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How would you grade yourself when getting the most out of
crisis situations ?

Your key business challenge as top executives is to achieve the best possible
results in any situation, including crisis scenarios, focussing on two basic
action lines:

1) Controlling damages brought on by the crisis
2) Leveraging new opportunities that appear with the crisis

All of this w ith a very clear principle: DO IT AS FAST AS POSSIBLE. Or at
least, faster than your competitors.

This is of course obvious to all when written up in black and white, but it
becomes pretty complex when trying to bring it alive in a r eality
permeated by tones of grey, requiring you to understand the emotional
mechanisms that sabotage decision making, nock out individual and
collective productivity —and destroy corporate information flows, almost
paralyzing or mortally injuring the business model in some cases.

Crisis scenarios produce a systemic paralyzing effect that may put the
organizationds survival at ri sk wisth a po
impossible to measure through standard management methods.

Unless you are able to understand and tame the human shrew hidden inside
your company, she will become blinded by excessive and discontrolled
emotion that invades its veins at all levels, incl uding the maximum level of
responsibility: the CEO and his executive team. So €

..How do you achieve an EFFICIENT organizational
response in the midst of fear and uncertainty?

This deliverable of our line of lessons on emotional strategy, called BeSt

diamonds®, wants to make economic and political leaders aware of the

part of this gl obal crisis that they donod
supplies models and tools to help you evaluate the real complexity of this

crisis, and what way to go to overcome i t.

BeSt diamonds® is an innovative collection of expert knowledge on the strategic

development of companies and first line executives. | nspired by the experience acqui red

year after year with our clients, and constructed on the unique vision that our posi tion in

the most diverse business sectors provides, these diamonds of applied knowledge are

intended to encourage and help boost our clientso i

We hope that this reading will bring you excellent and very measurable resu Its.
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Executive Summary

This document aims to help CEOs and geneal managers of Spanish economy
to make more efficient decisions in the context of crisis around us since
the middle of 2008.

In the pages that follow we bring forward theoretical frameworks and
elements for thought to widen and deepen your current underst anding of
the economic scenario and of your own organisation.

We will start by briefly illustrating visible symptoms and  systemic process

dynamics triggered by the generalized anxiety excesses that have been

drowning our economy for months. How can you see the consequences of

banxi ety attacksd on your executive teams
clients and your company.

We then put forward a simple framework to help you rapidly analyze the
motions of human emotions in your decision making processes and
information flows. You will begin to see how altered emotional states
spread among your employees and executives , how such states impact
strategic vision and organizational processes, as well as the evolutionary
explanation to why people react as they do in the face of unexpected
change.

We describe scientific contributions from psychology in further sections to
demonstrated the process each and every human being follows when
going through loss and crisis, as well as what helps some respond with far
greater efficiency than others.

Contagion mechanisms on a oneto-one level and mass level, based on our
very own simplified transition model, will go on to show you how to
leverage spontaneous dynamics that are already impacting your
employees and your business sector to create future value instead of
destroying it.

Finally, this document presents eleven critical next steps to invert the
scared and paralyzing trends of your market and your organization.
Starting with yourself, the CEO, and covering the motivati onal, strategic and
operative dimensions of your business.

Please take advantage of this opportunity to explore a different perspective
on your probl ems, even I f you believe you
crisis is not going to affect you.

If your company is a relevant actor in our current economic system, it is

only a matter of time before the credit crisis and/or the brick crisis

i mpact you fully. We are before the greate
occidental economy has ever suffered since the S econd World War.

Please, keep reading...even if only diagonally.
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The invisible impacts of the economic crisis

If, by chance, your company is exclusively made up of robots and
computers, that is, be ings that are 100% rational and completely oblivious
to the emotions that surround them, then you can stop reading and forget
about thisdocument . Youdre doi ng jbetertthadr moske .

But then you must also be a robot! However, if this is not your case , you
should keep reading this document in order to understand that an
organization made up of human beings suffers consequences which are not
immediately visible, and which can have a critical impact on its capacity to
react and optimize results during crisis.

Today, the majority of European executives are only looking at and
managing the tip of the iceberg:

Sharp fall in income

Forecasts of zero economic growth or recession for 2009

Clients who do not pay on time or who have been declared bankrupt
Failure of projects launched in 2008 (new bran ds, new products, etc.)
Rising difficulty to finance debt and new demands to settle granted
debts

Paralyss of investment projects
Drastic cut backs and large-scale redundancies

Visible impact: S
P&L losses

Accumulation of mistrust, fear and resistance
which aff ect productivity, decision -making and

the organisation of resources to respond to the
crisis

But what they are not seeing are the other imp acts below the
waterline. The harmful potential of a climate of uncertainty and worry
which is impregnating the financial markets, the newspapers and the
statements of political leaders on a global level.
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This systemic fear is communicated on a daily basis and feeds off itself,
exagerating negative scenarios, inf iltrating the minds of executives and
workers, fostering an increase in mistrust, fear and worry on all levels.

If it is true that people can
achieve increased levels of
performance with a ce rtain
level of tension or pressure, i t
Is also true that there is a
limit after which their

performance takes a nose-
dive until it stabiliz es at an
almost zero level, as shown in
the graph. After this critical
Anxiety point, performance remains
at very low levels in most

critical
level

Performance

cases, no matter what the increase in anxiety .

The permanent spreading of fears since the summer of 2008, mistrust and
anguish is leading most_executives beyond this critical threshold _, seriously
affecting their performance, precisely when they most need to react and
protect their companies.

The series of individual fearful anxieties combine together and are
reinforced on a collective level which is then transferred onto the Profit
and Loss Account, producing losses through multiple subtle symptom s:

Generalised fear fosters more rumours, more exaggerations with worse
outcomes, justifying and even increasing the level of stress in
individuals.

Fear and haste eliminate level -headed analysis: There are many crisis
measures that break away from the medium-term strategy and
ohysterical | gisp aboring initiatives that could generate

business in the short and medium term.

0OSpeci al projectsod are set up one
crisiséo. As #he wokloasl efcsen @nntaragers is multiplied
to unsustainable levels, increasing the risk of error and giving rise to
conflicts of interest, disagreements between executives and power
struggles to absorb the excessive worry.

Inflated fear makes it difficult or even impossible to carry out a medium -
term strategic reflection, as we cannot find two hours to sit down and
decide what to stop doing, imagining terrible consequences of not
carrying out the most trivial tasks, such as losing our jobs, upsetting the
boss, looking incompetent, losing a client, etc. This reasoning makes
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delegation impossible and favours a vicious circle of exhaustion and
stressamongthesoc al | e d odhindathe busidess.

The productivity of the majority of director positions ( brains of the
organisation) falls alarmingly , as they spend many minutes every day
exchanging their views of the economic crisis, talking on the phone and
holding meetings to compare their nervous wanderings with their
colleagues. All of these exchanges are sought as a way to alleviate the
pressure, but they only f uel it and infect others with the prevailing
anxiety.

Creativity practically disappears as it is associated with innovation and

risk, apparent luxuriest hat O must 0 Inegimes bfieconomiat e d
crisis. This means that not only are processes to reduce costs not
designed but neither are there efforts to seek and develop the very
possible new business opportunities that arise from all economic crises.

Business leaders, politicians and economists have also been affected by
the fever of fear as much as everybody else, which is why their
messages, business decisions and prioritisation of initiatives are less
effective than in calmer times.

The press and the media report the most alarming and worrying news,

not just because they seek to attract readers and advertisers to the most

Oeyceat chingdé news, but also because they
income arising from cuts in advertising costs in many companies. They

act inadvertently as loudspeakers of worry and anxiety, prioritising the

terrible messages above more encouraging news.

In some cases useless searches for quilty parties take place, and
creating thousands of discussions about what should or should not have
been done, and leading to discontent, blame and resentment which only
reduces the constructive capacity of the organisation.

The organisational perspective, which is a result of the sum of individual

perspectives, becomes bleak and non-engaginc. This demoralizes
everybody and reduces interest in trying new ideas or striving to obtain a

better position. Reaction time cycles become longer.

Anticipating the sinking of the ship produces a waste of talent on all
levels. Sick leave due to depression increases and groups of resistance
arise placing even more pressure on directors to defend the interests of
isolated groups without evaluating the overall strategy.

In addition to all of this, it is worth highlighting that the majori ty of South-
European executives between 40 and 55 years of age have never seen an
economic crisis such as this one. They have only experienced growth, the
entrance of European funds and international expansion. There have been
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slack periods of growth deceleration but on the whole a continual rising
trend has prevailed. The majo rity have not been able to learn how to
manage in times of recession, and are now required to do so for the first
time in their professional lives .

The truth is we feel before we think é

The fact that our organisations are made up of human beings means that
they benefit from the strong points and suffer the consequences of human
nature; which is, despite what many people might think, more emotional
than rational.

Specifically, the design of the human race, resulting from millions of years
of evolution, explains the behaviours that are so damaging in times of crisis:

(1) The nervous system has existed for many more centuries or millennia
than the rational capacity of our brains . It is much more connected with
all of the different parts of our body and kne w how to function on its
own before reasoning and human logic appeared.

(2) The _human nervous system has a highly
powerful quality that we are not aware of or
dismiss: it is an_antenna that receives the
emotions floating around us. Although our
conscious mnd denies it and deliberately
ignores it, when we come into contact with
other people, emotional signals are
transmitted which are sent directly to our
subconscious without us realising it.

(3) We are genetically programmed to avoid
losing, whatever it take s. Our reactions to
the possibility of winning or losing are
asymmetrical: we put a lot more effort into
avoiding the loss of something than in winning
what we did not previously have, and
guantitatively we suffer our losses of previous
wins significantly more than we enjoy winning
the exact same thing for the first time
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Human nature avoids change and crisis

The main channel through which crisis situations affect your business is
emotio nal. Communication studies between individuals show that more than
90% of what the receiver understands of the communication sent by the
sender is non-verbal, which means that it is not rational. More than 90% of
the communication between human beings is irrational and unconscious.

It is precisely this separation betwe en our conscious reasoning and the
mysterious neuronal movements that occupy the subconscious 80 or 90% of
our brain what limits our awareness of the huge ensemble of information
we receive, and how our body and nervous system do react to the emotional
part of the messages that we receive.

1) Everthing human beings see, think and do is determined by their
nervous system. They do not feel what their rational brain orders
them to feel, no matter how hard they try. The cerebral neocortex,
or the CEO of the brain, was the last thing to be developed in the
evolution of the homo sapiens This is why it is locate d in the small
nook of space left by the earlier limbic and nervous systems, both
wired and intensely connected to the rest of our bodies

Emotions can completely take control of the mind of ANYONE under
the right conditions, even you.

There are many psychological studies which
show that any person can behave violently
and even cruelly if they are immersed in a
violent environment for the correct amount
of time. The necessary duration of time
depends on the intensity of the surroundin g
aggressiveness aapdcity ttdh
resist, but everybody has a limit. After a
given time period, we all succumb to the
predominant emotional mood.

And given that any large human organisation
is made up of individual emotional human
beings, its overall functioning is a product of
uniting the individual behaviours of them all.
Ultimately, a company behaves like a giant
person. What it sees, thinks and does is also
determined by its emotional system.

Wi t h t h ebusiness moded we r ethee processes, the
organisational structure and the IT system necessary to regulate what
each person does, and how their actions blend together to do
business daily.
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Individual thinking about the business can be compared to the
organisational strategy of the whole hie rarchy. And what each person
feels is added to the invisible cloud of emotions which impregnates
the office spaces and buildings of the organisation, thus influencing
all of its employees.

In other words, your current strategy and business model are born
and raised within a cultur e and cocktail of cumulated emotions that
dictate how your company performs . This emotional dimension
incarnates the corporate mission an d historical values that permeate
all your business processes. like the personality o f a prehistoric tribe,
slowly defined by every experience it has lived through , just as each
individual is defined by who he/she is and what he or she has done.

In_ behavioural science t he law of mental equivalency establishes that
what a person does, thinks and feels is connected by a dynamic
system that shifts continuously to find equilibrium. And this is also
true on an organisational level, which demands a certain coherence.
If there is no coherence between the emoti onal level, the strateqy
followed and chosen business model, results can not be optimized,
and resources are wasted on useless meetings, failed projects and
non-attributed costs, among others, to make up fo r the lack of
consistency.

2) We are unconscious antennas, unaware of all we are sending and
receivingaroundus. Thes pr eadi ng emotions arendt s
measured, completely ignored by most observers. And this blindness,
shared by most executives, is what helps emotional systems reach
chaos before any body notices and intervenes.

company emotion =
sum of individual emotions
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Most people have never worried about identi fying their own emotions,
allowing any feeling received to grow and intensify until the conscious
mi nd cignar® the loud banging any more. Being emotionally
intelligent does n& mean that we capture more emotions t han others,
but rather that we are capable of identifying the m and knowing how
they impact us at lower levels of intensity than other people

3) Human beings are genetically programmed to maintain what they have at
ALL times and in ALL circumstances. This uninterrupted search for
progressive improvement has been the key to the social and economic
progress of the human race and that of the previous e volutionary
process.

No human being will lose something
voluntarily . Human beings only lose things that
other living beings or nature takes from them,
even the apparent exception of suicide is
motivated by the apparent gain of alleviati ng
pain.

This is why when a person perceives the
arrival of change, the first thing he or she
does is analyse what he/she could lose with
this change. We are genetically conditioned to
avoid change through any and every possible
means before giving up something we already
have.

This explains why the crises that were
theoretically visible to all as they arrived
suddenly become unexpected tsumanis for everyone involved. The truth is,
it could be seen creeping up on us, and at the beginning it was only a tiny
wave slowly moving towards us. But our instinctive tendency to shut our
eyes to the signals of change in an attempt to avoid the loss is what helps
the crisis to wash over almost everyone in its way.

It is thus clear that what you believed until now to be the impacts o f the
crisis were merely the tip of the iceberg . The fall in sales, the finance

problems and the erosion of margins are only the visible cracks caused by
the hammer of crisis hitting on your business, but these can be repaired if
the basic structure is int act.

However, the anxious temperature of the surrounding waters is directly
affecting your organizational structure, spreading uncertainty, favouring the
deepening of the cracks and sabotaging the capacity of recovery of the
organisation as a whole.
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The mechanisms that transform an intangible emotion into a very
TANGIBLBbusiness problem

This transformation takes place in two ways :

1) the individual reaction to the crisis of each collaborator
2) the spreading of paralysing emotions between collaborators

1) The individual reaction to the crisis

The studies of Elisabeth Kubler-Ross in the 1970s on
p e o p Ireachan to the worst possible loss that is,
death, showed that all people pass through the same
emotional reactions.

Subsequently models have been built to adapt these
successive emotional phases to situations of crisis
and imposed change of all kinds.

Sowe can affirm that when faced with an externally -imposed change, all of
yvour collaborators, including yourself, go through this cycle of emotio ns:

1) Denial. You feel content because you believe
that the change will not happen or will not
affect you in any way.

2) Fear/anger. When you understand what the
change will make you give up, your nervous
system tries to avoid it at all costs. It is the

clas si cal ofight or flig i onary
In this phase it is typical to look for guilty
parties.

3) Bargaining/exploring. Once you understand that the change is
inevitable, as it cannot be overcome with force or flight, you try to
minimise any necessary loss, exploring several possible scenarios.

4) Depression. Once all lines of negotiation are exhausted, you then
flow into emotional mourning for what you have lost. It can take the
form of sorrow, resentment, a feeling of unfairness, impotence and
vulnerability.

5) Acceptance and positive vision. After channelling the negative
emotions of mourning for losses, you begin to adapt and get used to
the new situation , and you start looking for ways to improve and
progressonce again.
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The best audiovisual illust ration that we have found of this process is an

ani mated film calladddgwhathe yion avui ¢kd i n
Google search. It is a highly amusing satire which shows a giraffe going

through each stage as it slowly sinks into quicksand.

1.1 Impact on efficiency

The introduction of this document illustrated how growing anxiety affects
individual performance or efficiency. Specifically, the ar rival of the
economic crisis produces an evolution of the level of productivity and/or
efficiency as shown in the diagram below.
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This theoretical ¢ _urve produces an infinity of  variants in_reality |,
depending on each person and how he or she reacts to change. The curve
can change dramatically both along its vertical axe (seriousness of the loss
of efficiency) and horizontal ly (time-span between each phase). In other
words, for some people the initial loss of efficiency is more subtle while for
others the bargaining and depression phases start earlier. The curve is
different for each person.

But the essential evolution is common for everyone: During the denial phase
efficiency progressively declines, so that even if targets are met, they
require a lot more time consumption and more errors are made. Efficiency
does not stop declining until the negotiating phase begins, and even after
this an additional reduction in efficiency may be observed in the phase of
mourning.

It is only at the onset of the acceptance phase that a change in trend is
observed, pulling towards an increase in efficiency. It is only at this stage
that pragmatic, well thought decisions with a real future vision come to life.
It is the first moment since the beginning of the crisis in which the
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individual looks once more towards the future, instead of lamenting the
losses ofthe past.

But why are these losses in efficiency produced, and how can they become
even greater than the objective loss?

If we write over the efficiency evolution curve on our previous graph, and
draw a red line to show the i n di v ilaval @ stréss or anxiety throughout
the process of facing the change we will obtain the following picture

level of anxiety

critical threshold

This shows how it is precisely the increase in the level of anxiety or stress
that causes the re duction of efficiency. This dramatic increase is produced
by infection from the environment filled with floating anxiety, as well as
other third persons, but it is also spurred by the negative emotions we
generate to avoid feeling pain and sorrow.

A significant part of our available work energy is consumed in reacting
emotionally to the change , as can be observed in typical behaviour patterns
such as:

Increased delays when carrying out the same tasks

A greater effort is needed to begin or execute everyday tasks

Time is wasted in telephone conversations or corridor gossip with
colleagues to alleviate tension through their company

Increase of conflict and strong disagreements between colleagues,
easily triggered by smaller problems

Only with the depression phase does the feeling of misfortune and pain
finally dissipate, consuming a significant part of anger, tension and anxiety,
and finally leading to acceptance. This enables us to return to an optimum
level of calm and absence of tension that allows us to get back to _being
efficient and constructive ag ain.
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Now again, the relentless spreading of uncertainty from other colleagues

and the economic environmentdoesndt hel p you to mai.ntain t|
On the contrary, it will surely increase pressure on your people, even when

you have begun working towards the future. These increases in pressure

lead to continued reconsideration of the chosen plan and plant seeds of

doubt among all those involved, giving rise to disagreements, conflicts and

proposals of new different plans instead of delivering the fir st one.

Without a doubt, anxiety is the worst enemy for the recovery of your
company: it will continue to emerge and boycott your actions for some
time.

1.2 Every person is DIFFERENT: individual resilience

The efficiency curve described above is differe nt in the case of each
specific person. The variation of efficiency throughout the process can be
much larger if you get carried away by anxiety , or much smaller if you learn
how to channel these negative emotions appropriately.

Likewise, your previous experience with important changes can also affect
the time you need to get through each phase of the process. If you have had
to overcome an important loss , you know that the pessimistic and dramatic
feelings will pass. Some executives even go straight to t he depression and
acceptance phases when something unexpected arises due to the extensive
experience cumulated in drastic changes in their past .

Therefore, the horizontal scale and the vertical scale of the exact curve for
each executive depend on two par ameters:

ENVIRONMENTHow important the objective loss produced by the
change is. The bigger the loss, the more intense and painful the
process.

PERSONThe level of resilience of the person. The more resilient a
person is, the quicker and les s costly it is for him or her to reach the
phase of adaptation and positive vision .

Executive resilience depends on character, beliefs, culture and previous

experience, allowing for faster arrival t o the acceptance phase and enabling
a better use of new opportunit ies arising. After all, crises bring threats,
but also_opportunities, and those who _ see these opportunities first __are
consequently able to make the most of them
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The resilient executive is first to clearly identify the change, and to
mobilize the needed resources to make the most of it. It can also be
described as a superior capacity to recover after a traumatic event. The
more resilient a person is, the quicker that person is able to recover and
achieve better medium -term results .
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The highly resilient individual trusts that the negative em otions that he/she
is experiencING are temporary, and immediately focuses on the acceptance
phase. This type of person immediately identifies opportunities for
improvement or profitability and as he/she wastes less time in getting used
to the new scenario, thus achieving faster benefits and increasing his/her
final efficiency is the long term

A person with low resil ience resists the process as much as possible,
lengthening the duration of each phase , rarely reversing the negative trend
of his/her efficiency , and often remaining stuck at a low level for a
sustained period of time.

A person with zero
resilience remains stuck
in__the denial phase
forever. Obviously, this

is an extreme
theoretical case, but
there are many

examples of people who

remain  stuck  when

facing a  particular

JERO Resilioncy change which they never
overcome.
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Executives are more resilient:

the more confidence they have in themselves and in their capacity to
overcome any problem,

the more confi dence they hold in the future , whether it is due to
their philosophical or religious beliefs or because they have
cultivated a systemic understanding of the events to help them play
down the crisis

the more they transmit and receive trust around them, thr ough well
structured and solidly built interpersonal networks

Confidence

A future Reliability
Vulnerabilit 'y Construction
Analysis of bonds

Speed of Symmetrical

change leadershi p

Positive Multi -personal

Thinking optimisation

Risk Strategic
perception communication

All of this leads to two VERY IMPORTANT questions for you:

how resilient are you?

How many highly resilient profiles do you have in your organisation?
Who are they and where are they?

2) the spreading of paralysing emotions

The second mechanism that influences the results of your organisation , or
more specifically, the capacity of collaborators as a whole to produce
results, is the spreading phenomenon of emotions.

2. 1. One-to-one spreading

Let 6s | o bdwarf emotisntis spread between any two people.
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Emotion ALWAY Sspreads between two people in order to level both around
one result feeling that combines them seamlessly . It is a spontaneous
process that occurs in practically all mammals, and explains why jockeys

talk to their horses, why dolphins help whales to hunt and why people look
like their dogs. This mechanism has been a key element for the survival of
many modern mammals, enabling them to react swiftly without having to

talk, shout or warn their enemy .

Continued contact between two people tends to level both their emotional
states at a Ohappy middl ed, common
connect two glasses. Whether by speaking, touching or hit ting each other,
or simply listening to the sounds and observing the gestures in silence. This
communication of emotions happensin a subconscious part of the body. We
are antennas of emotions, continually communicating and receiving signals
in a parallel process, in total independence of our rational functions . In
other words, we are not aware that it is happening until the accumulation
of emotion drives a change in our thoughts or becomesimpossible to ignore.

Scientific and biological research has sti Il not found convincing data to
demonstrate how this works, as the nervous system infiltrates practically
our whole body producing a lot of data which we still do not know how to
interpret correctly. We can only resort to psychology to find descriptions of
greater or lesser complexity of this phenomenon, based on
phenomenological observation.

But our everyday lives are replete
with examples of emotional spreading.
The abrupt greeting of a colleague
which irritates us, the discomfort we
feel after trying t o hold a conversation
for more than 10 minutes with a
monosyllabic and defensive person, or
when we laugh just because we see or
hear someone else laugh with joy.

So, when several people get together
in the same space, not necessarily a
physical space, but also in o vi r t
spaces such as the ones created
through emails, phone calls and
videoconferences, this form of
synchronisation  sends  emotional
signals to the environment in which

they are immersed, feelings that

multipl y and mix together, generating a n emotional stew that bathes

0]

anyone who spends enough time in this environment, even if they don 6t

really know the people init .
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In other words, if the postman was locked inside the office for enough time
he would end up receiving the same emotional signals that the rest of the
people working there receive, even thoug h he knows nothing about the
business or the real threats that are endangering it.

But what happens in an organisation made up of tens, hundreds or
thousands of people?

2 . 2 . spMadingafrond many to many and organisational resilience

The behaviour of groups or masses of people has inspired debate within the
community of social studies and psychological experts for more than a
century, giving rise to two main opposing theories:

-- The contagion theory (Gustave Le Bon), 1895,
which defends the irrational b ehaviour of a mass
of people due to spontaneous spreading of
emotions,

-- and the convergence theory, much more
popular in our super-rational 20th Century, which
defends the intentional and logically-decided
union of individuals wi th common ideas to create
consistent groups with uniform behaviours and
emotions.

What really happens, as is usually the case, is a
combination of both extremes.

Our own experience, accumulated over more than
fifteen years of promoting innovative change in
many companies, together with the theories in
organisational change of highly prestigious experts
such as Peter Senge and John Kotter, among
others, have inspired this simplified model
illustrated here.

This model borrows the physical explanation for
changes of phase in materials, helping you to
analyze the process of massve contagion in a
very intuitive way .

If we reduce the environmental temperature of a
mass of water, the chaotic movement if its
molecules spreads this temperature reduction
among them through knocking. With each knock
the molecule alters its movement, travelling more
slowly and in a different direction.
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