Organizational Identity in Communication Risks:
Studies of Japanese Corporate Misconduct'

Toru Kiyomiya

INTRODUCTION

Business scandals and corporate misdeeds have never disappeared on
the news media in Japan, but rather the reports about these problems have
become more proliferated, particularly after the Japanese bubble economy
burst in around 1992 (Kiyomiya, Matake, and Matsunaga, 2006)." Japanese
business scandals tend to be viewed as collaborative practices in organiza-
tion, not personal crimes (Arimori, 2003). The government as well as some
management associations have intervened to alter such corporate govern-
ance systems and commercial laws, much as Western countries have
attempted (Demise, 2004). Unfortunately, these Western styles of reform
rarely touch on an essential part of Japanese corporate misconduct, which
is significantly related to employees' identity with their organizations.
Typically, recent business scandals in Japan have a 'collaborative' aspect of
deception or information manipulation; with tacit approval and the sharing
of secrets and responsibilities of misdeeds. For these reasons, organiza-
tional identity is recognized as a central issue in studies of business
scandals in this country (Kiyomiya, 2006).

At the same time, Japanese business scandals seem to indicate
misjudgment in either economic (capitalistic) rationalization or social
responsibility. Such ethical imbalance in the workplace might be related to

organizational identity and culture. Some articles of business journals and
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newspapers have pointed out that organizational cultures are wrong in the
companies that have business scandals. However, little empirical research
on individual work ethics and organizational culture has been conducted in
Japan so far (Nakano, 2004). It is therefore necessary to collect data from
people in the workplace and investigate whether the relationship between
individual ethics and organizational culture are either inappropriate or
appropriate in ways of doing business.

This paper analyzes Japanese organizational identity with regard to
business scandals and company workplace moral in terms of both organiza-
tional level (organizational climate) and individual level (communicative
behaviors). The purpose here is to explore the relationship of risk factors
in daily communication and to investigate how corporate organizational

identity is related to these risk factors of misconduct.

RELEVANT PERSPECTIVES IN JAPANESE CORPORATE MISCONDUCT

I would like to pay close attention to two areas of studies in order to
consider the generation of corporate misconduct. The first is the role of
organizational identity, which is currently one of the most active research
fields in management. The second important issue is distortion of

communication from a critical management perspective.

Organizational Identity: The Bright Side and Dark Side
Japanese organizations traditionally cultivate strong relationship with
their employees, where this connection relies on employees' trust, faith, and
loyalty to a company. Traditional Japanese employees are satisfied in their
work life when they identify themselves with their organization, and they
will often sacrifice themselves for the sake of their company. Such
psychological connection between an organization and its employees is

generally considered as organizational identity’ in Japan. When analyzing
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the cases of corporate misconduct, it is evident that fraudulent acts must be
significantly related to members' sense of identity with their organizations;
many cases are caused through communication process of collaborative
practices. Thinking about why most employees do not reject deceptive
communication but instead cooperate with deception, it is assumed that
they conform to their organizational goals to struggle with the ethical
dilemma and problems that arise. Cosequently their strong loyalty and
dependence upon a company links their behaviors directly to organizational
survival through implicit and/or explicit objectives.

Such a negative aspect of organizational identity is closely related with
misconduct. Organizational identity comprises those characteristics of an
organization that its members believe are central, distinctive and enduring
(Albert & Whetten, 1985). Many management scholars have studied a
positive aspect (or bright side) of organizational identity in the context of
organization development, team-building, socialization, and so on. From a
mainstream management perspective, identity and identification are
powerful terms, root constructs in organizational phenomena (Albert,
Ashforth & Dutton, 2000). As this paper investigates the role of organiza-
tional identity in business scandals, the focus of attention will be on the
negative effects (dark side) of organizational identity. Two aspects of
organizational identity, boths a bright side and dark side, are two sides of
the same coin; as organizational identity may work either positively or
negatively. In the next section, I describe several important conceptualiza-
tions of the dark side of organizational identity; concertive control, power,
discipline, and hegemony, concepts which allow us to effectively interpret
and understand Japanese corporate misconduct properly.

(1) Concertive Control and Unobtrusive Control
Tompkins and Cheney (1983) show a critical perspective to organiza-

tional identity in terms of decision-making. An individual may
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spontaneously act to identify himself /herself with an organization, so that
he or she becomes open to persuasive communication by that organization.
Therefore, "an organization can communicate decisional premises with
relative ease to an individual who seeks to identify with the organization”,
(Tompkins & Cheney, 1983, p. 127). Tompkins and Cheney (1985) articulate
unobtrusive control as well as concertive control in organizational identity.
In concertive organizations, "the explicitly written rules and regulations
are largely replaced by the common understanding values, objectives, and
means of achievement, along with a deep appreciation for the organiza-
tion's mission" (Tompkins & Cheney 1985, p. 184). Employees are more
likely to accept the organization's premises and make decision consistent
with organizational objectives when employees identify with the organiza-
tion. The locus of control shifts significantly from management to
workers who collaborate to create rules and norms that govern their
behaviors (Papa, Auwal, & Arvind 1997). The desire of employees to
conform to group objectives will be especially strong among members who
share strong organizational identification and cohesiveness.
(2) Power, Discipline, and Hegemony

Foucault stresses that "power is not imposed from above (Mumby,
2001, p. 606)" and he opposes the notion of a 'sovereign' view of power. His
postmodern perspective denies the dichotomy of simple power structure;
such as capitalist relations of domination over workers. Foucault's concept
is meant to capture the micro-techniques of power in use that rationalize
not only individuals but also collective, organized bodies (Foucault, 1976,
1980). Foucault's concept of 'discipline' is important for understanding
power and politics in organizations. It differs from ordinary notions of
discipline that focuses on physical punishment and coercion. Contrasting
such overt forms of discipline as a monarchy, Barker and Cheney's (1994)

view of contemporary discipline points to "the unobtrusive control of
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individuals and collectivities that allow organizations to function 'nor-
mally™ (p.29). Barker and Cheney (1994) extend the conceptualizations of
concertive control to the issue of power. There is a general tendency in
modern society to expand the subtle means of control over the individual
even as coercion becomes less prevalent (Barker & Cheney, 1994, p. 21).
Nowadays a focal point of discipline is on the discourses' that organiza-
tional members produce, reproduce, and transform in context. Throughout
daily practices of communication, discipline functions unobtrusively, as
organizational members control their values: agreeing upon what is normal
and what is rational.

Power and discipline in organizational politics is related to conceptuali-
zations of ideology and hegemony; two key concepts in neo-Marxist
critiques of capitalism (Mumby, 2001). Ideology is defined as "taken for
granted assumptions about reality that influence perceptions of situation
and events" (Deetz & Kersten, 1983, p. 162), assumptions that structure our
thoughts and controls our interpretations of reality. When organizational
identity is recognized as a means of organizational control (Alvesson &
Willmott, 2002), it is often linked with the concept of hegemony (Brown &
Humphreys, 2006; Willmott, 2006 ; Kiyomiya, 2006). Drawing upon
Gramsci (1971), hegemony is defined as "the ability of one class or group to
link the interests and worldviews of other groups with its own, and is
achieved through 'the colonization of popular consciousness"(Mumby 2001,
p. 589). This conceptualization places focus on development and dialectical
process of 'collective will." With these notions, it is important to consider
the popular assumptions that organizational members have produced and
are taken for granted. In addition, it becomes important to examine how
power relationships are developed through organizational discourse. Thus,
the workplace becomes the arena of organizational politics through

discourse, where organizational identity is recognized as a means of
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domination and subjugation.

Communication Problems in Business Scandals

Critical approaches to organizational identity have already been shown
in the previous section. It is important to consider how critical approaches
differ from the mainstream or conventional approaches of management
studies because these alternative perspectives provide different explana-
tions in terms of the essentials of unethical or fraudulent acts. Whereas
conventional perspectives recognize business scandals as accidents or
management errors (lack of business ethics and misjudgment in risk
management), critical perspectives suggest that corporate misconduct
happens by neither errors nor misjudgment but through organizational
hegemony in current capitalistic management systems.
(1) Distortion of Communication

Recently, Anand, et al (2005) addressed the idea that corruption
scandals are related to organizational identity when they paid attention to
the collaborative practices of specific cases. They state how corruption is
close to and perpetuated in the workplace, citing Tony Bishop (President of
the Association of Certified Fraud Examiners); "In the past, fraud was
viewed as a rare event that happened to unlucky organizations. Now it is
commonly accepted that fraud is taking place at virtually every organiza-
tion, every business" (Cited in Anand, et al. 2005, p. 9). Anand, et al (2005)
seek to understand the reasoning of such popularity from socialization
processes and rationalization tactics. "Rationalizations and socialization
practices allow perpetrators of unethical activities to believe that they are
moral and ethical individuals, thereby allowing them to continue engaging
in these practices without feeling pangs of conscience" (Anand, et al. 2005,
pl0).

These important factors of socialization processes and rationalizations
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are somewhat plausible, but their perspective is limited when viewed by the
managerial premises of conventional management studies. Their reasoning
of normalization is different from the critical perspective of ideology and
hegemony. From a critical management perspective, organizational
culture itself produces hegemony, as workplace values and communication
are hegemonized by capitalistic organizations. Drawing on Habermas,
critical management study emphasizes that communication is distorted in
the workplace, and is essential in capitalistic management (Alvesson &
Deetz, 2006; Willmott, 2003). A lot of corporate misconduct cases are
related to the manipulation, distortion or concealment of information, and
such communication distortion is common in the situations that lead to
misdeeds. Therefore, fraudulent communication 1s not erroneous but
inevitable in current capitalist organizations.

(2) Economic Rationality and Morality
It is often criticized that workers' morality is down in the workplace and
that this leads to misdeed in business. Many business scandals contain
some ethical dilemmas, for example, decisions about either efficiency or
safety. Such an issue of morality is important for investigating corporate
misconduct. Taking a historical view, Adam Smith assumed that morality
was natural and did not require explanation; morality is always there
(Fevre, 2000). According to Fevre (2000), conceptions of morality changed
after WWII, and we now frequently find morality appearing as a means to
an end defined by economic rationality. He recognizes that identity is
comodified; identity becomes commodity, and morality was lost in the
legitimacy of economic rationality.
From the perspective of economic anthropology, Polanyi (1977)
provides a supportive theory. A central point in his critiques concerns the
illusion of the present market society; non-market society has universal

regard for human life but the current capitalistic society has become the
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‘'over-marketized realm' (Polanyi, 1977). He addresses how "the market
system violently distorted our view of man and society,” and "these
distorted views are providing one of the main obstacles to the solution of
the problems of our civilization" (p. xvii). The historical evidence he cites
indicates that market-mechanisms distort our framework of sense-making
and falsifies our communication with one another. Polanyi's perspective
well explains how an imbalance between economic efficiency and social
responsibility emerges in corporate misconduct.

The essentials of corporate misconduct are linked to 'market mecha-
nisms' which reduce morality, and are related to the current globalization
process that introduces these market mechanisms everywhere in the world.
Originally, the institution of the market has been limited in its historical
context; "the phenomenon of exchange is universal only in a market-
society" (Polanyi, 1977, p. xix). Currently, the market has become central
in the modern age of globalization. Namely, "the economy did now consist
of markets, and the market did envelope society” (Polanyi, 1977, p. 9). This
is the core mechanism presently at work, so that business scandals are now
inevitable in this society. The organizational members are socialized and
rationalized in the dark side of the market that completely envelops our

society.

COMMUNICATION RISKS AND MORAL DISORDER
IN JCM PROJECT
In order to critically study corporate misconduct, I started a research
project. This paper outlines a part of my entire project about Japanese
corporate misconduct (JCM)® . This is a three-year research project, started
in 2003, which contains three different studies’. In the first study, I
conducted case studies of JCM. It is very difficult to obtain interview data

from the companies that had scandals’, so I collected the secondary data of



Organizational Identity in Communication Risk:

Studies of Japanese Corporate Misconduct (9) — 161 —
business scandals from newspapers and business journals, with the
assistance of my research team members. The case analysis of this project
allowed us to obtain a picture of JCM, leading to the second study, which
attempts to understand how JCM is created and recreated in the Japanese
industry. Our project utilizes both quantitative and qualitative approaches
through questionnaires, and it contains four types of questions; (1) Likert
scale questions to ask about organizational climate and individual commu-
nicative behaviors, (2) Likert scale surveys to ask business ethics, (3)
questions about misconduct-simulation, and (4) open-ended questions about

reactions of misconduct context.

Table 1: Five Cases of Japanese Corporate Misconduct

Case Name Year

Disclosed Case Description

Mass Milk Poisoning |2000 Major milk producer initially concealed milk-
poisoning and could not handle internal and
external corporate communication. It was
accustomed with poor hygiene environments.

Automobile Cover-up |2000 Auto-maker had hidden serious defect informa-
Scandal tion for more than 30 years: it did not properly
deal with customer's complaint and tried to
avoid massive recall.

Beef Mislabeling Scam | 2002 Government's buy-back system for BSE problem
was abused by a food company. It mislabeled
domestic beef and disguised Australian beef as
domestic meat.

Nuclear Plant Accident|2004 Super-heated non-radioactive steam leaked from
one of the reactors at a nuclear plant, leaving
five workers dead and six seriously injured. The
accident was blamed on pipes that had not been
inspected for 28 years. Poor corporate communi-
cation.

Revolving Door Death |2004 Brand new building at Tokyo had a fatal acci-
dent (six-years old boy died) with a big revolving
door. There was poor communication among the
building owner company, door production com-
pany, and a maintenance company.
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This paper mainly uses the quantitative data (1). There are some
important steps to extract constructs that affect JCM from the actual
cases. In the process of case analysis, I organized a study group of twelve
business people who have strong business background and various
experiences and who are also interested in studying business scandals. As
Table 1 shows, we look at five cases of JCM that significantly impacted on
Japanese industries. While comparing and considering these actual JCM
cases in terms of generative processes and the context of JCM, we identified
some important communication constructs in the workplace. We call them
‘communication risks' which may lead to misconduct. By our definition,
they are usually neither harmful nor dangerous for organizational
members, but they have potential risks for JCM in some situations and
contexts. We classify them into two levels; the individual level and the
organizational level. The organizational level concerns organizational
culture and norms that members share while the individual level considers
member's attitude and behaviors in organizations. These two levels
influence each other. They are operationalized in the methods section later.

The objective of this survey is to measure the constructs of communica-
tion risks that are composed of these two levels. At the organizational
level, eight constructs were extracted from case studies, while seven
constructs were identified at the individual level. Some constructs
overlapped in both levels. At the organizational level, the eight constructs
are (1) group cohesiveness, (2) concertive culture/system, (3) organizational
politics, (4) low supervisor-subordinate (S-S) interactions, (b) low inter-
group interactions, (6) individual face-saving culture, (7) organizational
face-saving culture, and (8) competitive system (refer to Table 2). Particu-
larly, organizational identity is related to the constructs of group cohesive-
ness and concertive culture, so a high degree of these constructs may lead

to organizational corruption whereby it turns into misconduct. In
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addition, we identify JCM as being related to distorted communication,
such as organizational politics and communication problems in supervisor
and subordinate relationships, as well as inter-group relationships: the
constructs of (3), (4), and (5). Lastly, strong competitive systems and
environments are identified in most cases of JCM. Under the influence of
strong competition, market systems distort social relationships and they
affect imbalance between economic rationalization and social responsibility,
and therefore the construct to measure the strength of competition in a

system: construct (8).

Table 2: Communication Risks in Organizational and Individual Levels:
Definition and Reliability

CR Scales at

Organizational Level Definition Alpha

Organizational culture's strong connective power
(1) Group Cohesiveness among members and their tendency for organiza- .82
tional commitment to a group and team work

Organizational culture or systems that organizational
members consent to the common values, objectives, .86
means of achievement, and the organization's mission

) Concertive Culture/-
System

Organizational culture that members use tactics to
(3) Organizational Politics rationalize and legitimate their aims or achieve .85
their objectives

Organizational culture of low frequency of
interactions or poor communication between a .70
supervisor and subordinates

4) Low Supervisor- Subor-
dinate Interactions

Organizational culture of low frequency of interac-
tions or poor information-sharing between divi- .81
sions (groups)

(5) Low Inter-Group
Interactions

Organizational culture that organizational members are
concerned about a person's face; avoid loosing one's self .46
image and maintain it when one confronts difficulty

(6) Individual Face-Saving
Culture

Organizational culture that members are concerned
about their organizational face; avoid loosing a group's .73
or company's image when it confronts difficulty

) Organizational Face-
Saving Culture

Organizational culture or system that enhances
(8) Competitive System competition among individual employees and em- .73
phasizes individual achievements
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CR Scales at

Individual Level Definition Alpha

Individual tendency for commitment to a group
(1) Organizational Identity and positive or happy feelings about being a part of .79
an organization

Individual tendency that one keeps silent even though he/she
(2) Tacitness has objections and one does not speak out when other group .76
members try to consent to an organizational goal

Individual tendency that one manipulates and/or conceals
information when he/she communicates with supervisors; .80
in particular when one confronts difficulty or crisis

3) Upward  Distortion
of Information

Individual tendency that one does not share infor-
(4) Sectionalism mation with other sections and he/she is not con- .83
cerned about other sections

Individual tendency that one is concerned about one's
own face; avoid loosing one's self image and maintain it .74
when he/she confronts difficulty

(5) Individual Face-Saving
Behaviors

Individual tendency that one is concerned about organ-
izational face which he/she belong to; avoid loosing one's .73
group or company face when it confronts difficulty

(6) Organizational Face-
Saving Behaviors

Individual tendency that enhances competition
(7) Competition Behaviors against other employees and emphasizes individual .61
achievements

Communication risks at the individual level are (1) organizational
identity, (2) tacitness, (3) upward distortion of information, (4) sectional-
ism, () individual face-saving behavior, and (6) organizational face-saving
behavior, and (7) competitive behaviors. Similar to organizational level, the
first two constructs are related to the issue of organizational identity.
Particularly, the first one is directly relevant to organizational identity,
and indicates positive feelings and happiness about being a part of an
organization. Tacitness is an aspect of concertive control, since the
organizational members remain relatively quiet in concertive systems of an
organization. Upward distortion often occurs in the relationship between
supervisors and subordinates in misconduct cases. Also, many cases show
that the organizational members were not concerned about other groups or
divisions, and that information sharing behaviors were very limited

between different sections. These constructs of communication problems
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are related to communication distortion: Particularly construct (5) and (6).
Face-saving is important in Japanese society. In some cases, individual
face-saving can be remarkable, distorting and concealing important
information. In addition, some organizational members commit miscon-
duct in order to maintain their company's reputation. This phenomena is
considered to be an organization's face-saving. We bring up both individual
face-saving and organizational face-saving to analyze JCM: constructs (b)
and (6). Lastly, individual competition is identified in JCM cases and
competitive behaviors are measured in terms of personal preferences for
competition.

These constructs can be used for analyzing JCM. In this paper, I aim
to explore the effects of organizational identity. For this end, I attempted
to quantitatively observe these constructs of 'communication risks." I used
a questionnaire to see interactions between organizational factors and
individual factors and to examine how communication risks are related
each other. Thus, the research questions are basically summarized below as
three points in this paper.

RQ1: How do the factors of communication risks work with each other

at both organizational and individual levels?

RQ2: How does organizational identity affect the other factors of
communication risks? Particularly, is organizational identity
related to other risk factors either positively or negatively?

R@3: What factors of communication risks are more significantly

related with ethical problems?
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METHODS

In this JCM research project, methodological pluralism (Sankey, 2001)
was adopted, since I do not assume that it is sufficient to capture the
complicated phenomena of JCM by a single approach or methodological
monism. [ doubt the necessity of a universal approach or methodological
monism, but on the other hand, methodological pluralism allows us to
more flexibly investigate complex social phenomena. Appropriate methods
should be used in systemic and sequential approaches within the research
project of JCM as a whole, while multiple methods should be accepted in a
research plan.

In this paper, I plan to develop the discussion on the basis of quantita-
tive observation, since communication risks might be measurable after
careful consideration about JCM cases. In the quantitative measure, the
relationship between organizational identity and distorted communication
are clarified in terms of organizational and individual levels. In addition,
we quantitatively observe moral disorder in business ethics, and it is

operationalized in the following section.

Operationalization and Measurement of Scales
(1) Communication Risks (CR) Scales

The quantitative measure of CR was developed through psychometric
procedures. It is measured as participants' cognition of culture at the
organizational level and their communicative behaviors at the individual
level. Organizational identity is an important part of CR and it is
identified at both levels. At the organizational level, it appears as group
cohesiveness and concertive systems of control. These seem to be organiza-
tional culture, which is often criticized in JCM cases (Kiyomiya et al., 2006).
For the purpose of quantitative measurement, organizational culture

should be operationalized as organizational climate®, so therefore the
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organizational level of CR is measured as members' perceptions of organ-
izational culture related to misconduct in this paper. Similarly, the
individual level of CR is operationalized for measurement purposes, and
personal tendencies of behaviors and intentions are investigated in terms of
communicative behaviors.

On the basis of operationalization, I initially created thirty-nine items
of questions for the organizational level and thirty-six questions for the
individual level of CR, since each construct planned to have more than four
items in order to increase reliability. There were two steps taken to
enhance the validity and reliability of these measurements. First, a study
group of eight business persons and myself discussed face validity and
rewrote questionnaire. Second, we had a pilot study to make sure validity
and reliability. We distributed a longer version of questionnaires to around
three hundred of businessmen and women, and fifty-seven responses were
collected. We requested descriptive comments on this questionnaire, such
as ambiguous parts, statements difficult to understand, suggestions for
improvement, and so on. Also, the reliability of each construct was
measured and we used it for improving our questionnaire. Many partici-
pants to this pilot test provided us with positive comments of encourage-
ment, but they also pointed out that too many questions made them feel
discouraged to answer. Taking their feedback into consideration, we
reduced the number of questions. Finally, we had thirty three questions for
the organizational level and twenty-six questions for the individual level of
CR. Responses to these questions were presented with a seven-point Likert
type scale.

(2) Moral Disorder (MD) Scales

MD was measured for considering the imbalance between economic

rationality and social responsibility. It is used to assess the relationship

between communication risks and ethical problems. In this paper, it is
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operationalized as personal values and priorities in economic activities:
relative emphasis on either sociality (moral, environment, etc) or economic
rationality (profits, efficiency, etc). People often face dilemmas involving
either economic gains or social benefits in a risky business opportunity.
We asked participants to make such decisions in two ways. First, we
provided semantic differential questions in which participants were asked
to choose a number representing the degree of difference between two
polarized words representing capitalistic economic rationality and social
responsibility. Five paired items were created for this type of MD question,
such as 'economic efficiency - corporate social responsibility’, 'profits -
social trust', and 'competition - collaboration." This semantic differential
scale has seven-point to choose from. I call this scale MD1 in this paper.
Another type of question provided multiple choices, but participants
were asked to choose five from seven options and prioritize them from
number one to number five. The seven options are profits, quality,
environment, efficiency, cost, safety, and social contribution. These seven
are ordered in terms of two polarized perspectives; 1) profits, 2) efficiency, 3)
costs, 4) quality, 5) safety, 6) environment, and 7) social contribution. Each
option given above has a point in reverse order. For example, the option of
‘profits' has seven points, that of 'efficiency' has six points, and that of
'social contribution' has one point. The score is calculated as follows.
MD?2 Score = Point of No.I choice X 5 + Point of No.2 choice X 4 + Point of No.3
choice X 3 + Point of No.4 choice X 2 + Point of No.5 choice X 1
In this scale, the maximum score is eighty five and the minimum score is
thirty five. This MD scale is called MD2 in this paper. Both scores of MD1

and MD2 were used to examine moral disorder in this study.

Data Collection

A sampling strategy was carefully considered in order to collect
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responses from as many kinds of business persons as possible. We could
obtain good cooperation with the Association of Risk Management Japan
(ARMJ), and nation-wide as well as industry-wide data collection was
conducted by ARMJ. There were two steps in data collection; a long
version was collected in February 2006 and a short version was collected in
May 2006. The first one used a paper-and-pencil type of questionnaire, and
was distributed under the cover of ARMJ newsletter. Unfortunately,
although about ten thousand questionnaires were distributed with prepaid
return envelops, we received only 342 responses during the collection period
of one and a half months. Due to the many question items and tough
questions about ethical issues, it takes more than 30 minutes to complete,
and this caused a low response rate. We decided to conduct additional data
collection with a short version, in which we discarded the simulation-type
of open-ended questions. This version was administered through the
Internet’. ARMJ members were informed about the URL, so that the
members could respond to this questionnaire only and return their answers
easily. During the collection period of one month, more than 740 responses
were collected. We checked the data carefully and found out that some
responses overlapped because of people clicking twice on the same answer.
The data was cleaned up , so that the effective responses became 727. We
next statistically compared the two data sets, and decided to integrate them
because the data came from the same sample and there was no significant
difference in the two data sets. The total number of responses is 1069. This

data is very rich in terms of quantity and quality.

ANALYSIS & RESULTS
One of the demographic features of our data is that it's male-
dominated. Eighty-four percent of participants are male and sixteen

percent are female. These results reflect the gender structure of ARMJ. In
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terms of statistical mean, participants' age is 44.8 years old, and that of
years of experience is 16.1 years on average. They are relatively mature in
their career and well experienced in their jobs. Seventeen percent of them
have no subordinates, and the others have subordinates: an average in the
number of subordinates is about seven. We asked a company size, and 45.3
percent of participant work at small-and-medium size companies (less than
300 employees) while 52.9 percent of them work at large companies. When
we looked at the types of jobs, 26.4 percent of participants work in
managerial jobs, 36.2 percent are technical or specialist personnel, and 18.1

percent are sales personnel.

Communication Risks

Validity of communication risks (CR) at both organizational and
individual levels were examined in the pilot test and many sessions of group
discussions. Reliability is examined for each construct of CR in the sample
(n=1069). Cronbach's alpha (a) were yielded for reliabilities of CR in
organizational climate and individual level scales. Many constructs are
generally satisfactory in their reliability coefficient with more than .80 by
Cronbach's alpha (see Table 2). There are some constructs which have less
than .80: low S-S interactions (a =.70), organizational face-saving culture
(a=.7T3), competitive systems (a =.73) at the organizational level; tacitness
(a =.76), individual face-saving behaviors (a =.74), organizational face-
saving behaviors (a =.73), and competitive behaviors ( a =.61) at the
individual level. For these there are some concerns in reliability, that
should be taken it into account to continue statistical analysis and
discussion. The lowest alpha is yielded in individual face-saving culture
(a=.46), so it is necessary to consider this point although it is not taken

away from the list.
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Table 3: CR Scales and MD Scales: Mean and Standard Deviation

CR: Constructs at Organizational Level Mean SD
(1) Group Cohesiveness 4.41 1.23
(2) Concertive Culture/System 4.09 1.42
(3) Organizational Politics 3.49 1.49
(4) Low Supervisor-Subordinate Interactions 3.97 1.27
(5) Low Inter-Group Interactions 3.81 1.26
(6) Individual Face-Saving Culture 3.86 1.21
(7) Organizational Face-Saving Culture 3.64 112
(8) Competitive System 4.03 1.28

CR: Constructs at Individual Level
(1) Organizational Identity 4.68 1.25
(2) Tacitness 3.52 .96
(3) Upward Distortion of Information 2.87 1.09
(4) Sectionalism 3.48 1.20
(5) Individual Face-Saving Behaviors 3.83 1.13
(6) Organizational Face-Saving Behaviors 3.88 1.10
(7) Competition Behaviors 4.23 .98

MD
(1) Moral Disorder 1 2.99 1.08
(2) Moral Disorder 2 62.36 12.09

Statistical means for CR scales are shown in Table 3. These measures
use a seven-point Likert scale, so four points marks the center. If CR scores
increase more than four, it indicates higher risk. However, with all of the
constructs at around four points, it shows a central tendency. When I look
at the CR scales about group cohesiveness, concertive culture, organiza-
tional identity, and tacitness, the scores for these four scales of organiza-
tional identity issue are medium, so it indicates that the communication
risks of organizational identity are relatively moderate.

Similarly, when the five CR scales about communication distortion are
observed, their average communication risk are relatively moderate.
However, a scale of 'upward distortion of information' has a statistical
mean of 2.87, so it is the lowest and indicates low risk in information
distortion. Thus, communication distortion is not observed in this data.
Rather, communication does not seem distorted but seems normal in terms

of the CR scales.
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The four CR scales about face-saving show a similar tendency to the
previous ones, and so do the two CR scales of competition. As a whole,
most of the CR scales indicate moderate scores. This indicates that the
survey participants view of communication risks are not high but low in
this data set. In other words, perceptions of communication risks are not
zero and still demonstrate potential as long as CR scores do not show low
scores. If risks are low in organizational communication, it is reflected on

low scores in CR scales.

Table 4: Correlation Matrix: CR Scales at Organizational Level

“» @ 6 @& 6 6 O @ MDl

(1) Group

Cohesiveness

) Concertive g
Culture/System
Organizational o .

B Politics -

Low S-S

Interactions

(5) Low Intgr—Group
Interactions

(6) Individual
Face-Saving

M Organizgtional
Face-Saving

-4e 21 23

-o4r 39 38%F 46

-1o%*  28% 27 11 12%

-4 a4 6T 32" Bl 3T

(8 Sompetitive 5T B0% 63 38" 51 a9% 7o
ystem
MD 1 L18% 10" 1% 07F A1 10" .18 11
MD 2 04 03 03 .03 .03 00 .04 03 A4

* Correlation is significant at the 0.05 level (2-tailed).
** Correlation is significant at the 0.01 level (2-tailed).

A Pearson correlation coefficient was calculated for CR scales, and a
correlation matrix was examined for both organizational and individual
levels. First, looking at the organizational level, I am going to analyze each
matrix in terms of D organizational identity, @ communication distortion,

® face-saving, and @ competition. In the measurement of organizational
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identity, it is interesting that group cohesiveness has a strong negative
correlation with other constructs (see Table 4). Except for individual
face-saving culture, it has more than .40 in strength. On the other hand,
concertive culture has a positive association with all other constructs.
Particularly, it has the strongest correlation coefficient (r = .77) with
organizational politics. Cohesiveness is considered as a positive perception
in organizational identity, while participants don't prefer concertive
culture. Such reverse relationships between these two emerge in the
matrix, so cohesiveness is a favorable cultural factor that has potential
power to remedy communication distortion, face-saving, competitive
systems. Concertive culture, on the other hand, has the potential power to
facilitate other communication risks whereas organizational politics may
be strengthened by concertive culture in particular. Thus, these two
cultural aspects of organizational identity have a strong influence with
other CRs.

In the measurement of communication distortion, low intergroup
interactions show a strong positive association with low supervisor-
subordinate (S-S) interactions (r = .46). It appears that low levels of
interaction in organizational culture influence each other in intergroup as
well as interpersonal relationships. In the measurement of face-saving,
individual face does not have a correlation with other CRs, but organiza-
tional face has a relatively strong association with concertive culture,
politics, and intergroup interactions. In particular, the relationship
between organizational face and competitive systems has the second
highest coefficient (r = .72). The organizational aspect of face-saving
culture has a powerful influence to other CRs. In addition, competitive

system demonstrates a similar trend to organizational face-saving culture.
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Table 5: Correlation Matrix: CR Scales at Individual Level

(1) (2) @) 4) () (6) (n  MD1

(1) Organizational

Identity
(2) Tacitness =21

Upward o o
®) Distortion -38 A7
(4) Sectionalism 239 39% 39*
(5) Individual 0% 4% 03 .01

Face-saving

(7) Competitive 21 10" 16% -12% .33 33
Behavior
MD 1 L16% 15 18 6% 127 04 .20
MD 2 LA 09% .09 13 13* 03 25" A4

*

Correlation is significant at the 0.05 level (2-tailed).
** Correlation is significant at the 0.01 level (2-tailed).

Here a correlation matrix is examined for individual level (see Table 5).
The Pearson correlation coefficient seems to be moderate, and these scores
are lower than the matrix of organizational level. There are some
informative results found in this data set as follows. In the measurement
of organizational identity, negative associations with other CRs (tacitness,
upward distortion, sectionalism) can be identified in organizational identity
scale (—.21, —.38, —.39 respectively). This tendency is similar to what we
found with cohesiveness scale at the organizational level. However,
organizational face-saving behaviors and competitive behaviors have
positive and strong correlation (.61 and .21 respectively). Particularly, the
correlation coefficient between organizational identity and organizational
face-saving shows the highest value in the matrix. In addition, the
tacitness scale has a relatively strong correlation with upward information

distortion and sectionalist behaviors. Thus, strong organizational identity
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facilitates organizational face-saving behaviors, while tacitness facilitates
communication distortion. On the other hand, strong identity may remedy
tacitness since their relationship is negative. Namely, if someone has
strong organizational identity, he or she may not keep silent but speaks
out with objection in case of injustice and misconduct. In the measurement
of communication distortion, the relationship between sectionalist behav-
iors and upward information distortion has relatively strong correlation
(r = .39). The individual face-saving behavior scale has no strong correla-
tion, but the organizational face-saving scale has a moderate association
with the individual face-saving scale (r = .41) and competition scale (r = .33).
The competitive behavior scale shows a moderate correlation with individ-
ual face-saving (r = .33). Thus, in this quantitative observation, CR scales
of organizational identity and tacitness appear to have a relatively strong

impact on other CRs.

Table 6: Correlation Matrix of CR: between Organizational Climate and Individual Behaviors

Group Concertie  Org. Low S-S Low Ind. Org. Comp.
Cohesive Culture Politics Inter. Intergroup Face Face System

Org. BATE_8TE _3QF _33er _ Aqer _19%F 8% 3w
Identity
Tacitness S18F 12 08 0TF 18% _09% L 11%¢ 2%
LD].pWa“.1 L26F 130 15T 9T 9e% 02 .21 23%
1stortion
Sectionalism S19% 8% 11 12% 28" 05 14% 119%™
Individual

F . .03 07 .04 -05  -.03 07 .03 -.03
ace-saving

Organizational 367 927 _al* _21% .31 -05  -31* 39"
ace-saving
Competitive A5% 03 01 -14% 127 03 -06  -10%
Behaviors

* Correlation is significant at the 0.05 level (2-tailed).
** Correlation is significant at the 0.01 level (2-tailed).

In Table 6, the correlation coefficient is examined for the relationship

between organizational and individual variables. The strongest correlation
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emerges between organizational identity and cohesiveness scales (r = .54).
These may have a mutual impact on each other since it shows a positive
correlation. The organizational identity scale, on the other hand, has a
moderate negative association with concertive culture (—.37), organiza-
tional politics (—.39), low S-S interactions (—.33), low intergroup interac-
tions (—.44), organizational face (—.48), and competitive systems (—.53).
Clearly, organizational identity has strong associations with most cultural
aspects of CRs. In terms of organizational level, there are some CR scales
that have mild and weak correlations, such as cohesiveness, competitive
system, organizational face-saving culture, and low intergroup interac-

tions.

Moral Disorder

In order to assess people's perceptions of ethical balance between
economic efficiency and social responsibility, we administered two types of
scales (MD1 and MD2). Reliability is examined for MD1 on the sample
(n=1069) since MD2 does not take such psychometric procedure. Cronbach's
alpha (a) was yielded for reliabilities of MD1 (a=.66) that is composed of
four items (seven-point Likert scale). It is not high, but is used as one of the
measurement instruments because two instruments enhance measurement.
The statistical mean of MD1 is 2.99 (SD=1.08), so it shows that participants'
choices are relatively inclined toward the social responsibility side (see
Table 3). However, the statistical mean of MD2 is 62.36 (SD=12.09). Since
the middle of this score is 60, it shows an opposite tendency to MDI;
participants' choices are relatively inclined to the side of economic effi-
ciency. It is therefore necessary to consider the gaps between MDI1 and
MD2.

Both MD1 and MD2 are observed in correlation with the CR scales. In

terms of organizational level (See Table 4), MD1 has a very weak



Organizational Identity in Communication Risk:

Studies of Japanese Corporate Misconduct (25) — 177 —
correlation with other CR scales, but has no correlation is identified with
MD2. The correlation between MD1 and Organizational face-saving
culture (r = .18) is weak but has the highest coefficient. In terms of
individual level, MD1 has a weak association (from .12 to .20) with most CR
scales (See Table 5), except for individual and organizational face-saving
behaviors. MD2 has a similar but little bit weaker tendency (from .09 to
.25). An interesting result is identified for the organizational identity scale,
which shows only negative correlation coefficients (—.16 for MD1 and —.
11 with MD2). Moreover, the scale of competitive behaviors shows
moderate strength but is the highest of seven (.20 in MD1 and .25 in MD?2).
Participants' values and ethical choices in either economic rationality or
social responsibility are more or less linked with their behaviors in

competition, rather than other communicative behaviors.

DISCUSSION & IMPLICATION

In this last section, I will analyze the quantitative data for this JCM
project to investigate how organizational identity influences other factors
of communication risks and ethical problems in the workplace. There are
some important findings and limitations in this quantitative study.

When considering Research Question 1, the CR scales make an
important contribution from a quantitative perspective. Organizational
identity has significant relationships with other communication risks at
both organizational and individual levels. In terms of correlation coeffi-
cients, the association with CR scales at the individual level appear to be
both positive or negative. Here, negative relations with communication
risks can signify a good sign or a remedy for deterring misconduct. In
other words, when organizational cohesiveness works well in an organiza-
tional culture, it may help to deter misconduct. On the other hand,

concertive culture and organizational politics are recognized as having a
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dangerous association in organizational culture. Similarly, organizational
face-saving culture and competitive systems are another dangerous
combination. These four CRs (concertive culture, organizational politics,
organizational face-saving culture, and competitive systems) should be
carefully examined in organizational culture. These risk factors have
mutual effects which serve to escalate each other, so that they can create a
negative synergy that leads to business scandals when these factors are
combined.

At the individual level, organizational identity works as a remedy to a
certain degree. Namely, people can speak out if a company makes a
dangerous decision. Thus, considering Research Question 2, organizational
identity has a determent role over the other communication risks, in
certain cases. Neverthless, there is a great risk when it is combined with
organizational face-saving and competitive behaviors. Here, organizational
identity works as a driving force to escalate risks when the factors of
face-saving and competitive behaviors are in play. In short, paradoxically,
organizational identity is both a crucial factor for determent and an
accelerator for communication risks of business scandals.

Moreover, there are significant risks among 'tacitness', 'upward
information distortion’, and 'sectionalism' that have emerged in JCM cases
(Kiyomiya et al., 2006). When corporate misconduct has involved deceptive
communication (information manipulation and concealment), tacitness
enhances the communication risks of information distortion and sectional-
ist behaviors. The dangerous triangle among these three factors (tacitness,
upward information distortion, and sectionalism) has mutual effects which
facilitate communication risks and may lead to misconduct.

Clearly, CR Scale is useful and effective as a quantitative analysis tool
in JCM. It can be used to assess a specific company and is an effective

instrument for measuring organizational change and development in a
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practical sense. While is still under development as a sophisticated
diagnostic tool; individual and organizational levels are used as X-Y axes
and scores are plotted on them. Although the CR Scale is a useful
instrument, it has its limitations. In particular, when considering the
issues about distorted communication, the data shows that communication
distortion scales have low risks. If data is collected for a single organiza-
tion, the result may change. In addition, it is difficult for a quantitative
approach to measure the dynamic aspects of communication risks which
rely highly on context. Distorted communication can be identified with
different approaches, such as qualitative methods. Qualitative data can
supplement the limitations of quantitative analysis.

A part of my conclusion is that corporate misconduct is widespread
and usual. Although this sounds similar to a claim by Anand, et al (2005),
I pay attention not to socialization processes but to the permeation of
market mechanisms. If corporate misconduct results from socialization
processes and rationalization tactics, it is considered as error or mistake of
management. If misconduct is related to market mechanismes, it is not only
usual but also self-evident in capitalism as a culture. In other words,
misconduct is neither an error nor a mistake in modern management but
arises naturally in capitalistic market systems. When competitive culture
and behaviors are connected with organizational face-saving, it indicates
that Japanese organizations emphasize corporate reputation and saving
face in accordance with competitive gains. There is positive effect with
enhancing team efforts but simultaneously there is potential risk that can
lead an organization to wrongdoing for the sake of organizational
competitive gaining. Thus, I can conclude that market mechanisms
transformed organizational identity negatively through  protective
corporate reputation behaviors and organizational face-saving in Japan.

The MD Scales show two different indications; MD1 shows that
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participants emphasize the social aspect of organization but MD2 shows
that they tend to choose economic rationalization. In regards to this
quantitative measure, I could not reach a clear conclusion, unfortunately.
I recognize that MD Scale should be improved in the future. However, even
though these two scales show slight differences, in multiple choices of MD2,
respondents at least choose the options of economic rationality as a higher
priority. It is small evidence that people are inclined to behave on the basis
of economic efficiency, which may lead to JCM cases. Alternative research
may more clearly illustrate the effects of an imbalance between sociality
and economic rationality.

Moreover, some constructs of CR have somewhat low reliability, so
that questionnaires must be improved through repetitive studies. In this
paper, I explored whether people's daily communication embraces some
risks for corporate misconduct. We found that some factors of communica-
tion risks are very significant driving forces, such as the triad of tacitness,
upward information distortion, and sectionalism at the individual levels.
At the organizational level, such factors as concertive culture, organiza-
tional politics, organizational face-saving culture, and competitive systems
emerged as important communication risks when they were combined.
Finally, organizational identity has the role of determent when it leads to
whistle-blowing, but it works negatively with face-saving factors and
competitive behaviors. It is therefore both a key factor for determent and
a driving factor for communication risks of business scandals.

My ongoing research project of OCM continues to observe modern
management critically with the goal of helping to improve society and

organizations.
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contribution to the field of communication studies that Prof. Imahori had

always had great concern with.
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NOTE

"An earlier version of this paper was presented at the annual convention of the
European Academy of Management (EURAM), Paris, in 2007.

*Tt is interesting that such similar phenomena have emerged across industrial nations
(Ministry of Economy, Trade and Industry (METI, 2004), and many Western countries
acknowledge that serious corporate misconduct impacts on industries.

* There is a similar term, organizational identification, and here I do not substantially
distinguish these terms.

*"Discourses are thus texts and communicative practices that function within certain
'‘truth games' (rules for what counts as true or false), defining the subject and
submitting him or her to processes of normalization" (Mumby, 2001).

’ It is supported, in part, by MEXT (Ministry of Education, Culture, Science, Sports, and
Technology), KAKENHI 15530360.

’ This paper results from the second study. The third study is not described here due to
page limitation. A focus of the third study is on various issues of corporate social
responsibility, and we collect data from top executives of small and medium-sized
enterprises by questionnaire.

" Yukijirusi Nyugyou (Snow Brand Milk Products Co.) provided me an interview
opportunity (Kiyomiya et al., 2006).

® There have been important discussions about differences between organizational
culture and climate (Denison, 1996). While organizational culture is often recognized as
the symbolic nature of shared meaning, organizational climate is recognized as
measurable in members' perception levels.

 We were afraid that the same persons answered both versions of questionnaires.
Therefore, ARMJ announced not to respond if one had already answered in the first
survey.
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