
Contingency planning is a complicated business. 

The first part of contingency planning is to 

identifying threats to the firm and estimating 

what the impact on the firm might be if these 

threats were to happen. There are of course 

costs involved in trying to examine possible 

threats and estimating their impact. This will 

take management time, and cost money, but 

there is an immediate advantage. The contin-

gency planning process identifies weak points 

in any business, weak points that can be im-

proved, made more resilient. What if there is 

only one supplier of a major component? What 

if supplies are disrupted? Once threats and 

weak points are identified, the firm cam take 
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A contingency plan is a plan of action to be 

followed in the event of an emergency or 

disaster occurring, which threatens to de-

stroy or disrupt in a major way the contin-

ued operation of normal business activities. 

The plan should restore to normal or as 

near to normal as possible, the firms day to 

day functioning. All done within the fastest 

possible time scale, 

 

There are many recent examples of major 

events affecting firms capability of oper-

ating normally. These have varied from ter-

rorist atrocities, natural disasters or ex-

treme climate events, to failures of opera-

tional control. 

 

A well run business will have plans in place 

to deal with the unexpected, reduce it’s 

impact and get back to normal as soon as pos-

sible. 

 

The recent horse meat scandal that affected 

a number of supermarkets had potentially se-

rious consequences for the businesses con-

cerned. Tesco responded with full page ads in 

national newspapers (see right). This re-

sponse seems to have been effective. Apolo-

gising to customers, and being straightfor-

ward and honest, could quite possibly have 

been part of a Tesco contingency plan to be 

put into action should there be a major fail-

ure of food quality. 
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action to reduce the risk from these threats. 

For example creating back-up software sys-

tems, finding alternative suppliers, or substi-

tute office space. Just be doing these things 

makes the business more robust, more effec-

tive, even without the impact of disasters oc-

curring.  

 

The strategy for recovery needs to be 

tested and practised. Someone has to be in 

charge of the contingency plan. In large busi-

nesses there might be several people co-

ordinating the plan within different depart-

ments or divisions—so again a cost in training 

and man hours. But having someone to take 

control, to make sure that there is no panic, 

that efficient and timely action is taken, 

could be worth everything. 

 

The plan has also to kept up to date, re-

viewed in light of changing circumstances.  

These could be internal or external changes. 

The firm may introduce new products, or 

start operating in different markets. Exter-

nal threats will evolve and change. 

 

A good contingency plan can make the differ-

ence between survival and failure, between 

protection of brand or destruction of brand 

value. It is an insurance policy, that is worth 

investing in. Even small firms should have 

back up plans in place. It can be as simple as.

—’the van has broken down, do I have a con-

tact number on my phone for van hire?’  

 

So contingency planning is of course complex 

for big firms, but likely to be worth it, and 

for small firms simply identifying weak points 

in the production/service chain, can have a 

real impact on operations and customer satis-

faction. 
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