RADDAL

Crisis management in the age of
extreme uncertainty

Reddal Insights — 11 August 2020
Giao Le

It is still too early to say who is right and wrong in the aftermath of
COVID-19, but the pandemic provides a unique opportunity to analyze
the dynamics that influence how nations respond to a common threat.
In this article, we provide an in-depth analysis of how Vietham handled
the first wave of the pandemic and propose a framework for business
leaders to draft a crisis response and enhance their organization’s
resilience in a crisis.

Executive Summary

Problem Why it happens? Why it happens?

COVID-19 has put many countries under Why nations respond very differently to There are patterns in national responses
unprecedented crisis and pressured crisis can be explained with Jared to crises that business leaders can learn
national leaders to make decisions under Diamond’s 12-factor framework. [1] from to manage corporate crises. Though
extreme uncertainty and empirical data Vietnam’s reactions can be attributed to crises tend to be unexpected and involve
scarcity. Vietnamese leaders, in contrast an early acknowledgement of crisis and lots of uncertainty, there are aspects that
with those of other countries, have ultra-realistic self-appraisals of the public are still in leaders’ control that can
responded drastically and decisively health capacity supported by other positively influence the outcome.

despite a lower number of cases and lack preconditions such as experience with However, corporate leaders may need to
of information in the early stage. previous crisis and national values. make extra efforts in regularly

strengthening the preconditions to
increase their company'’s resilience and
readiness to overcome crisis.

At the time of writing, Vietnam is entering the second wave of the pandemic after new local
community transmission cases were detected again on 25 July 2020 after more than three
months free of local cases. It remains to be seen how Vietnam will come out of the second
phase as the number of confirmed cases has risen steeply to 652 on 3 August from just 417 a
week ago.;2; However, the story of how Vietnam responded and managed to contain the first
wave of the pandemic brings forth interesting lessons on crisis management for business



leaders, especially when analyzed in contrast with other countries. The wide spread of the
pandemic is unfortunate but provides such a unique opportunity to analyze how countries
respond to the same crisis in varying ways.

To understand the dynamics behind these different choices, Jared Diamond (2019)’s list of
twelve factors that influence the approach and outcomes of national crises in his latest book
Upheaval: Turning Points for Nations in Crisis provides a useful analytical framework. As Jared
Diamond attempted to extend the understanding of how nations respond to crisis from the
literature of individual crisis management, we posit that many of the lessons learned here
can be applied to corporate crisis management with some modifications.

How nations respond to crisis is influenced by both historical and contemporary
factors - some of which are more controllable than others

Before deep-diving into Vietnam’s COVID-19 case, let us first briefly understand Jared
Diamond’s national crisis response mechanism. In addition, we propose some modifications
to the framework to allow more structured retrospective analysis and for it to be a more
useful tool to draw strategies for ongoing crises.

The central thesis of Jared Diamond’s book is that there are parallel dynamics that can be
drawn from the wealth of literature on personal crisis to understand how nations overcome
national crises - both those that occur abruptly as well as those that unfold gradually. He
proposed twelve factors that dictate how a nation responds and ultimately emerges from
national crises, which usually involve a set of choices that result in a different post-crisis
status quo than the pre-crisis one. Some of these factors have a more straightforward parallel
between individual and national crisis response mechanisms whereas some factors require
some adjustments or are only applicable in the national context.

Factors related to outcomes Explanations
1. Mational consensus that one's nation is  Mations, as individuals, acknowledge or deny being in crisis nations require some degree of national
in crisis consensus o do so

2. Acceptance of national responsibility to Nations accept responsibility to take action to solve the problem or else deny responsibility by self-

do something pity, blaming others and assuming the role of victims
3. Building a fence, to delineate the Mations make selecfive changes in their institutions and policies by “building a fence”, to separate
national problems needed to be solved between those requiring change and those to presarve

4. Getting material and financial help from  Mations may receive material or financial help from other nations and individuals to overcome crisis

other nations
5. Using other nations as models of how to  Mations may model their institutions and policies to overcome crisis after others

solve the problems

G. Mational identity Mations have unique characteristics that contribute to national pride which increases their resilience
in overcoming crisis

7. Honest national self-appraisal Mations, like individuals, might not take a fully realistic appraisal of the circumstances of the
situation one is in

8. Historical experience of pervious Mations hawve historical experiences of how they overcame past crises that may be helpful in

national crises designing the solutions for the current ane

9. Dealing with national failure Mations differ in how they deal with failures and in their willingness to explore other solutions after
initial attempts fail

10. Situation-specific national flexibility This factor reflects the degree to which a nation has a firm set of principles that can be adhered fo

regardless of situations (rigidity) wersus being flexible depending on the situations

11. National core values Mations have core values, some of which overlap with individual core values such as honesty,
ambition, and religion that characterize their responses and solufions to a crisis

12. Freedom from geopelitical constraints  Mations experience varying degree of limitations in designing their solutions due to geography,
wealth, and military/political power

Figure 1 - A simplified explanation of the twelve-factors influencing national crisis outcomes [11.
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The list of the twelve factors above is re-produced and simplified from Jared Diamond’s
(2019) original proposal, which can be further categorized to provide more structure and
make it more as a live tool to design crisis response strategy. Although Jared Diamond
already pointed out how these factors differ in terms of how closely related these are to
individual crisis coping mechanism, we think that there are at least two other dimensions that
differentiate these factors.

Firstly, some of these factors are historical which come as an endowment that accumulates
over time or events that happened in the past. For these factors, or “preconditions”, such as
national identity, core values, historical experiences, and attitude toward failure,
contemporary leaders do not have much influence but can only be aware and learn to
leverage those that are conducive to their crisis response strategy.

Secondly, for contemporary factors that are situation-specific, we can further divide them
into those that are more in control of current national leaders such as creating a national
consensus, taking responsibility, realistic assessment of current situations, and drafting a
response strategy by segregating the problems that need to be solved. Besides these
subjective factors, there are other ones that can only partially influenced by insiders as they
require or depend on interactions with other nations such as getting help, having a model to
take after, geopolitical constraints, and degrees of flexibility to take actions.

Historical factors that cannot be Contemporary factors that can be Contemporary factors that can only be
influenced influenced partially infiuenced
Subjective factors affecting Objective factors affecting
= National identity « National consensus that one's nation is in + Getting material and financial help from
« Mational core values crisis other nations
« Historical experience of previous * Acceptance of national responsibility to +* Using other nations as models of how
national crises do something to solve the problems
= Dealing with national failure « Honest national self-appraisal * Freedom from geopolitical constraints
» Building a fence, to delineate the national » Situation-specific national flexibility

problems needing to be solved

Figure 2 - National crisis management framework - Adapted from Jared Diamond (2019) [11.

We believe that categorizing these factors into different categories with varying degrees of
controllability can shed more light on the determining factors when analyzing a case
retrospectively as well as serve as a framework to determine which factors that are at
disposal for leaders to draft a response strategy in an ongoing crisis.

Vietnam selected as one of the few emerging success stories due to impressive
detection and containment results

Based on available data on COVID-19 collected by Our World in Data database, experts at the
Exemplars in Global Health (EGH) platform has selected Vietham as one of the emerging
COVID-19 success stories, alongside with South Korea and Germany.[31 Despite the data set
being constantly updated, incomplete or incomparable, experts try to unify the criteria used
to identify these success cases by leveraging seven indicators across three dimensions:
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detection, containment, and treatment.

m

Mumber of tests per capita Mumber of cases per capita Case fatality rate
Number of tests per confirmed case Cases doubling time
Mumber of tests per confirmed death Deaths doubling time

Commaon criteria: countries with populations greater than 5 million, with at least 21 days since 100" confirmed case and high quality

data on testing, cases and deaths

Figure 3 - Methodology used to select emerging COVID-19 success stories (EGH) (3).

Based on the above criteria, Vietnam stands out, even among the success cases, especially
in the detection and containment dimension with zero death at the time of analysis (end of
June) although the number of fatality has increased to 8 as of 6 August as the second wave
hits the country. In terms of detection, due to limited infrastructure, instead of mass testing
as in South Korea, Vietham implemented a targeted testing strategy for people who come in
direct or indirect contact with every single case confirmed. This explains Vietnam’s significant
high number of tests per confirmed case, at 967 tests per confirmed case as of 29 April 2020,
compared to 60 in South Korea and 19 in Germany in around the same period. This targeted
testing strategy is only possible thanks to a blanket approach to contact tracing, tracking to
the third degree of contact (F1-F3) to the original case (F0). After being identified, these
cases are sorted, tested, then placed in different quarantine policies ranging from
institutionalized isolation (F1) to self-isolation under local supervision (F2-F3). (4]

Centrally quarantined in hospitals M scif-quarantined in place of residence

Centrally quarantined in other facilities

At the height of the first wave, maore The number of people under Lok
than 85k were placed in quarantined guarantine surged again after re-
with more than 45k in government emergence of locally transmitted
centrally managed facilities. cases in Da Nang an 25 July.
75291 ..:f-f:-"""; __"—"‘:a

g5 27167 272

51 069 92 428 Mumber of people in centrally managed facilities
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Figure 4 - Number of people in different quarantine schemes (Vietnam Ministry of Health) (1.

Due to this systematic testing and quarantine procedure, there are at least 5 000 to 10 000
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people in centralized quarantine facilities at any point in time, which even went up to nearly
50 000 at the height of the first wave in mid-April. As a result, the number of cases is
extremely low, under 400 with no new locally transmitted case detected for three months up
until late July when new local cases re-emerged again. This achievement is extraordinary for
a country of more than 90 million, with proximity and close trade ties with China.

Both historical and contemporary factors play a role in Vietham’s success in
containing COVID-19

For achieving these results, the Viethamese government can be credited for its swift,
decisive, and expansive containment actions, including mobility restrictions, community
mitigation, and surveillance in the very early stages when the number of cases was still well
under 50. [41In our opinion, this is possible due to two determining factors: the ability of the
government to consistently create a national consensus and an ultra-realistic assessment of
its public healthcare capabilities. In addition to these two contemporary and subjective
factors, there are favorable historical factors such as previous experience with similar
outbreaks and national pride as well as objective factors such as help and models from other
nations that contribute to the success.

Mew local community
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700 - re-emerged
600 -
Mo local case reported. All new cases
500 4 are from overseas and quarantined
Some lecal clusters in high- upon arrival
400 1 density areas appeared [ L
First 16 cases, all with 1.
200 | travel history from China [ \
I . 1
200 -
100 -
1
0&910_0_0_0,9’42515420010211090102053

20- 27- 3 10- 17- 24- 2- 9- 16- 23- 30- 6- 13- 20- 27- 4- 11- 18- 25- 1- 8- 15- 22- 29- G- 13- 20- 27- 3-
Jan Jan Feb Feb Feb Feb Mar Mar Mar Mar Mar Apr Apr Apr Apr May May May May Jun Jun Jun Jun Jun Jul Jul Jul Jul Aug

= Visa issuance for = Bars, cinemas, = Mational lock down = Schools start to  + E-visa resumed = Social distancing
Chinese tourist massage parlours begins on 1 April and be re-opened for nationals of resumed for new
suspended closed lasts until 22 April but with added safety 80 countries local clusters (Da
* Schools closed + Masks officially schools main closed procedures Mang)
* Mandatory testing and mandated in public * Masks in public continue
14-day quarantine * Borders officially to be mandatory
policy for incoming closed to all + Gatherings of more than

passengers enacted inter

still prohibited

|gure5 - Timeline of policies enacted in Vietnam (Our World mData, Reddal analysis) (41 15].

The fact that Vietham closed all schools and enacted a mandatory 14-day quarantine for
incoming passengers in government-run facilities on 30-31 January 2020 when the number of
confirmed cases was just five - all are imported cases with travel histories from China -
shows how much political will the Vietnamese government had in containing the infection
before it went out of hand. To put things into perspective, most countries closed schools
when the number of confirmed cases was at least 300. (6] Finland closed schools on 16 March
when the number of cases were 272 (71, South Korea selectively at 500 (sjand Germany at
3000 [91. While a mandatory 14-day quarantine policy for incoming travelers is still in effect,
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schools were re-opened on 4 May after three months when the number of confirmed cases
stabilized at under 300. Given that both school closure and centrally managed quarantine
policies are two of the most disruptive and controversial social distancing interventions,
being able to maintain these measures given such a low number of cases demonstrated a
high level of national consensus.

Some might disregard this achievement as an obvious consequence of the one-party political
environment, which is used to receiving and executing orders rather than achieving
consensus. However, a survey in late March found that 62% of people approved the level of
intervention of the government, higher than any other 45 countries surveyed by the same
public opinion research firm. (10] The government was able to achieve this through a
concerted effort in communications through multiple channels with repetitive, consistent, and
sometimes creative messages.

In addition to national consensus, another factor that enables the country leaders to enact
such a disruptive intervention so early is an extremely realistic appraisal of the country’s
public healthcare infrastructure. This honest appraisal is more interesting, considering that if
we look at official numbers, Vietham has one of the best ratios of hospital beds per 1 000
capita in the region.[11) However, local healthcare experts and country leaders know very well
that current utilization is extremely unevenly distributed with centrally managed hospitals
experiencing the worst overload due to low trust in the quality of lower-level local healthcare
facilities. Knowing the importance of intensive care units (ICU) in treating the most severe
COVID-19 patients, which are most available in already heavily overloaded centrally
managed hospitals, it is understandable why Vietnamese leaders had to react in such a
decisive way when the number of confirmed cases is still very low. This is one of the
occasions when it is much better safe than sorry.

Vietnam
Singapore
Thailand
Malaysia
Laos
Indonesia

Cambodia

Figure 6 - Number of hospital beds per 1 000 patients in latest year available (World Bank)(111.
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At the same time, there are other favorable historical and external factors that contribute to
the effectiveness of the measures taken in Vietnam. For example, Vietnam was the first
country to declare herself SARS-free in 2003. Such success in the past gave Vietnamese
healthcare experts both the experience and confidence in making important
recommendations to public policies when empirical data was still scarce and WHO
recommendations were inconclusive. However, that past success was not achieved without a
price as except for the index patient, all deaths during SARS 2003-2004 in Vietnam were
healthcare professionals. Such a failure in protecting healthcare professionals during an
infectious disease outbreak has led to significant investment to improve hospital infection
control in the past decade.[4]

In addition, Vietnam also benefited from being one of the focus countries in close partnership
with the US Center for Disease Control and Prevention (CDC). CDC experts have been
providing the Viethamese public healthcare system with technical assistance to strengthen
its laboratories, surveillance, and workforce capacity to respond to infectious disease
outbreaks since 1998. Together with WHO, CDC experts have helped Vietnam to set up a
network of emergency operations centers with “disease detectives” to run exercises and
trainings for key government stakeholders in case of outbreaks.(12) The accumulation of
experience and preparedness culminated into the level of readiness of the Viethamese public
health systems to accommodate the requirements of the ongoing crisis.

Furthermore, Vietnam'’s turbulent history has boosted the people’s solidarity especially under
hardship and built a nationwide culture of accepting self-containment measures in times of
difficulty. To this end, Vietnamese leaders have leveraged this well by consistently comparing
the efforts to contain COVID-19 to a battle against invading enemies - a narrative very
commonly known to generations of Viethamese during and since the Vietnam war.

Unlike nations, corporate leaders need to consciously cultivate some of the pre-
conditions for crisis readiness

As we have seen, individual crisis coping mechanism can be very well applied to understand
and inform how nations can successfully emerge from a national crisis with some
modifications. In the same manner, we believe that the same framework can be used as a
tool for corporate leaders to assess the levers they have at their disposal to draft a corporate
crisis response strategy.

However, while many of the contemporary factors are similar between national and corporate
crises, we think that many of the preconditions which can be taken for granted for nations
have to be consciously cultivated in the business environment. For example, factors such as
national identity and core values might be more naturally ingrained among citizens than
corporate identity and values among employees. Furthermore, in lieu of history lessons that
institutionalize lessons learnt from previous crises and failures into the common
consciousness of a society, corporate leaders need to be proactive in coordinating,
distributing, and implementing lessons learnt from past and current upheavals in the
companies’ operations to benefit from the same level of crisis preparedness. This is easier
said than done as it is often very tempting for executives and middle managers to focus on
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executing current strategy rather than paying sufficient attention to prepare the company for
crisis when the times are good.

If there is one important lesson learned to take away from the Vietham COVID-19 story in the
first wave, it is that preparing for a crisis started way before the very first case was
confirmed.
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