle it. Lanham (2006), in his seminal work, highlighted that
contemporary businesses are drowned in information but are still incapable of making good
decisions based on that information due to their lack of sense-making and wastage of time.
Several studies have proved that due to an excess of information, it becomes more time-
consuming to separate useful data from irrelevant data which affects decision-making
(Edmunds and Morris, 2000; Farhoomand and Drury, 2002). Dynamic capability theory also
states that time is critical in achieving competitive advantage, and it becomes crucial for
fast-paced organizations to have tight deadlines to meet (Wendra et al, 2019). Since PBO’s are
time bound, they are required to accumulate and reconfigure capabilities within the given
timeframe as time wastage can cause them more harm (Ferreira et al., 2020). According to the
dynamic capability theory, organizations must make timely decisions to achieve
organizational goals (Torres ef al., 2018). Hence, the current study proposes the following
proposition:

P2 Rich information gathering (internal and external) will negatively impact the
timeliness of PBOs’ decision-making.

Decision quality depends upon three factors: (a) the quality of information inputs into the
decision process (it depends on the ability of the system to effectively absorb information



flows, thus preventing overloads and reducing noise in communication channels. Noise
depends upon the distance between units in the organization); (b) the fidelity of objective
articulation and tradeoff evaluation (input: cognitive abilities and group think; output:
quality decisions); and (c) the cognitive abilities of the decision group (the abilities of the
decision unit to interpret information, generate options creatively, calculate and make choices
between alternative courses of action) (Smart and Vertinsky, 1977).

Crisis interpretation. Interpretation is the process of translating events and developing
shared understanding, but it occurs before action (Daft and Weick, 1984). We consider crisis
as “a low-probability, high impact event” (Pearson and Clair, 1998, p. 60). Crisis interpretation
defines where the crisis lies and what the sources and characteristics of the crisis are,
meaning whether the crisis lies internally or externally, the reason for the crisis and whether
the crisis is technical, economic or social in nature (Iftikhar et al, 2022a). In this paper, we
draw on the classic work of Mitroff et al (1987, 1988) and Shrivastava and Mitroff (1987) to
develop a typology, where crises are categorized into four types relying on a framework
consisting of two dimensions. First, the internal-external dimension determines the source of
factors that result in a crisis, which can be the failure of an internal organization system or a
failure in the organization’s external environment. Second, the technical-social dimension
involves the characteristics of factors that cause a crisis; these include technical and/or
economic failures or issues associated with human, organizational or social concerns.
Following Mitroff et al’s (1987) and Shrivastava and Mitroff’s (1987) typologies of crises, we
derived Table 1.

Cell 1 represents failures in internal social processes and systems. These crises are most
often caused by operator or managerial errors, intentional harm by saboteurs, faulty control
systems, unhealthy working conditions or the failure of decision-making systems. The
miscommunication of vital safety information, unsafe decisions or deliberate harm may
result from these failures (Shrivastava and Mitroff, 1987). In 1986, the Space Shuttle
Challenger exploded 74 s after takeoff, killing all six crew members and one civilian
passenger. This tragedy was a crisis for the National Aeronautics and Space Administration
(NASA). The explosion was caused by the failure of the solid rocket booster that powered the
shuttle. The launch took place at an extremely low air temperature, which caused the seals of
the booster to lose their elasticity and malfunction. The problem was in the design of booster
seals (Shrivastava et al, 1988; Vaughan, 1996).

Cell 2 represents technical and economic failures in internal organizational systems. These
are caused by failures in the core technology of firms. Crises in this cell are triggered by major
industrial accidents, such as Bhopal, Three Mile Island or Chernobyl. Defects in plant

Social crisis Technical and economic crisis
Internal Cell 1 Cell 2
Organizational breakdown Product/service defect
Miscommunication Computer breakdown
Failure to adopt change Bankruptcy
Illegal activities Defective/undisclosed information
Workplace bullying Plant defects
External Cell 3 Cell 4
Executive kidnapping Industrial accidents
Terrorism Natural disaster
Boycotts Large-scale systems failure
Labor strike/work stoppage Societal crisis (civil and political)
Copyright infringements Widespread environmental destruction

Source(s): Created by Iftikhar (2023)

Crisis
management
process

109

Table 1.
Different typology of
crisis




MPB
16,8

110

equipment, design or supplies are the primary cause of these crises. For example, a reactor
meltdown at a nuclear power plant in Chernobyl caused the deaths of about 30 people.
Hundreds of thousands of those living in the vicinity of the plant were severely irradiated
(Shrivastava and Mitroff, 1987; Liberatore, 2013).

Cell 3 represents failures in the social environment of corporations. These crises occur
when agents or institutions in the social environment react adversely to the corporation.
Incidents of sabotage, terrorism or off-site product tampering or misuse are examples of such
failures (Shrivastava and Mitroff, 1987). For example, in 1982, dozens of Tylenol capsules
were found to be contaminated with cyanide. Eight people who ingested these capsules died
immediately. This created a nationwide public health scandal and a crisis for Johnson &
Johnson, who had manufactured the capsules. The full cost of withdrawing products from
shelves and switching from the production of capsules to other forms of medication exceeded
$500 million (Shrivastava and Mitroff, 1987; Mitroff et al,, 1988; Olaniran et al., 2012).

Cell 4 displays crises primarily related to technological and economic failures in the firm’s
environment, which cause crises within the organization. Examples might include hostile
takeover attempts prompted by the restructuring of industries, drastic currency rate changes
and other macroeconomic occurrences or attacks by corporate raiders. In 1985, for instance,
cheese contaminated with poisonous bacteria was sold in California, which killed 84 people,
creating a major public health crisis that affected the entire state. The victims’ relatives sued
the manufacturer for billions of dollars, forcing it into a hostile takeover (Shrivastava and
Mitroff, 1987).

Crises are characterized by low probability/high consequence events that threaten the
most fundamental goals of an organization. Because of their low probability, these events
defy interpretations and impose severe demands on sense-making. It is crucial to give
meaning to crises in order to make appropriate decisions. According to studies done on the
causes of real-life crises that took place in PBOs such as defense and healthcare; in formal,
the majority of the crises took place due to the misinterpretation of the whole situation (Fisher
et al, 2003); in the latter, a misinterpretation of information led to the death of a patient
(Albrecht et al, 2004). Both these studies highlight the serious consequences of poor
interpretations of crises. A crisis is an unknown situation that brings with it a lot of questions
with no obvious answers, thus, creating the challenge of interpreting the situation properly
(Williams et al, 2017). Those organizations which fail to interpret crises end up facing serious
losses (Li et al,, 2018). People who fail to interpret a crisis efficiently and effectively end up
indulging in irrational decision-making (Leung and Law, 2016). Decision-making is shaped
by the quality of information sharing and information processing during and after a crisis
(Uitdewilligen and Waller, 2018).

The dynamic capability theory also supports the importance of crisis interpretation for
efficient decision-making in a dynamic environment, just like PBO’s by utilizing their unique
capabilities (Choi ef al, 2018). Dynamic capability theory talks about “dynamic fit,” which is
the ability of organizations to adapt to change repeatedly and over time (Teece, 2014). Taking
from the context of crisis, dynamic capability theory urges organizations to change their
course of action after facing the crisis by collecting information about the cause of crisis and
possible solutions to mitigate the damage caused by the crisis (Mansour ef al, 2019). This
theory states that organizations which make timely decisions have higher chances of survival
and growth (Jiang et al., 2019). Hence, the current study proposes the following proposition:

P3. Crisis interpretation is likely to lead to accurate and timely PBOs’ decision-making.

Decision-making
During a crisis, decision-making is critical to make accurate and timely decisions (Loosemore,
1998). The consequences of a crisis are high, as it is a low-probability, high-severity event;



however, its impact can be reduced by rapid and accurate decision-making (Mallak and
Kurstedt, 1997; Kahn et al, 2013). Good decisions must be made quickly, despite the
uncertainty, time pressure and high stakes associated with a crisis (Pearson and Clair, 1998).
As Sawle (1991) said of the importance of decisions in a crisis, “the worst decision is no
decision, and the second worst decision is a late one”. It is critical to integrate crises in
decision-making process. The objective is to make the right decisions and execute them
effectively. Decision-making is complex and at times of crisis, it is more complicated (Wilson,
2013), as a crisis is an unexpected, unusual and abnormal event (Lacombe, 2002). The core
elements that define a crisis — ambiguity, urgency and high stakes — are also severe
constraints on the ability of individuals to make decisions effectively (Pearson and
Clair, 1998).

Decision-making in crises is characterized by a high level of uncertainty, urgency to act, a
narrowing of options and high-stakes implications for organizational survival. At the time of
crisis, the challenge for any organization is to make decisions quickly and accurately (Bonn
and Rundle-Thiele, 2007) as individuals make decisions based on their perceptions (Wang
and Pitsis, 2020). In a crisis, one must secure a high-quality decision-making process.
A decision process consists of the articulation of objectives, the generation of alternate
courses of action, an appraisal of their feasibility, an evaluation of the consequences of the
given alternatives, and a choice of the alternative which contributes most to the attainment of
organizational objectives (Smart and Vertinsky, 1977). In conventional terms, the task of
making a decision can be decomposed into five subtasks: (1) identifying the relevant goals;
(2) searching for alternative courses of action; (3) predicting the consequences of following
each alternative; (4) evaluating each alternative in terms of its consequences for goal
achievement; and (5) selecting the best alternative for achieving the goal (Anderson, 1983).

Adverse circumstances call for quick actions, which is why the crisis management
literature puts an extra emphasis on timely decision-making to respond to the crisis in a
timely and efficient manner (Bechky and Okhuysen, 2011; Kahn et al, 2013). The current
literature suggests that among many other factors, timely decision-making plays an
important role in crisis response (Anderson, 1983; Tjosvold, 1984). Timely decision-making
along with timely response is crucial in certain contexts (Roberts, 1990) including but not
limited to temporary organizations such as PBOs where timelines are crucial its importance
increases multifold. The existing body of knowledge on crisis management is based on the
fact that timely decision-making results in timely responses to crises, which helps in reducing
the negative outcomes of crises (Claeys and Cauberghe, 2012). This is because a crisis has a
negative impact which can be reduced by making timely decisions and initiating a timely
response (Graffin ef al, 2016). According to dynamic capability theory, time plays an
important role in the success or failure of an organization particularly when organizations are
rapidly changing (Ferreira et al., 2020). This theory claims that those organizations which can
make timely decisions are better equipped to cope with the changing environment such as
crisis (Wohlgemuth ef al,, 2019). Hence, the current study suggests:

P4. Timely and accurate PBOs’ decisions will lead to an appropriate crisis response.

Response

Response is a capacity where people feel they can do something about the crisis (Weick, 1988).
Organizations increasingly face crises, yet little is known about how they develop their
responses to unexpected events that enable their work to continue. According to Wang and
Pitsis (2020), the agreement of key stakeholders on response strategies is critical to resolving
a crisis. One of the characteristics of a crisis is that it contains an element of surprise.
A surprise is a break in expectations that arises from situations that are not anticipated or do
not proceed as planned (Cunha ef al, 2006) and encompasses any element within an
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organization that is unexpected and draws attention away from the standard progression of
the work. Crises can occur in various ways. They can be generated by events and by
processes. It is impossible for people to know in advance the form a crisis will take, what its
source will be or which members it might involve.

Crises are turning points in organizations. The crisis situation will determine the
appropriate action. People often do not know what the “appropriate action” is until they take
some action and see what happens. Thus, actions determine the situation. Once a person
becomes committed to an action, he/she then builds an explanation that justifies that action
(Weick, 1988). There are two ways to respond to the crisis, namely, firefighting and fire
lighting. Fire fighter style is reactive behavior, where the focus is on tackling immediate
problems. Fire lighter style is proactive behavior, able to explain the big picture, anticipate
events and even prevent problems (Barber and Warn, 2005). It is almost impossible for
people to know in advance the form a crisis might take, what its source will be or which
stakeholders it might involve. Since a crisis is a low probability and high-impact event, it is
not possible to plan contingencies for it, hence only a reactive response can be taken.

Crisis management research gives huge importance to the nature of the response made by
the organizations as a result of any crisis (Gillespie and Dietz, 2009; Bertels et al, 2014). There
is a consensus on the fact that crisis response plays a vital role in the reintegration that
enables the organization to rise again after facing adversity (Gillespie et al., 2014; Brown et al.,
2016). Some researchers believe that the nature of crisis response shown by the organization
and its members shapes the outcomes of the event (Claeys and Cauberghe, 2014; Bundy and
Pfarrer, 2015). In one study, it was revealed that a reactive response to crisis helps in
minimizing the cost, enabling the organization to stand on its feet again (Alonso-Almeida
etal.,2015). A reactive response to crisis helps the organization in achieving the status quo by
decreasing costs (Pearce and Michael, 2006). According to one school of thought, a reactive
response to crisis is the preferable strategy to be used by an organization as it ensures the
survival of the organization (Taylor and Enz, 2002). However, some researchers believe that a
reactive response is unstable and inefficient (Pun, 2005). In other words, there are mixed
findings on the effectiveness of reactive responses at times of crisis (Taylor and Enz, 2002;
Kamoche, 2003). Since it is difficult for PBOs to know in advance the form a crisis will take,
what its source might be or which stakeholders it might involve, a reactive response is
required to deal with a crisis (Iftikhar ef al, 2022a). Dynamic capability theory supports a
reactive response, but it is difficult to know beforehand whether the reactive response yields
positive or negative outcomes mainly because the reactive response alone cannot promise
desired results if it is not taken carefully (Mansour ef al, 2019). Hence, the current study
proposes the following proposition:

P5. A reactive response will lead either to success or failure outcomes for PBOs and for
their projects.

It is important to determine the appropriate action. It is our contention that actions play a
central role in the genesis of crises and therefore need to be understood if we are to manage
crises (Weick, 1988).

Qutcomes (success/failure)

According to Pearson and Clair (1998), any crisis process results in relative degrees of success
and failure. The novelty, magnitude and frequency of decisions, actions and interactions
demanded by a crisis suggest that no organization will respond in a manner that is
completely effective or completely ineffective. Much of the literature treats organizational
consequences in the event of a crisis as though alternative outcomes were dichotomous: the
organization either failed (Turner, 1976; Vaughan, 1990; Weick, 1993) or succeeded



(e.g. Roberts, 1989) in managing any particular crisis incident. Pearson and Clair (1998)
proposed that “an organizational crisis will lead to both success and failure outcomes for the
organization and its stakeholders” (1998, p. 68). However, it is not the crisis itself but its
management which will lead to success or failure as an outcome for the organization. If a
crisis is efficiently managed it will lead to success; in contrast, if the crisis is poorly managed,
it will lead to failure. Researchers of organizational crises have examined a variety of factors
that contribute to crisis management successes and failures. However, we suggest a
subprocess for the crisis management process.

Irrespective of the outcomes of a crisis, learning is the ultimate benefit for an organization
after the crisis ends (Christianson et al.,, 2009). When crisis management leads to failure, the
organization can learn to avoid mistakes and to try different alternatives to manage future
crises (Haunschild and Sullivan, 2002). Conversely, if the outcome is successful there will still
be room for improvement, so the organization can learn in both cases (Baum and Dahlin,
2007). When the organization averts a crisis and learning leads to organizational
improvement, there will be elements that could have been handled better (Haunschild
et al., 2015). For instance, Zahra and George (2002) revealed that a crisis enhances employees’
learning and also leads to an increase in their capacity to absorb. Another interesting study
showed that those organizations which face crises learn to avoid similar situations in the
future, thus decreasing the chances of future crises (Madsen, 2009). The dynamic capability
theory also states that learning is the byproduct of organizational decision-making as every
decision taken by the organization irrespective of its consequences provides a learning
environment which can help an organization in taking smart decisions in the future (Hung
et al., 2010; Teece et al., 1997). Crisis management strategies promote learning among project
managers who can use learning experiences while handling similar crisis in the future (Mayr
et al., 2022). Thus, this study proposes the following proposition:

P6. Crisis management outcomes (success/ failure) will lead to PBOs’ learning.

Learning

Organizational learning is not simply the sum of individual learning (Hedberg, 1981); rather,
it is the process whereby knowledge is created, distributed across the organization,
communicated among organization members and integrated into the strategy and
management of the organization (Duncan and Weiss, 1978). Organizational learning occurs
when an organization institutionalizes new routines or acquires new information (Miner and
Robinson, 1994). Organizational learning helps organizations to enhance their practices and
to improve their prospects in dynamic and competitive environments (Cyert and March, 1963;
Argote, 2011).

Learning can occur at several different levels (such as at the individual, project, firm or
industry levels) and often as an unintended by-product of the project activity (DeFillipi and
Arthur, 2002). Project-based learning practices are a subset of organizational learning
practices (Keegan and Turner, 2001). Learning in PBOs most commonly refers to the process
of making newly created project-level learning available to the organization as a whole by
sharing, transferring, retaining and using it (DeFillipi and Arthur, 1998; Prencipe and Tell,
2001; Scarbrough ef al, 2004; Argote and Ophir, 2005). However, previous research has
emphasized the difficulties that organizations face when they attempt to capture the learning
gained through projects and transfer it to their wider organizations (e.g. Middleton, 1967;
Keegan and Turner, 2001). There is a risk that the experience gained is lost when the project
finishes, the team dissolves and its members move on to other projects or are reabsorbed into
the organization. Unless lessons learned are communicated, and experience gained on one
project is transmitted to subsequent projects, there is also a risk that the same mistakes are
repeated (Middleton, 1967; Iftikhar and Wiewiora, 2022). “Lessons learned” is a popular term;
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however, it is often only lip service paid to the idea of learning from experience (Smith and
Elliot, 2007). As Williams et al (2012) have stated, there are many lessons identified, but not
very many learned.

To date, the study of crisis management has focused on crisis causality, prevention,
response and turnaround, with limited consideration given to organizational learning from
crisis (Elliott and Smith, 2006). Organizations tend to engage in major changes mainly after
they have been confronted with crises (Miller and Friesen, 1984; Tushman and Anderson,
1986). Learning from crises involves understanding the causes of the crises, as well as
identifying ways of preventing similar rare events from recurring and understanding what
took place in the right or wrong direction (Rerup, 2009; Locatelli and Mancini, 2010). Learning
must focus on the ability to create resilience to cope with unforeseen high-impact events.
It only becomes meaningful when lessons are put into practice; they have to be translated and
used to make sense of new situations and enacted in order to manage an unfolding scenario
(Elliott and Macpherson, 2010). Project members can learn from their own crisis management
experiences as well as others involved in the process. Moreover, learning from crises can
improve future projects and future stages of current projects (Iftikhar et al, 2022b).

Although crises always result in learning, their effects weaken over time (Haunschild et al,
2015). Despite excessive research on crisis management and organizational learning, there is
still a lack of empirical evidence on the capacity of organizations to learn from the crisis; for
instance, it is believed that learning is conditional on several factors which are still
understudied (Lampel et al., 2009). Organizations which strive for perfection are more likely to
learn more from a crisis, leading to positive project-based outcomes as compared to those
organizations that only meet the targets instead of exceeding them (Baum and Dahlin, 2007).
Apart from the negativity they spread and the panic they cause, crises bring with them
several important lessons which can prove to be fruitful for the organization (Patil et al., 2016).
The dynamic capability theory also supports the notion that organizations working in highly
competitive and rapidly changing environment can rely on the learning process for long-term
survival and growth (Mansour ef al, 2019). Irrespective of the success or failure of crisis
management adoption, organizations can learn from outcomes and use this information in the
future Mayr et al, 2022). Hence, we propose the following proposition:

P7. Learning from crisis management outcomes (success/ failure) alleviate PBOs and
their projects.

Conclusion

Despite an increase in the frequency of crises, the research on crisis management, particularly
in the context of PBOs, is still in its initial stages. More specifically, there is a lack of a
comprehensive crisis management model that can be applied to PBOs. Keeping in view this
research gap, the current study presented a crisis management framework with special
attention to PBOs. The novel insights this study has brought by proposing a crisis
management framework which identified the importance and association of sense-making,
timely decision-making and quick responses to crises and interplay among each other for the
effectiveness of crisis management.

Theoretical implications

The current study adds to the literature on crisis management, particularly in the context of
PBOs. This study has conceptualized a framework for crisis management, which consists of
all those important factors that are underexplored. This study advances research on crisis
management by proposing a comprehensive model for crisis management. The paper
considers the theoretical lens of dynamic capability theory. The dynamic capability theory



focuses on the processes used in organizations to integrate, build and reconfigure their
internal and external resources and competencies to compete in dynamic environments
(Teece et al., 1997; Killen and Hunt, 2010). An organization has dynamic capabilities when it
can integrate, build and reconfigure its internal and external organization-specific
capabilities in response to its changing environment. In our study, we considered sense-
making, decision-making, response and learning as PBOs capabilities for handling changing
environment of crisis. This study validates the dynamic capability theory in the context of
crisis management and PBOs.

Practical implications

This study helps scholars and practitioners to develop a clear understanding of the factors
that contribute to crisis management for PBOs. For academics, this contributes to a better
understanding of the crisis and its management, which allows for more precise and focused
investigations in the future. The results of the study not only add value to the scarce literature
on crisis management in PBOs but also offer valuable insights to project managers who can
take help from this study. Practitioners such as senior management, project managers and
project team members benefit from being in a position to better describe the status of their
organization or project and to identify actions appropriate for their particular situation. This
includes taking managerial actions to make sense, decisions and responses for intra-
organizational projects to manage the crisis. Practitioners’ crisis awareness is an invisible
force behind the crisis management process that affects their subsequent actions to handle
the crisis. Another takeaway from this study is the revelation that crises, despite all their
negativity, promote learning in organizations, improving the crisis management process in
the future. The conceptual framework proposed in the study acts as a guideline for all those
project managers who are either currently facing a crisis or are expected to come across a
crisis. The steps proposed in the framework must be used by the project managers as
standard operating procedures to minimize the financial and non-financial impact of the
crisis. The project managers should be trained to enhance their sense-making and decision-
making skills. They should also be taught about the importance of taking a reactive response.
Another important insight from this study is the identification of crisis triggers. The project
managers should keep an eye on all the factors that can trigger a crisis, so they have the
necessary information during a crisis. This study also highlights the importance of learning
in crisis. Managers should be bound to submit a report in which they should list down all the
lessons they learned from the crisis. They should also be asked to share their opinion
regarding the most suitable course of action in a similar situation. This report should be
shared with all the employees and made accessible so that managers can take help from it if
they face any similar situation in the future.

Limutations and future research
The first limitation of this study is that it is a conceptual study, presenting the crisis
management process model and propositions. Although this model allows the identification
of crisis and crisis management relationship with sense-making, decision-making, response
and learning. This model will improve the field of crisis management. However, it is
important to understand whether it works as we suggested, as it has not been tested
empirically. Future researchers might test the model by studying it empirically. Another
limitation of this study is that it has only highlighted the role of crisis triggers. Future studies
might also discuss different factors that might trigger a crisis.

Moreover, this study has not mentioned the decision-making styles needed for crisis
management. Future studies may also shed light on the most suitable decision-making style
during a crisis. The current study has developed a standardized model that can be applied to
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PBOs in different industries, which strengthens the study due to generalizability. However, a
more customized crisis management model which is specific to a particular industry might
prove to be useful as the nature of crisis varies from one industry to the other. Future
researchers might propose crisis management models that can be applied to a particular
industry.
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