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A Role of Alliance Manager
— A Consideration about Alliance Manager for Creating Shared Value —
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ABSTRACT

In a world undergoing rapid change, a Strategic Alliance is getting important for a

company to gain competitive advantage. Some previous researches mention about

importance of understanding about “Alliance Manager”, however, only few studies that
have been done and it has still limited. Also, the research about “Alliance Manager” for
CSV (Creating Shared Value) is under the same situation.

This article has the goal to find what a role of “Alliance Manager” is. This article
explores a hypothesis about the role/feature of “Alliance Manager” aimed at sustainable

CSV by comparing among 4 Alliance case studies.
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A Study of Career Changers in a Major Manufacturing Industry in Japan

: From the Perspective of Management Philosophy, Organizational Culture and Organizational Commitment
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Miyagi University, School of Project Design
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Nobutoshi Kinumura

ABSTRACT

This study aims to define the features of career changers in a major manufacturing

industry in Japan, through the study of their consciousness relating to management

philosophy, organizational culture and organizational commitment.

To investigate these features, a questionnaire was conducted among the career

changers, namely the office workers, in a major manufacturing industry in Japan.

The findings are: 1) the career changers have a relatively low consciousness to support

organizational culture at corporate-level and department-level; 2) the career changers

have diverse consciousnesses relating to management philosophy; 3) the career

changers have diverse consciousnesses relating to innovative organizational culture; 4)

the career changers have diverse consciousnesses relating to affective commitment.
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Kaichi Kawakami’s Management Philosophy (Manager’s Philosophy):
The Source and Impact of his Philosophy
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ABSTRACT

This study clarifies the management philosophy (manager’s philosophy) of Kaichi
Kawakami, former president of Nippon Gakki Co. Ltd., and examines its source,
content, and impact.

Upon graduating from university, Kaichi Kawakami presented a management philosophy
called the “Six Commandments.” The source of these commandments were Christian
teachings (religious background), a patriotic desire to contribute to the nation
(economics/management thought), and his experiences up to that point.

After World War II, Kawakami authored a book, Business and Management. Not only did
the management philosophy in this book become the basis of “corporate philosophy,”
but also influenced managers across Japan, through its “philosophy of service.”
Traditional economic/management thought had centered on the nation; however,
perhaps for the first time, the phrase “management philosophy” shifted this focus to the
manager.
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Recent Debate on the “Purpose of a Company” in the United Kingdom

and the United States and its Implications for Japan
—Do Companies Exist for the Sake of Shareholders or Stakeholders? —

FIERARE ER<A YA Y MR 70y T4 7 « kv X2 — KRR $* "E -
Aoyama Gakuin International Management Frontier Research Center Junichi Hayashi
ABSTRACT

Against the backdrop of widening income and asset disparities and rising interest in
climate change, discussions on the “purpose of the company” are intensifying mainly
in the UK and the US. In these countries, the shareholder primacy approach is being
reassessed, with a focus on stakeholders. On the other hand, in Japan, it seems that
traditional large corporations are weakening their traditional stakeholder-oriented
attitude and moving toward the aforementioned approach, backed by an increase
in the shareholding ratio of foreign institutional investors and governance reform of
“Abenomics.” How should we capture such seemingly contradictory movements?
This study summarises the discussions in the UK and the US, clarifies the points of
discussion, and presents suggestions for Japan.
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Supervisors’ Ethical Leadership and Employees” Meaningful Work:
From the Perspective of Individuals
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Graduate School of Business and Commerce, Keio University Junko Motohashi

ABSTRACT

In this study, I argue that ethics management contributes to making employees’ work
more meaningful. Reviewing previous studies, I focus on the role of supervisors in
Japanese organizations to propose several hypotheses about the effect of employees’
ethical orientation and their supervisors’ ethical leadership on employees’ meaningful
work compared with their job satisfaction. To verify the hypotheses, I conducted two
empirical questionnaire surveys and obtained data comprising (1) 2,060 valid responses
from Japanese employees via an Internet survey, and (2) 796 valid responses from
the employees of a Japanese manufacturing organization through an intranet survey.
The results of multiple regression analysis demonstrate that although supervisors’
ethical leadership has a positive effect both on employees’ meaningful work and job
satisfaction, employees’ ethical orientation has a stronger effect than supervisors’ ethical
leadership on employees’ meaningful work. I also discuss the role of supervisors in the
context of ethics management.
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ABSTRACT

In finance research, the cost of capital is widely recognized as the weighted average

cost of equity and the cost of debt. The former cost of equity capital is the rate of

return required by capital stock investors and is an important concept. Recently,

empirical studies on ESG factors and cost of equity capital have also been seen.

However, as far as the authors know, an empirical analysis of the cost of equity capital

of SRI fund-adopted stocks has not yet been conducted. In this paper, the authors

analyzed the cost of equity capital of SRI fund-adopted stocks and other listed stocks.

As a result, it became clear that the companies selected as some SRI fund type have

low cost of equity capital. In addition, the results suggest that ESG investment prefers

companies that work governance and tackle environmental and social issues. This point

is considered to be the contribution of this paper.
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A Study of Non Market Strategies of Japanese Companies in China
Based on Management’s Justification

vatikeneen s 2 B O

Ritsumeikan University Ryu Keikoh

ABSTRACT

In an effort to maintain a balance between sustainable economic growth, environmental
protection, and social stability, China today has developed a political ideology based on
prioritizing the solution of social problems rather than focusing solely on pure economic
growth.

Chinese society has been emphasizing economic growth in the process of nation-
building, and the need to address the social problems that have arisen from this
emphasis has become self-evident, marking an important turning point in Chinese
society. It is essential that Japanese companies operating in China understand these
policies in order to gain an advantage in the Chinese market. And while there is
no doubt that the rapid changes caused by the above-mentioned ideological shift
in Chinese society are risky events for Japanese companies, they also provide an
opportunity for Japanese companies to further grow and build a better corporate image
in the Chinese market.

In this chapter, therefore, we show that under these circumstances, the strategic
challenge for Japanese companies entering the Chinese market is not only to secure
economic competitiveness, but also to contribute to society for environmental
protection and stable social development. To this end, we will examine the actual social
contribution activities of Japanese companies in the Chinese market and compare
them with those of European and American companies, and identify the problems and
challenges for them in the future. Regarding research on Japanese companies in the
Chinese market from the perspective of promoting non market strategies, there has
been little comparative analysis linking social contribution and the realization of China’s
“Harmonious Society” (Socialist Harmonious Society), and this empirical research is
one of the few studies that have been conducted.
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Ethical Consumption and Price Responsiveness:
Quantitative Analysis of the Utility of CSR Based on University Students’ Purchase Intention

Tohoku University

T R R &

Du, Yu-Xuan

ABSTRACT

In recent years, as an important “Soft Law” for the sustainable development of a

company, Corporate Social Responsibility (CSR) has received widespread attention and

has become an important indicator for stakeholders to evaluate the company. How to

interact consumers’ responses with CSR is a vital topic. Focusing on the automotive

and retail industries, the author clarified the positive and negative effects of the prices

of corporate products on the purchase intention of university students through a survey

regarding the attitudes of undergraduate students who study business administration

at Tohoku University toward numerous CSR activities of companies. The data shows

that the price is a critical moderator in university students’ purchase intention to CSR

initiatives. The scales of the price premium acceptable by consumers on six dimensions

of CSR and two industries are varied. This study provides more accurate information

about the differences between university students’ purchase intention in structured

CSR activities, which will help companies make effective strategic decisions and even

enlighten the awareness of ethical consumption in the young consumer group in the

future.
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Responsible Investment, SRI)
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Decomposition of Male-Female Wage Gap
— A Preliminary Study for the Comparison in the Asia Pacific Region—
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Kaichi International University, Professor Hiroko Koike

ABSTRACT

In this paper, the male-female wage gap in the Asia Pacific Region was decomposed
into endowments and discrimination components by Blinder-Oaxaca model. The results
suggest that, although Japan's ratio of female wage relative to male is the second-lowest
among ten countries if the male-female gap in the endowments resolves, it pushes up
Japan's position the fourth highest.
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AT 2 0.026 0.163 T 0.170 0.343 T 0.013 0.140 0.116 0.007 0.066_* 0.167
A 37 225 212 i 218 193 436 219 1540 737 204
EEH:A 0.087 0.114 0.019 0.097 0.130 0.030 0.125 0.063 0117 0.324 0.120
R
1) 87, Bm, BRI 12) 113p<0.10, #Lp<0.05, #kEp<0.01, #+kiLp<0.001% %7
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Motohiko Choji

ABSTRACT

The environment of whistleblowing in Japan is changing and the importance of it

increasing. Top discuss the issue, this article reviews empirical studies in Japan but

finds a lack of links between the studies. It recommends an interdisciplinary approach

to the research and suggests applying a management control system as part of a

package of anti-fraud mechanisms that includes corporate governance, internal controls,

and compliance programs.
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Ethics related control mechanisms linked to management control system component

Components of a MCS

Ethics related control

mechanisms

» Specifying and communicating objectives

+ Code of ethics
« Employee training in
ethics
+ Ethics focused corporate
governance

+ Ethics committee

+ Monitoring performance (feedback/control)

» Whistleblowing channels
« Judiciary board
« Ethics committee

» Motivation by linking reward to performance

+ Ethics focused reward

system
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Analysis of fraud by “teleopathy to recur”
—The possibility of “employee ethics” considered from the prevention measures—

mEkz o chanemenremas O S X 8

Satoshi Hosoya

ABSTRACT

In this paper, we analyze the process of injustice caused by “teleopathy to recur”, which
has not always been sufficiently looked at in the context of business ethics. Specifically,
from the examples of two scandals that have a resulted in recent years, we will confirm
the process by which fraud is carried out without strong pressure by management to
pursue profits. In order to prevent such fraud, it is necessary to explore the ideal way
of “employee ethics” from the viewpoint of “exercise each time” in addition to the
viewpoint of ethical education for management, fostering an organizational culture, and
establishing a compliance system. By taking into account McDowell’s view of virtue
ethics, we think that the possibility of “employee ethics” will be opened up.
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ABSTRACT

In this paper, we examine whether transforming into social enterprise (SE) is
progressing or not, forcusing on international cooperation NPOs in Japan that have
maintained sustainability. In summarizing the discussion so far, we conceptually define
transforming into SE of NPO and present a framework for understanding it. As a
result, Japanese international cooperation NPOs have not progressed to SE, their profit
margins on business revenues are extremely low, and their sociality is guaranteed,
indicating that traditional financing plays a large role.
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NPO V—v %V 2V EZ—754X FRAFFEY 54 EEHD
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Where is the innovation?
—Is management at fault? —
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ABSTRACT

It is common knowledge that the Japanese economy has been in a long-term stagnation
for the past 10 to 20 years. A company that is to continue its past growth must increase
productivity by adding value. Innovation is essential for this.

Protracted economic decline is indicative of impaired management capability. Using
various data showing corporate activities in the Japanese economy since the beginning
of the twenty-first century, I investigate management attitude toward and the decisions
made regarding innovation. I find that less creative innovation is consequent to, among
others, management indecisiveness in taking risks and complacency in promptly
acknowledging the importance of emerging IT or digital technologies.

I conclude that there is a lack of proper incentives for technological innovation in
information and communication technologies. The results highlight the significance of
innovation for companies from the perspective of corporate governance and business
ethics.
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ABSTRACT
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Big companies and organizations sometimes suffer from public crises™’ or even
scandals in different industries. They are typically vulnerable in recognizing and
responding to public crises because of rigid business cultural and complex business
structures. Moreover, they could not learn from past failures inside or outside of their
industries, and similar scenarios happen repeatedly. China, Japan, and South Korea are
recognized as possessing their own long-existing cultures, representing big companies
and organizations from these countries that are more likely to stick to their business
routines while engaging with resilience-needed business problems.

By analyzing the public crisis cases from Toyota, Sanlu, and Samsung Electronics
equipped with Turner and Kayes stage model, as the analytical framework of this paper,
various reasons contributed to blocking big companies and organizations from resilience
are discussed, which are followed by possible remedies for shaping resilient business
strategies.

Keyword

Business Resilience >, Business Crises, Business Failure, Business Ethics, Strategy

1. Introduction

No matter how big companies emphasize
their business transparency and business ethics,
scandals never stopped showing up in the
business world, including in East Asia. Business
is the footstone of the economy; hence, firms
must avoid corporate scandals to escape from

failures and breakdown by looking deep into the

technical details of the mechanism of formation
of business scandals in the dominant economy
entities in the region; China, Japan, and South
Korea.

This paper examines the rise of massive
corporate public scandals of the key business
players in each countries' respective industries

via deploying the Stage Model proposed by
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Turner and Kayes (2015). With offering the
timeline of business scandals of Sanlu, Toyota,
and Samsung, a detailed comparative analysis
focused on the similarities and differences
originated from the views of business strategy,
business resilience, and corporate social
responsibility (CSR). This paper introduces the
relative academic implications and empirical
implications in the later section and highlights
the advantages and disadvantages of the
existing theory and the lessons learned from the

three cases.

2. Previous Literature Review on

Representative Theories
2.1 Turner and Kayes Stage Model

As the analytical framework of this paper,
Turner (1976)® outlines six stages that distinct
the procedures of crises from the perspective
of cultural norms, and Kayes (2015) adds an
additional stage, then forms the Turner and
Kayes stage model as a whole. Details of the
stage model are as follows:

Stage 1. Normal Operating Procedures.
Cultural norms of companies and organizations
are functional at this juncture. These norms
could help avoid business failure by providing
a foundation for setting business goals, such
as policies, business procedures, and business
values.

Stage 2. The Incubation Period. The
most apparent signal that companies and
organizations have stepped into this stage is
that cultural norms could not function as good
as in stage 1. Meanwhile, a series of events
occur due to the previous cultural norms, and

their adverse affection starts to enlarge without

notice from the leadership of companies and
organizations. The old cultural norms are mixed
with dynamic business routines, while both
parties are not compatible. As a result, cultural
norms become difficult to alter and reject to
accept information or evidence which oppose
the legitimacy of them.

Stage 3. Precipitating Events. First event
or events begin to expose. Companies and
organizations can change the old cultural norms
into new ones if the leaders pay attention to
those event(s). Otherwise, companies and
organizations are extremely vulnerable because
of staffs are likely to pick out problems with
existing routines, rather than change cultural
norms by finding other illustrations explaining
things are not going smoothly.

Stage 4. The Onset of Failure. In this stage,
companies and organizations can experience
the 'consequences of the collapse of cultural
precautions’ (Turner 1976, p.381).

Stage 5. Rescue and Salvage. It is another
critical stage that could lead companies and
organizations to start the journey towards
business resilience. In this stage, companies
and organizations are supposed to respond
to business failures immediately. Three
components consist of the method of right-
away response: 'contain the failure, limit its
impact, or begin its recovery' (Kayes 2015, p.
47). Moreover, if companies and organizations
failed to trace the methods above, immediate
breakdown or further crisis could strike them.
Many companies and organizations could only
reach this stage.

Stage 6. Cultural Adjustment. In this stage,

cultural norms are reviewed, re-evaluated, and
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changed. 'New models of how the organization
works (or fails) emerge, and new norms
are developed and infused in the culture
throughout the organization (Kayes 2015, p.47).
Furthermore, the nature of the problems begins
to be redefined, and protective steps are taken
to get away from future failures.

Stage 7. Industrywide assessment and
adjustment. In this stage, companies and
organizations which distributed in the
same industry begin to learn and share the
experience to achieve business resilience in
the future. Kayes (2015, p.47) emphasizes
this stage as 'lessons learned are disseminated
across the industry, and industrywide norms
associated with the prevention of future failure
are established." Figure 1 briefly illustrates the

structure of the stage model.

2.2 High-reliability Organizations
As the reason for the stage model helps to

analyze the business crisis from the view of

organizational cultures, considerations other
than that are not mentioned in the stage model.
Hence, new theories are necessary to perfect
the analysis of the business crisis. The theory of
high-reliability organizations (HROs), based on
a different perspective compared with the stage
model, is a theory that focuses on clarifying the
function of experience. Moreover, it is more
direct targets on how to tackle failure before it
is out of control. High-reliability organizations
come from the background of assumptions
related to interpersonal interaction.

Weick and Sutcliffe (2015) assert that
five principles, which will be one of the
supplementary theory of this paper other than
the stage model, consist of high-reliability
organizations into regular practice. Kayes (2015,
p.49) states, 'The HRO perspective moves us
closer to understanding the role that direct
experience plays in failure because it reveals
that learning is a process of interpretation, not

a process based on probability.’

Figure 1. Structure of Turner and Kayes Stage Model
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However, the HROs theory depends on
various assumptions about the essence of
learning, while illustration on complicated

emotions and experiences are not sufficient.

23 Valikangas’s Theory on Resilient

Organization

Vilikangas offers a new theory to achieve
business organizational resilience. Vilikangas
(2010, p.7) illustrates, 'In this new world,
resilience will again come to mean the capacity
to survive the long term not only its hardships
but, more importantly perhaps, also the
temptations to act for short-term benefit. Many
as an opportunity still loom. The question is
how to pursue these opportunities, this time
with resilience." The purpose of Vilikangas's
theory on resilience is not only limit to
achieving the overall benefits of companies and
organizations but also grab the chances while
they become apparent.

Accordingly, Vilikangas (2010) comes up
with the three-step theory to achieve resilience,
which will be another supplementary theory of

this paper.

2.4 Relationship of the Representative

Theories

Figure 2 reflects the relationship between
the theory of stage model, high-reliability
organizations, and the theory on resilient
organizations. Turner and Kayes stage model is
the root of the representative theories. At first,
time points that highlight when companies and
organizations failed in organizational culture-
related issues can be uncovered by the stage
model. Detailed reactions toward business
resilience will be provided by the theory of
high-reliability organizations and the steps
theory.

Remedies that the theory of high-reliability
organizations offer to focus on addressing
problems while the steps theory delivers
detailed procedures about forming business

resilience.

3. Research Methodology
3.1 Cases Selection Criteria

Case study is the central methodology that
this paper utilizes. Toyota’s recall scandal,
Sanlu’s milk contamination scandal, and

Samsung Galaxy Note 7 recall crisis are

Figure 2. Relationships of the Representative Theories
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selected as the cases that will be analyzed.
These three companies come from Japan,
China, and South Korea, respectively, which
fit the national characteristic of the selection
criteria. More importantly, all three companies
are very representative of their industries. They
have huge impacts, and their business scales are
top-ranked in their industries. The most critical
reason for choosing these three case studies is

that they had all experienced a public crisis.

3.2 Various Industries

Although Toyota, Sanlu, and Samsung
experienced similar public crises, industries
that they distributed in are different. Toyota
belongs to the automobile manufacture
industry, Sanlu was classified into the dairy
industry, and Samsung Electronics attributes
to the technology industry. Due to the various
characteristics of different industries, companies,
and organizations' detailed reactions in various
industries that respond to crises are distinctive.

For enterprises and organizations like Sanlu
that belong to the dairy industry and food
industry, they should notify their consumers
about the potential risks or confirmed risks
that their products could bring. For instance, in
the case of Sanlu, the company's most critical
issue is announcing the possible contamination
immediately after receiving the vast scale of
complaints and medical reports of infants who
consumed Sanlu's products. Then follow up
with officials recalling collecting the defective
products. Finally, start to revise the contents of
the suspected products.

From the perspective of the automobile

industry, take Toyota's case as an example; the

essence is to let the consumers know about
the possible consequences that the defective
cars or components in defective cars could
result in. Then launch recalling by publishing
necessary information that consumers and
public stakeholders” concern at the utmost. In
the end, check the vehicle models inside of the
company to spot the problems and consistently
deliver the most updated information that
Toyota obtains and grab further requirement(s)
from its consumers and the public stakeholders.

As for companies and organizations
distributed in the technology industry like
Samsung Electronics, similar approaches as
the above two industries should be deployed.
Companies and organizations must tell their
consumers and the public stakeholders about
the apparent features that defective products
possess, and the worst scenario might occur.
Then release recalling based on users'
comprehension of the risks originated from
defective products and ultimately determines

the root of the problems in product models.

3.3 Different Cultural and Sociological

Background

Some differences in business cultural issues
and sociological contexts exist among Toyota,
Sanlu, and Samsung Electronics. Toyota obtains
cultures that seek perfectionism. The company
will not respond to its consumers until every
detail of the events that it is required to face are
figured out. It is accepted in Japanese society
while it is not tolerable in the nations of the
rest two companies. As a state-owned business,
Sanlu originated from a community that the

government is involved in daily business
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operations. The local administration could cover
tiny business errors; however, events that bring
severe negative results to consumers and the
central government's reputation, companies, and
organizations will break down quickly. Samsung
Electronics possesses the business culture that
the most prominent leader controls absolute
authorities. Moreover, business is more like a
kingdom belongs to the founder's family; the
power vacuum will quickly appear while the
most influential leader in the company is not

distinguished.

3.4 Different Business Management Structure

Distinctions of Management structure
existed among Toyota, Sanlu, and Samsung.
Toyota is not the state-owned business, and
it is the parent company of its subsidiaries.
Samsung Electronics, as well, is not the state-
owned company. However, Samsung Electronics
is one of the subsidiaries of Samsung Group.
Moreover, Samsung Electronics obtains its
affiliates. Sanlu was state-owned, which is
different compared to Toyota and Samsung

Electronics.

4. Timeline of the Three Cases®
4.1 Case of Sanlu

On the surface, Sanlu remained until
2009, but the rudiments of breakdown had
started its infancy. As early as 2004, a list of
milk powder brands that caused infant kidney
disease, the "big head disease,” was exposed to
the public by a local media from Fuyang City,
Anhui Province, and Sanlu was involved (Lu
& Tao 2009 p.7). As a result, Sanlu's brand

was removed from the list mentioned above

under the explanation of "accidentally put Sanlu
into the list by related workers' mistake" from
authorities of Fuyang City.

Later, Sanlu tested for the milk collected
from various channels, such as purchasing from
brokers, for quality control. Protein content was
one of the key factors to judge whether the
milk is good or not. Under this circumstance,
to increase the profit, dairy suppliers of Sanlu
started to cheat. In October 2007, melamine,
a chemical used in industrial work, was added
into the milk that providing Sanlu. By adding
melamine into the milk, the compounded milk
could maintain its protein content even diluted
by water (Veil &Yang 2012 p.936). Melamine is
toxic to human body, especially fatal for infants.
By using contaminated milk powder, infants
who drink it are in grave danger.

Consequently, a large number of feedback
on infants' kidney diseases after using Sanlu's
products was initiated to uncover since late
2007. In 2008, the company launched a
few product qualification tests in a qualified
inspection department with the results of
'qualified.” Some death reports were collected
in the same year. In September 2008, the CEO
of Sanlu, Tian, was arrested after the central
Chinese government intervention. In early 2009,

the company went bankrupt.

4.2 Case of Toyota

Toyota experienced a six-year continuous
recall event from 2005 to 2010. Neufeld
(2011)® calculates the number of vehicles had
been recalled throughout the event. At the early
stage of 2005, Toyota recalled 790,000 vehicles

in the U.S. market alone because of the engine
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issues and 880,000 cars on a global scale.
Toyota's car model, Prius, was reported as some
problems were spotted later in 2005. Hence
there was no accident reported; Toyota did
not recall any Prius units with potential risks.
While only a few weeks after that, in October,
far more recalls followed up. 1.23 million
Toyota vehicles were recalled domestically in
Japan and another 246,592 more cars around
the globe. In 2006, the total break out of recall
happened due to the non-reaction of Toyota to
its market. 380,000 Lexus model and Toyota
Highlander models were recalled for the reason
of engine problems. In all, 1.2 million Toyota
vehicles were recalled in that year.

More complaints and recalls were coming in
2007. Five hundred thousand cars were recalled
to repair after some accidents were cited. At
the end of the year, another 470,000 vehicles
were recalled due to engine problems as well.
The problems related to seatbelts were spotted,
and 90,000 sport utility vehicles were recalled
in the U.S. market. During the following two
years, about 9.59 million vehicles were recalled.

The president of Toyota, Mr. Akio Toyoda,
made a formal apology in February to the public
expressing regret for lack of communication
with Toyota's customers and promised to set a
committee which would individually supervise
the safety and quality of Toyota's cars. In
March, Mr. Akio Toyoda visited China to make
another formal apology to Toyota's Chinese

consumers.

4.3 Case of Samsung
In August 2016, Samsung released its new

smartphone, Samsung Galaxy Note 7. The

original schedule of the release of Galaxy Note
7 should be later than what had happened.
However, to compete with the new product
iPhone 7 from its main competitor in the
smartphone section, Apple Inc, Samsung rushed
the schedule (Hern 2016).

A local Korean mobile BBS firstly published
the source of the explosion of Galaxy Note
7 on 24 August 2016 (Wang 2016). Pictures
from this BBS show that smartphone which
was suspicious as Samsung Galaxy Note 7
was exploded. In the following days, more
confirmed cases of the explosion of Note 7
were reported. Up until early September in
2016, 35 burst reports were revealed.

Samsung reacted quickly, but quickly did
not necessarily represent doing well. Kim
and Mckinnon (2016) illustrate that Samsung
launched recall to recollect more than 2 million
Galaxy Note 7 devices internationally on 2
September. Meanwhile, Samsung announced
that new software for affected devices was
released on 13 September. This software allows
affected devices could only charge up to 60%
electric power. Reilly (2016) further states that
recalling activity and replacing operations were
launched simultaneously. Nevertheless, Hern
(2016) reports the replacement devices began
to explode as well from October. Consequently,
for the second time on 10 October, Samsung
launched recalling to urge its customers to
keep their Note 7 power-off and carry the
devices to destined places for refund and other
compensations (Lawler 2016).

Due to the worries and safety concerns
from Samsung's Chinese customers, Samsung

made an official statement on its homepage.
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Samsung implies there is no need for Chinese
customers to worry about the quality of Galaxy
Note 7 sold in China due to the reason of the
batteries of Galaxy Note 7 that sold in China
come from different suppliers compared with
Note 7 sold beyond. The statement was not
persuasive enough, and General Administration
of Quality Supervision, Inspection, and
Quarantine (AQSIQ) in China stepped into
this event. As a result, Samsung recalled 1858
devices under the requirement of AQSIQ before
the official sales in China (Kim & Mckinnon
2016). Nevertheless, the fact against the initial
explanation from Samsung Electronics China.

Since 1 September 2016, Samsung Galaxy
Note 7 was officially released in the Chinese
market. Sina (2016) reports that a series of
explosions of Note 7 was reported in China.
Samsung China later illustrated the reason
for the explosion to Chinese customers. On
29 September 2016, Samsung apologized to
Chinese customers and expressed regret that
the company did not adequately consider
Chinese customers' feelings.

Ifeng (2016) states that on 11 October 2016,
Samsung presented the event to AQSIQ and
launched recall to collect all 190,984 Galaxy

Note 7 devices sold in the Chinese market.

5. Comparative Case Analysis

Table 1 (see Appendix) lists the comparative
analysis based on Turner and Kayes stage
model sequentially.
5.1 Common Points of the Three Cases
Cover-Up

Cover-up was the practice that all three

analyzed companies performed in their crises.

This action is regarded as the most influential
factor which contributes to transfer incidents
to scandal and crisis. In Toyota's case analysis,
the company hid the event data conducted
by data recorder from the public and blocked
the procedure of investigations from U.S.
authorities. There was no sufficient explanation
from Toyota to present the information that
could respond to its customers' needs and
concerns. As a result, Toyota was criticized for
lack of transparency and suffered a significant
financial loss in its recall scandal.

Sanlu made the same mistake during its
crisis. Sanlu did not revise its milk powder
formula after Sanlu was put into a blacklist
of the dairy brand in 2004. Instead, Sanlu
only negotiated with local authorities and
removed Sanlu out of the blacklist. Meanwhile,
customers of Sanlu and the public know
nothing concrete about the risk of contaminated
milk powder. The first cover-up occurred.

The second cover-up took place in 2008. At
the end of 2007, Sanlu was directly suspicious
about milk powder contamination with accurate
reports of illness of infants who consumed
Sanlu's product. Even though the reports about
contaminated milk were updated to the senior
management group in Sanlu, the company
decided to keep the truth inside to maintain
the brand image on the ground of the then
approaching Beijing Olympic Games.

Sanlu bankrupted after the scandal was
unveiled, and the cover-up actions the company
had played were the key reasons that answered
to its business failure.

Samsung failed to be transparent while

recalling Galaxy Note 7. The most apparent
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cover-up happened in its Chinese market. While
Note 7s beyond China had reported the battery
of Note 7 was hazardous, Samsung was stuck to
believe that batteries of Note 7 in the Chinese
market were considered safe due to collecting
battery components from different suppliers.
However, Samsung made this statement on its
homepage without any inspection on Note 7s
that were later sold in China. Lastly, Galaxy
Note 7s sold in China were reported battery
explosion and self-ignite after two weeks that
Samsung officially released Note 7.

The design of batteries in Note 7s, which
were distributed in different markets, was
unified. Samsung should know about once
there spot failures in its products in one place,
and the same failure could occur in the same
product, which is distributed other than a
specified location. However, given consideration
to compete with its opponent and capture
the market share, Samsung released Note 7s
in China in a rush under the circumstance of

notifying potential risks in its products.

Lacking of Efficient Communication with
Public Stakeholders

Due to all three analyzed companies cover the
truth during their public crises, communication
between the companies and their customers
became automatically absent. Toyota, Sanlu,
and Samsung believed that it was critical
for the company to spot the problems on
their products by itself first, and then defend
their brand images by clarifying the failures.
Consequently, according to the analysis of all
three cases, Toyota, Sanlu and Samsung had

chosen other methods rather than respond to

what concerned their customers and the public.
Toyota tried to figure out the problems of its
vehicles while its clients and the authorities
were asking for the response. Sanlu kept away
from establishing the formal communication
channel to communicate with its customers
instead of contacted customers under covered.
Samsung operated in a cheat-like manner
while its clients criticized the safety issue of its
products in China, while customers from the
U.S. cannot be compensated by the company

once had promised.

Rigidity on Original Policies and Strategies

The reason for the three analyzed companies
failed to respond to the crises was similar,
which means Toyota, Sanlu, and Samsung were
rigid on the routines they accustomed to. In
other words, the three companies failed to be
resilient in crises because of the reason above.
Toyota was very successful in its business and
had not experienced a public crisis due to large-
scale recall events before the analyzed recall
scandal. Hence, the company recognized that
the first routine to tackle the public crisis was
workable still, which was to check the defective
products by the company and then apologize to
its customers. The fact was opposite compared
with Toyota's conception of dealing with the
crisis. Customers and the public required
consistent and dynamic information flow
from the company, not the time-consuming
explanation in one shot. As a result, Toyota
made its recall events derived from the scandal
and suffered greatly in terms of finance.

In the case of Sanlu, due to the company

was a state-owned business, Sanlu preferred

-217 -



to contact authorities who directly shoulder
the responsibilities of supervising the company.
However, Sanlu did not realize that on the
ground of popularization of online information
platforms, it had become more difficult for
companies to retain the issues that happened
inside of it. Adjustments on responding crisis
were needed while Sanlu failed to do so.
Samsung practiced a similar scenario to
Toyota. Samsung attempted to uncover the
problems of Note 7 phones inside while
defective devices reports had been notified
rather than reveal the process of dealing with

problems to its customers and the public.

6. Implications
6.1 Practical Implications

Requiring In-Time Communication Channel:
According to remedy strategies for Toyota,
Sanlu, and Samsung in each case analysis,
forming resilient strategies responding to
public crises is the critical implication for
big companies and organizations. Because of
successful business histories, big companies
are accustomed to their original ways of
operating their businesses and becoming less
sensitive about their customers' needs after
sale while companies and organizations mark
themselves as holding the value of customer
first. In crises that businesses failed to respond,
it is not necessarily because companies and
organizations no longer pay attention to their
clients, but due to their time consuming internal
vertical management structures. Once there is
a crisis, detailed information about it will be
collected by front-line employees and delivered

to the senior management board hierarchically.

Similarly, instruction about responding to
crisis flows from the top management board to
front-line staff in the same method. However,
the procedures are time-consuming while
responding in time is the essence when the
crisis occurred. Hence, establishing teams
designed for dealing with public crises that
directly respond to the top management
board is recommended to big companies and
organizations. Further, these teams should
obtain the authority to answer to customers
and the public in urgent situations. By doing so,
companies and organizations could respond to
the concerns and need from the market directly.
Customers and the public could observe the
transparency of businesses and organizations.
Eventually, in time, information transfer
platforms between companies (organizations)
and their public stakeholders' forms, and
misunderstandings between companies and
public stakeholders would diminish during
crises, thus help big businesses to be more

resilient.

Do Not Hide From Failure: It can be seem
that Toyota, Sanlu, and Samsung were reluctant
to apologize to their customers and confess their
products' faults at early stage. While the three
companies received reports about defections
and contamination on their goods, they covered
the problems rather than communicate with
their public stakeholders to uncover the nature
of the problems on their products. It is risky for
big companies and organizations to cover the
problems of their productions with intention.
Once the problem(s) are spotted by customers

and the public while there is evidence to
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prove that companies and organizations know
about this, problems on products will cultivate
crises and scandals. Customers and the public
will prefer to consider that companies and
organizations which cover the truth are not
trustworthy. Automatically, enhance corporate
governance to help companies and organizations

to be transparent is critical at this point.

Trust from Public Stakeholders Is Fragile:
It cost a long time for companies and
organizations to earn customers' trust. However,
this confidence could evaporate due to one
scandal or fail-contained crisis. One of the
reasons for large enterprises feel they could
obtain the result of scandal exposure is that
they believe customers would still consume
products from them due to the prevalence of
their brand images. Nevertheless, customers
and the public are intolerable with dishonesty,
especially while their safety is under threat
due to the failed performance of products. In
the case of Sanlu, the company bankrupted
promptly after the New Zealand government
revealed the milk powder contamination
scandal. Toyota suffered from massive financial
loss, while Samsung is recognized as a risky
brand from business analysts.

Hence, how to monitor the relationship with
customers and the public to achieve business
resilience, as well as what to do while the
first failure occurred are vital issues that big
companies and organizations need to confront

during crises.

6.2 Theoretical Implications

Advantages of Turner and Kayes Stage
Model

As shown in Table 1, crises consist of a
series of events based on the timeline; hence
Turner and Kayes stage model can appropriately
analyze the events that form crises step by step.
Details that reveal big companies failed in crises
can be unveiled, and the point where failure
begins to occur can be enlarged in a qualitative
method. Moreover, Turner and Kayes stage
model can not only guide companies to cover
the failures but also offer implications for
recovering from failures for big companies and
organizations to achieve business resilience.

Meanwhile, Turner and Kayes stage model
points out that the first failure that companies
failed to respond could deteriorate the scenario
into crises, and companies will suffer from
the result. Last but not least, the stage model
asserts that failures happen due to the wrong
conception of the nature of how to deal with
crises, which lead to the absence of response
while communicating with customers and the
public is necessary. Further, the stage model
categories failures and crises take place on the
ground to overlook on safety regulations. As
shown in the analysis of Toyota, Sanlu, and

Samsung, this statement is proved correct.

Limitation of Stage Model

Turner and Kayes stage model is based on
the analysis of timeline oriented events, which
implicates that the model is highly qualitative
from the perspective of business culture.
According to experienced failure and further'

worst-case' scenario assumptions, Turner and
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Kayes stage model focuses on forming resilient
business strategy circles for big companies
and organizations. For business managers and
leaders, quantitative approaches are necessary
to analyze detailed information to deal with
crises while Turner and Kayes stage model
could not offer this method. Hence, other
quantitative approach needs to complement the
model.

Moreover, not all resilient strategy forming
procedures could follow with stage order in
Turner and Kayes stage model during crises.
Firstly, as the case analysis on Toyota, Sanlu,
and Samsung, the three companies followed
only several stages instead of all. For closed
cases, Toyota traced the first five steps in the
stage model and finished the formal apology
from the CEO of Toyota. Sanlu's milk powder
contamination scandal, another finished case,
failed in stage 4 and went to bankruptcy, which
becomes impossible to follow up the rest stages.

As for Samsung Electronics, the business

suffered from the damage of brand image
due to Note 7 crises and tried to diminish the
financial loss by sales promotion based on
cutting down the price of other products from
the company.

According to the differences of the three
businesses as previously discussed combined
with the comparative analysis based on the
limitation of the theory, this paper proposes a
fixed stage model with additional two stages, as
shown in Figure 3.

In stage 8, the commonalities of business
crises can penetrate the boundaries of various
industries. Firms under different industry
categories are supposed to analyze the events
of business crises that occurred beyond their
industries to testify the validity of their business
resilience in the business emergency.

In Stage 9, business crises that happened
in China, Japan, and South Korea can be
integrated regardless of the background of

nationalities. In other words, large businesses

Figure 3. Revised Structure of Turner and Kayes’s Stage Model
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in the three countries are following a consistent
routine while facing business crises due to their
internal failures. Hence, it becomes possible
for the big businesses in the three countries
to learn the experiences of business crises
among each other, and forming an integrated

mechanism to enhance business resilience.

7. Conclusion

This paper comparatively analyzes the
cases of Toyota, Sanlu, and Samsung
Electronics solely based on Turner and
Kayes stage model to highlight the reasons
for their wrongdoings. Meanwhile, relative
core conceptions for business resilience are
validated through detailed discussion rather
than proposing common sense. Further, this
paper comes up with the revised version of
the stage model according to the comparative
analysis.”” However, other academic theories
and frameworks are appropriate to utilize, such
as high-reliability organization theory and steps
theory from Liisa Vilikangas. Future work
is required to supplement the case analysis
with these complementary theories. Last but
not least, this paper is mainly conducted on
qualitative methods, not quantitatively. Other
quantitative methods, like the arithmetic
formula that could identify whether a company
and organization is under threats of crises and

scandals are still looking forward to being done.
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(1) 1In this paper, the term ‘public crises’
specifies the adverse external events
caused by the failed information
disclosure on default products with
failed communication with consumers of
business organizations.

(2) In this paper, the term ‘business resilience’
refers to the ability of business
organizations that could promptly
deal with confronted external crises
successfully, bounce back from losses

derived from crises, and ultimately adapt
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(3)
(4)

(5)

(6)
(7)

(8)

(9)

to the business landscape after crises.
Turner (1976) p. 379-382.

In this paper, the term ‘public
stakeholders’ identifies those parties
affected by the ‘public crises’ as defined
other than consumers.

Quotations from news media relevant
to the information about the timeline
and report on public crises of all the
three cases analyzed in this paper are
dominant. Because businesses treat such
occurred crises as something against their
credibility and brand reputations, keep
the information inside their organizations.
Documents from the government will
be filed and withdrawn from the online
dataset after a certain online information
disclosure period. However, reports from
the news media remain accessible for the
author to retrieve the process of crisis
development as evidence to prove the
validity of the existence of the analyzed
crises in this paper.

Neufeld (2011) p.232-234.

Associate Professor Yasunari Takaura
of the Graduate School of Economics
and Management of Tohoku University
offered very kind opinions and
suggestions with rounds of revision for
this paper.

An all-range topic covered news media
from Great Britain with reporting history
over a hundred years.

T AEET IR (Beijing Times) was a well-known
newspaper in China and was established
by the most extensive domestic

newspaper group A [X H#ft (People’s



(10)

(1D

(12)

(13)

(14)

(15)

(16)

Daily) in 2001. Beijing Times was
suspended in 2017, under the hit of the
emergence of new media.

FHRABHL (Sina Tech) is the technology
information section of ¥ VR (Sinanet),
which is one of the most well-known
portal websites in China. The holder
company Sina Corp. had gone public in
NASDAQ in 2000.

The paper was simultaneously published
in multiple well-reputation English
media, including the Wall Street Journal
(WSJ) and Fox Business.

The website is currently known as
MarketScreener, a globally recognized
website specified on financial news and
the international stock market.
Recognized as a successful blogger
platform purchased by a U.S. portal AOL,
Engadget specializes in gadgets and
consumer electronics. In 2010, Engadget
was recognized by Time as a member of
best bloggers.

T EEH B [ (The Paper) went online in
2014 as a news agency that is focusing
on investigation reports in China and
disclosing information hidden from the
public. The Paper operates as one of the
biggest news portals utilizing a package
of information distribution channels.
JRUELM (Phoenix Television) serves Chinese
communities in Mainland China, Hong
Kong, Macau, Taiwan, and many other
nations and regions as for all-range news
delivery in a number of methods for over
20 years.

/ [E Fr E B (CHINANEWS) is a news
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portal that covers wide ranges of news
topic with authority recognized by the

central government of China.
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ABSTRACT

This study examines the impact that corporate fraud has on public companies in Japan.

It contains an analysis of 339 cases of occupational fraud that were investigated between

April 2015 and March 2020. There are three typical categories of occupational fraud:

financial statement fraud, asset misappropriation and improper inspections. Concerning

to these frauds, this paper focuses on the problems of (1) the location of the fraud,
(2) who committed the fraud, (3) duration of fraud schemes, (4) cost of fraud and (5)
fraud detection. The result of the research reveals statistical variability in the contents

of disclosure documents provided by the Timely Disclosure Network (TDnet).
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