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Abstract

In this study, I examine future risk management based on the viewpoint of
“Organization Epistemology” and clarify business risks that threaten sustainability of
companies based on recent cases of Japanese company scandals.

In recent years, many Japanese companies are pressed for cost-cutting, efficiency,
and short-term results improvement. On the other hand, promotion of higher CSR
(Corporate Social Responsibility) is demanded, too.

It is hard to say that the intelligence of managers and employees will improve
enough to deal with such situations. Therefore, increased risks exist and company
scandals seem to increase.

An effective theoretical frame is necessary for analysis of this situation, but
conventional business administration theory is highly abstract, and lacks a realistic
explanation. In this regard, "the Routine Theory" that Kagono (1988) proposed in the
theory of Organization Epistemology is a practical theory that came out of daily
management actions, and may be an effective concept to understand the reality of
management.

I compared the organizational constitution of a company that prevented expansion of
company scandal against a company which let the scandal spread, drawing on the
relationship between "Routine Theory" and company scandal. The company that let
scandal spread had a closed organization, was hierarchical, and had low employee
morale. The other company gave priority to profits of customers, released information
quickly, and recalled products. They also had different risk management styles.

Apparently, "recognition" in each company was different. Both companies recognized
"the possibility of product accident", but their reactions were very different.

The reaction to information and way of risk management are extremely important to
administration of companies and avoidance of scandal.

For a concrete policy of risk management, you install a perception system inside and
outside the organization because top management quickly senses the possibility of a
company scandal. Further, you must foster the organization’s constitution that can
react appropriately because employees may withhold information.

The best future risk management includes systems construction that can support
quick decisions in an unexpected situation while maintaining a daily risk control
system. It also includes company-wide construction of organizational culture based on

balanced, healthy management.
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PHILANTHROPIC
H—_‘/\I‘f@k[ﬁfj${£ Responsibilities
= H N E
= 5 Be a good corporate citizen.
Contribute resources
to the communiry;
improve quality of life.

ETHICAL
Responsibilities
PR _
Be ethical.
Obligation to do what is right, just,
and fair. Avoid harm.

LEGAL
R Responsibilities
TERRAE
Obey the law.
Law is society's codification of right and wrong,
Play by the rules of the game.

ECONOMIC
o . Responsibilities
TR ET

Be profitable.

The foundation upon which all others rest.
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