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Samina Shipwreck
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his article aims to underline the
need for crisis management plan-
ning in companies involved in
crisis prone business activities
like coastal shipping. For this reason it
uses the case of the Express Samina Ship-
wreck, which was the most serious nauti-

cal accident that Greece had experienced

over the last 35 years. After a brief liter-
ature review of organizational crises, the
article presents and analyzes the crisis
preconditions, the triggering event, the
company’s response and the stakeholders’
reactions.

danger level of coastal shipping cnmi

panies 1s the transportation of humaﬂ? : i At
lives. Therefore, accidents involv- }‘ A o f”“‘“‘fé
ing such companies may result; SHES A EPOREEAF RS-
in human victims. So, the need f o RS

for effective contlngency plan-

ning 1s completely clear in such e
organizations " 5

ter recovery organizational crisis
shows that scholars have descnbed
the evolution of crises in terms of

several distinct phases.”

The mistakes that were com- THEINCIDENT  SEUCECRLIRNL W |
mitted are pointed out in order | OnSept. 26,2000, aship | Crisis preconditions: Usu- '_
to draw some useful conclu- | called Express Saminacame | ally, @ period of frequent fail- such as consumers, the government, the
sions regarding crisis man- | ypagainstthe rockyilands [ Ures. resource shortages, cost media, the public, regulatory agencies and i
agement and identify several | of Portes three nautical cutting pressures, lack of plan-  the organization itself. 8

managerial implications.

ning and surveillance over The literature on organizational recov-

miles from Paros Island in _ . | |

| the Aegean Sea. Theship | safety 1ssues. ery from disasters 1s scant, especially in

Introduction sank one hour after the crash | Triggering event: Theevent transportation businesses such as shipping &
Organizationally-based | andresultedin 82 deaths. ' that triggers a crisis (industrial companies and airlines. There are few rel-
technological disasters have accident, environmental pollu- evant studies focusing on organizational
become a strategic problem for tion incident, mechanical fail- recovery from airline disasters. There are,

companies. Disasters caused by industrial
or transportation accidents, environmental
pollution incidents, product harm and
occupational diseases, trigger crises for
companies they originate in. These crises
cause extensive damage to human life and
the natural environment. They inflict large
financial or reputational losses on compa-
nies and may even threaten their very sur-
vival.

This paper attempts to support the
importance of organizational readiness in
crisis management involving companies
In sensitive businesses such as coastal
shipping. The conditions of the operating
environment for these companies are some-
times unpredictable mainly because of the
weather. Of course, there are several other
reasons that can trigger a crisis, such as
human error or mechanical malfunctions.
However, the main factor that increases the
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ure, product or service injury, occupational  of course, several similarities between the g

disease, etc). airline and shipping business, but their
Crisis expansion: It follows the trig- main common crisis-related characteristic
gering event and spreads the impact of 1s people’s transportation, often under dan-
the crisis to related domains. The impact gerous circumstances.
may expand from being primarily medical .
and environmental to one including eco- The Company g
nomic, social, political, cultural and sym- Minoan Flying Dolphins S.A. is a sub- i
bolic implications. The crisis expands to  sidiary of Minoan Lines S.A., the leader of ]
engulf other organizations, institutions or the Greek coastal shipping market. Minoan [
individuals. Lines, founded in 1972, is the largest i
Crisis resolution: Crisis stakeholders coastal shipping company in Greece and ;
re-establish normal conditions through one of the largest in Europe.
organizational restructure and improve- According to Constantinos Klironomos, ;
ments, regulatory changes, cleanup, and company president, the commitment to
compensation, relief and rehabilitation of ~ “total customer satisfaction” and the devel-
victims. Organizational recovery alsodeals  opment of strong trustful relationships both
with regaining the confidence and trust of with customers and society comprise the |
organizational stakeholders. main company’s competitive advantages. .

The most important figure 1n this entire
situation was Pantelis Sfinias, the then

Recovery from crisis 1s by itself a com-
plex issue involving many stakeholders,
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-president of Minoan Lines, and man-
1g director of MFD. He managed to
2lop a great “umbrella” through acquir-
and merging most of the Greek coastal
ping companies. It was a common
et that Sfinias, and Minoan Lines 1n
eral, had the Greek government’s favor.
ddition, 1t must be noted that Klirono-
, was a former deputy 1n the European
1ament representing the governmental

Y.

The Incident

Mhat actually triggered the crisis and
1gcht MFD 1n front of an unexpected
age? What went wrong?

)n Sept. 26, 2000, at 10:15 p.m.,
cce experienced the most serious nau-
| tragedy of the last 35 years and one
he most serious ever at a European
. The ship called Express Samina,

1 445 passengers and a crew of 66, -

hed against the rocky islands Portes,
e nautical miles from Paros Island in
Aegean Sea.
'he ship was bathed one hour after
crash and all people on board started
ng in the sea trying to save them-
es before the arrival of other ships
ng nearby. It was dark and everyone
cked as the ship

sinking. The
ther conditions

to regulations. In other words, he attempted
to impute most of the responsibilities to
human errors committed by crewmembers,
putting aside company’s responsibilities for
operating a 34-year-old vessel. He finally
burst into tears, an event that was reported
widely in the media. |

The company was giving the impres-
sion that it was trying to hide so as not
to face the public and the media pressure.
Since there was not any other reaction from
its side, public opinion viewed Sfinias and
the company as completely responsible for
the “unexpected” tragedy.

The Charges

The charges for the accident were
imputed to:

» Members of the crew, and especially
the captain, the lieutenant and the trainee
captain, for being delinquent in their
duty.

» MFD, as the ship owner company, for
some important faults and defaults con-
cerning some mechanical parts of the ship.

 Greek Authorities, for having favored
the company, disregarding the conditions
of competition, and for not responding
properly and etfectively after the acci-
dent. |

~ Crisis Evolution

> very bad,

ing things much

¢ dramatic. _ I_— l l

he way the ship T e : : =

- raised a lot of CI‘IS%S_ — Inggermg " CI‘ISI?
tions. The fac- Preconditions Event Expansmn

that resulted to
accident were a
s of human mistakes and mechanical
lems. The final report of the tragedy

82 dead people.

MFD’s Response

he company responded to the accident

completely inadequate manner and
ed that it was completely unprepared
handling a crisis of this magnitude.
¢ was not a formal organizational
onse except for some poor announce-
ts and a few interviews of its manag-
lirector, Pantelis Sfinias. In one of his
views, Sfinias appeared very sad. He
ogized for the accident on behalf of
ompany and claimed the ship was 1n
I condition, with no safety problems
that everything about it was according
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nal organization was irrelative to its
growth. MFD had not developed any con-
tingency or a crisis management plan.
In addition, the company’s connections
with some governmental officers were
also having indirect — but completely neg-
ative consequences — on the quality level
of the service process, a fact that has
been indisputably confirmed by the acci-
dent of Express Samina. The connections
resulted 1n a favored treatment and loose
control of company’s ships by the state
authorities. In other words, there was a
lack of planning and surveillance 1n safety
1SSues.

The fallacy of size, combined with the
dominating, arrogant profile that MFD had
acquired resulted in some serious prob-
lems in the service provision process. One
of these serious problems was that safety
rules were put aside.

The triggering event was obviously the
shipwreck. It was an unexpected event
with many victims. The factors that lead
to the trigger event can be summarized as
follows:

 The company’s policy to continue
operating the old ship in order to increase
profits, 1gnoring the ship’s real capabili-
ties. The ship had dangerous incidents 1n
the past (in the years
1986 and 1994).

* The role of the
Greek government in
the regulation of the

The Evolution Of Crisis
For MFD

The crisis preconditions were devel-
oped through time for MFD. First of all,
the fact that MFD was the leading com-
pany in the sector, made 1t face some of
the faulty rationalizations that could seri-
ously harm any organization and its envi-
ronment like the fallacy of size and the
fallacy of excellence, in particular. The
managing capabilities of Pantelis Sfinias
resulted in the growth of a strong belief
that MFD was the one and only shipping
company in the market. All these beliefs
led to an increased arrogance profile of the
company.

The facts proved the company’s inter-

coastal shipping
— sector that allowed a

> Crisis
_ number of mergers
Resolution and acquisitions that

resulted 1n an over-
sized MFD, the com-
pany that dominated the industry.

» The irresponsibility exhibited by the
ship officers and especially the lieutenant,
who was not at his position during the cru-
cial time period.

Soon after the incident, crisis expan-
sion was a reality. The company found
itself in a very difficult crisis situation.
Public opinion was completely against
it, holding the company responsible
for the death of 82 innocent people.
Sfinias was seen as the most respon-
sible person in MFD and was strongly
criticized by the company’s sharehold-
ers. The Greek justice prosecuted him
as directly responsible for the accident
together with the ship’s officers and
other managers of the company. All this
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pressure was extremely hard and forced
him to commit suicide on Nov. 29, 2000
by jumping from his sixth floor office.
The whole situation was loaded emo-
tionally by Sfinias’ suicide, an event that
had further political and social conse-
quences 1n Greece.

The company was prosecuted by the
district attorney with the charge of human
lives exposure to danger, given that 82
lives were lost in the shipwreck. This pros-
ecution was directly related to the several
accusations concerning the old age and
the mmcomplete maintenance of the ship.
The captain, the lieutenant and the trainee
captain were prosecuted with the same
charges.

A lot of people that had been harmed
by the shipwreck (victims’ relatives, res-
cued passengers and some crewmembers)
sued MFD, asking for large sums as com-
pensations. The cases have not been tried
yet but some experts estimate that MFD
will be asked to pay a lot of money for
compensation. These estimations also con-
sider that this will be very difficult for the
company.

A major negative consequence of the

shipwreck was that MFD drew away from
the prospect of entering the Athens Stock
Exchange (ASE). The shipwreck and the
negative perceptions developed for the
company fended it away from this pros-
pect.

The crisis resolution stage is probably
going to last for a long time. There 1s a
long delay observed in the investigation
process, which has given the impression
to the public opinion that the company,
together with governmental agents tries to
encurtain the whole case. The return to the
pre-crisis conditions will be a very diffi-
cult task for MFD.

Stakeholders’ Reactions

The shipwreck brought up a patho-
genesis of the entire Greek coastal
shipping sector. An extensive strong
argument has begun concerning the cab-
otage regime and the sector’s overall sit-
uation. Besides, a public discussion with
strong argumentation started about the
safety level of the Greek ships and the

degree to which national regulation of

the industry 1s in accordance to EU’s
regulations.

www.lymanbros.com
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The government faced a very difficult
situation as a result of the shipwreck.
The opposition parties started an inten-
sive blaming effort, accusing the Minis-
try of Merchant Marine for doing nothing
during the past years to prevent MFD’s
monopoly of the coastal shipping sector.
The 1ssue of Express Samina reached the
European Union Commission. The per-
ception formed was that the Greek coastal
shipping 1s not safe any more and the gen-
eral director of the commission respon-
sible for transportation sent a letter to
the Greek Minister of Merchant Marine
asking for clarifications about the ship-
wreck.

Government reaction toward the event
was to energize the responsible author-
ities to start the necessary investigation
process 1n order to discover those respon-
sible for the accident and punish them.
In addition, 1t ordered all coastal ship-
ping companies to submit special reports
to prove that all their ships are safe and
capable to offer the necessary services
without problems and according to the
community’s legislation. Moreover, the
Competition Committee started an inves-

T R R S e e e e N e, ™ T, M N e T )



tigation to find out if MFD had broken
the competition laws through its growth
during last years. The committee pro-
posed a fine up to €11 million for MFD,
which 1s considered to be very low, rein-
forcing the common beliefs for compa-
ny’s favorable treatment.

Greek public opinion faced one of the
most serious transportation accidents ever
in 1ts history. The reactions were com-
pletely against the company 1nvolved as
well as against the government.

The media played a very important
role in the whole situation showing that
a company going through a crisis sit-
uation must have a very active role 1n
communicating with the public. In some
way, the company involved must lead
the media to the communication process.
In the case at hand, the media accused
directly MFD as the main responsible for
the disaster.

MFD’s Mistakes

Although the company promoted itself
as the leader of the sector with high pros-
pects for the future, 1t did not even have
a basic contingency plan. The accident
found 1t descended 1n the dominator’s
certainty. This belief, combined with the
government’s favorable treatment, com-
pletely 1nactivated some basic organi-
zational structural mechanisms such as
environment’s monitoring and organiza-
tional readiness mechanisms. It can be

supported that this absence of contingency

planning magnified the consequences of
the very serious accident of Express
Samina.

There was not a crisis management
team (CMT) to deal with the situation,
a fact that was due to the complete lack
of contingency planning. There was not a
team of people to evaluate the crisis con-
ditions and to propose particular actions
that would give the company the opportu-
nity to inform the public opinion instead of
‘hiding from the media, since their people
didn’t know what to say about the acci-
dent.

There was not a quick and decisive reac-
tion after the accident happened, which
implies that MFD neglected one of the
fundamental rules of effective crisis man-
agement. Although the company had a
remarkable promotion image, it proved to
be totally detached from the media. The
only ones that appeared were 1ts manag-
ing director Sfinias and Klironomos. Both
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of them tried to refuse company’s respon-
sibilities 1mputing the total situation to
human errors of the crew. This was an
obvious mistake.

As far as the recovery 1ssue and the vic-
tims’ compensations are concerned, MFD
has done nothing special to support its
business ethics umage until today. It waits
for the results of the investigation pro-
cess, which 1s going on very slowly giving
the 1mpression that there 1s an intended
attempt to close the case with minimal
consequences for both the company and
the government. In addition, the lawsuits
of the victims’ relatives and the others that
have suffered from the accident are still
unsettled.

MFD does whatever 1s possible to bury
the past and to be rejuvenated again. But
what is certainly sure 1s that it has to try
very hard to gain public trust back.

Conclusions & Managerial
Implications

The present case study has supported
the importance of crisis management plan-
ning in organizations operating in sectors
that include high danger, such as people
transportation companies. For these orga-
nizations, when an accident happens, it can
become a trigger event for a major crisis.
During this crisis the most likely phenom-
enon 1s that all organization’s stakehold-
ers are against 1t and the public pressure 1s
generally high. These conditions can bring
the organization in a very difficult posi-
tion.

Effective management of a crisis can
depend on several factors. Large organiza-
tions should develop and maintain a crisis
management team. Members of the team
should represent all divisions of the orga-
nization and possess idividual crisis man-
agement skills. These individuals should
be taught specific duties to fulfill in the
event of a crisis.

The organization’s presentation in the
media right after the trigger event 1s
considered as a determinant for the
crisis recovery effort. The spokesperson
must be a high-ranking official who can
convey trustworthiness and have com-
municative skills. An official spokesper-
son would benefit the organization by
limiting the possibility of conflicting sto-
ries and views being attributed to the
company.

An ongoing process of fostering healthy
relations with the media is essential. In

time of a crisis, it 1s essential to have estab-
lished a relationship of trust with those
who will be asking questions and seeking
information.

The immediacy of crisis communica-
tions heightens the immediacy of the crisis
and sometimes the communication itself
becomes the news it is intended to cover. If
the media can communicate the news the
moment it happens, crisis communications
dictate that a company must be prepared
to respond almost as fast. The nability to
communicate the message and the compa-
ny’s explanation for the accident skillfully
can prove fatal.

A very serious 1ssue 1n such accidents
1s the compensation for damages. Every
crisis creates victims who suffer health
or material losses. In the Express Samina
case there have been 82 passengers dead
along with severe health and maternal
losses. The victims and their families
need to be compensated adequately and
speedily. It 1s a common phenomenon that
litigation over liability delays compensa-
tion unreasonably. There are other ship-
wreck cases in Greece, which have not
been settled after almost five years since
they occurred.

Payment of compensation can be
rationalized in several ways. First, even
before liability 1ssues are settled, the
company should be willing to pay for
some expenses, such as medical treatment,
psychological support, accommodations,
emergency equipment and personnel, and
inquiries into the incident. This should be
done both as humanitarian gestures and as
a way to set a tone of social responsibil-
ity. The amount of money spent on such
immediate relief efforts 1s relatively small
and can be treated as interim payment to
victims.
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