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SUMMARY  

• Sanchemipha Co Ltd. is a manufacturer of consumer chemical products in Sendai, Japan. 
The company is facing the primary issue of not having enough knowledge and expertise 

in order to provide higher quality standards to their customers. Sanchemipha has a 
competitive advantage in their industry of operation. The company has excess capacity 

due to lost customers in the 2011 Japanese earthquake. In order to increase orders and 
minimize excess capacity, Sanchemipha must improve quality standards.   

 

KEYWORDS (Keywords from the case) 

 

• Disaster Management 

• Make Vs. Buy Decision 

• Quality Improvement 
 

CASENET VIDEOS 

 

Each video in this multimedia case features a segment of an interview with one of the 

organization’s key decision makers. The videos describe: 
1. the Issue facing the individual or organization 

2. the Cause of the issue 
3. Background information for the individual, organization and industry 
4. Alternatives for addressing the issue 

5. A suggested Solution and justification 
 

Transcriptions for each video are also available.  Students may not access the Alternatives and 
Solution videos or transcripts. 
 

OBJECTIVES FOR TEACHING 

 

There are a number of instructional objectives for this case.  
 

• To enhance the decision-making skills of students by having them address a real life issue 
faced by managers of Canadian or international companies.       

• To provide students with a brief introduction to the Japanese cleaning chemicals industry. 

 
1 The Author wishes to thank Jun Terui for his support of this project. At Acadia University, thanks are in order for Dave 

Sheehan.   



 
 

• To offer students an opportunity to analyze a situation using concepts that illustrates 
SECI model of knowledge dimensions. 

 

POSSIBLE TEACHING STRATEGY 

 

This case is ideal for in-class case analysis or as an assignment. Assuming an 80-minute class, 

here is an approximate class schedule: 
 

Time 

(Minutes) 

Task 

5 Introduce case and divide students into groups. 

15 Students view Background case videos and make notes. 

5 Instructor plays the Issue and Cause clip(s). 

25 Students identify alternatives, a solution and rationale. 

20 Instructor guides a discussion around alternatives, solution and 
rationale. 

10 Instructor plays the Alternatives and Solution clips.  

 

If the case is used as an assignment, the instructor may want to focus assessment on: 
1) Decision-making process. The instructor would evaluate writing style, appropriateness 

of information sources, alternatives, solution and rationale. This approach recognizes that 

the alternatives and solutions offered in the case are not necessarily optimal, and other 
choices may be equally effective. Students can be rewarded for their selection of decision 

making approaches, analytical frameworks and cited reference material. 
2) Outcomes. The instructor would evaluate how closely student responses match those 

offered in the Alternatives and Solution video clips. Or, the instructor could use the 

insight of an existing research paper or analytical framework as the basis for judging 
outcomes. 

3) A combination of process and outcome. The instructor may apportion the grade 
between process and outcomes.       

  

POSSIBLE QUESTIONS FOR ASSIGNMENTS 

 

Students can be asked to identify a set of alternatives to address the issue outlined in the case, a 
solution and rationale. Other questions that will help students prepare for their case analysis 
include:   

 

• What can companies do in order to obtain knowledge? 

• How should a company manage a disaster? 

• How do companies improve quality, and whom must them contact? 
 
CASE ANALYSIS 

Issue: The Issue and Cause video clips outline the problem or challenge of the case.  

• Six months ago we came to the realization that we had to increase the quality standards of 



 
 

our manufacturing processes in terms of hard and soft procedures. The issue for us was to 
figure out how we could acquire the knowledge to implement these changes to our 

quality standards (Casenet, 2015). 

• This is important for our company because we are a manufacturer located in the 
Northeast area of Tohoku Prefecture. In this area we are pretty unique for this industry. 
We have a competitive advantage. If can we increase our manufacturing quality 

standards, we know that we can get more customers. We lost several important customers 
after the earthquake. They were affected by the tsunami. We currently have excess 
capacity. We would like to get new orders to reduce this excess capacity. But to get those 

orders we need to have a higher standard of quality (Casenet, 2015). 
 

Analysis: 

To start their analysis of the case, students should view the Background video clips.  These clips 
should help students grasp the following points or case facts.   

• Sanchemipha is in the alcohol related chemical business, not for drinking but for the 
industrial chemical industry. We formulate hospital use disinfectants, sanitizers for food 
processing, and disinfectants for the veterinary business, etc. What is unique about our 
company is that we produce pharmaceutical grade, food grade and veterinary grade 

products (Casenet, 2015). 

• We purchase the key ingredients or chemicals from suppliers that can be domestic or 
foreign and we formulate it. In terms of specific guidelines we sometimes need approval 
from the government. We then formulate it and deliver to the customers. We sell 

sometimes under our own brand name and we also manufacture as an OEM, private label 
basis (Casenet, 2015). 

• Our customers are hospitals, food processing companies and services and veterinary use 
not for companion animals or pets but livestock (Casenet, 2015). 

• In terms of the hospital business, competition is tough. The size of the market is not large 
and is roughly forty or fifty million U.S. dollars per year. We compete with forty other 
companies (Casenet, 2015). 

• For hospital use we are under control of the Ministry of Health and Welfare in Japan. For 
food processing factories the Ministry of Health and Welfare also plays a key role. In 

terms of veterinary use, the Ministry of Agriculture and Fishery plays the key role in 
regulating this sector (Casenet, 2015). 

Researching information sources other than the content of the cases should enable students to 
garner the following insights: 

• Customers: Sanchemipha has several main customers including, hospitals, food processing 
companies, and agriculture. A problem that Sanchemipha is currently facing is that as a result 
of the earthquake/tsunami that was experienced in 2011, they have lost several valuable 

customers and now face excess capacity. Sanchemipha must focus on increasing orders in 
order to increase profits and reduce their excess capacity. Additionally, Sanchemipha should 

focus on implementing and maintaining a strong logistics system in order to maintain their 
current customers (Acadia University, 2015). 



 
 

• Resources: Sanchemipha receives its products through a combination of outsourcing from 
domestic and foreign suppliers. Their products are then formulated by combining the 
ingredients and chemicals. The product is then delivered to their customers under the 
Sanchemipha brand name or the private label OEM.  

• Industry Trends: On March 11, 2011 Japan was hit with a devastating earthquake. After the 
natural disaster, KPMG released an issue and insight document titled, The Japanese 

Chemical Industry: Finding the Right Path. The initial impact on the Chemical Industry was 
equally devastating and according to KPMG several plants were forced to close around the 
country and numerous end market customers had to shut down their businesses. In the 

document, KPGM also addresses the key challenges that the industry now faces. Currently, 
Sanchemipha Co is facing excess capacity issues and according to KPMG they are not the 

only business as one the key challenges today in this industry is overcapacity. This is due to 
the sharp rise in competition from the Middle East and paired with the uncertainty of 
domestic demand. The industry must look at possible long-term opportunities to be able to 

survive the post disaster reconstruction process. (KPMG, 2011) 

• Regulators: If a company is operating in a consumer chemical product industry it must ensure 
that its products are within regulation before selling to consumers. With products that could 
have negative effects on people’s personal health, the company must make sure it is in full 

compliance. If the company is trying to change the quality of products or even produce new 
ones, it has the obligation to make sure that the changes and developments are in accordance 
with current regulations. The two main regulators the company must comply with are the 

Ministry of Health and Welfare in Japan (MHWLJ, 2015), and the Ministry of Agriculture 
and Fishery (MAFJ, 2015).  

With this information in hand students can be challenged to identify an analytic framework that 
will help them organize their thoughts.   

• One useful analytic framework that students could use is the Nonaka (1990, 1991) 
framework or SECI model of knowledge dimensions. This framework outlines how 

companies acquire knowledge.  

Effort focused on research coupled with analysis should enable students to present a series of 
options.  These can be compared to the options offered by the interviewee that are also 

summarized below and found in the Alternatives video clip. 

• Internalization: Hire professionals or train students to improve quality standards. The cost of 
this would be moderate. Hiring students is cheaper then professionals yet it takes time to train 
these individuals. The cost to hire a Japanese student $30,000 USD on average.  

• Turnaround Professional: Hiring a turnaround professional would provide a fresh, unbiased 
outlook that gives leadership the ability to make critical decisions to revitalize the company. 

The turnaround professional would allow them to analyze the situation, restructure the 
business and eventually allow the company to return too normal (Turnaround Management 
Association, 2015). Hiring a turnaround professional varies in cost based on the reputation of 

the professional, and the length of time required.  
• Do Nothing: There is always the option that Sanchemipha can rely on the market to allow 

their customers to rebound. If uncertainty in demand caused by the natural resource 



 
 

eventually returns to normal, the excess capacity can be solved by increased demand in the 
market. The opportunity cost is the major loss for the firm in this situation.  

• Acquire Knowledge by Merger or Acquisition: By purchasing a competitor in Sanchemipha 
industry, the firm can acquire efficiencies and technology to increase product quality and 

create more value for customers. The cost of this deal is entirely unknown.  
 

The Solutions video clip offers the interviewees’ solution to the issue along with a rationale.  
Highlighted below, this can be compared to the student response and explanation. 
 

• This is the solution to Sanchemipha’s quality standard problems. By doing nothing, the firm 
runs the risk of market demand not returning to normal and losing their customer base all 

together. The cost of acquiring knowledge through M&A is too high to be a feasible 
alternative in this situation. Internalization is a good solution, however, it make take too long 
and is not easy to implement. The best alternative and solution to the issue is to hire a 

turnaround professional. Although the costs may vary, it is optimal due to ease of 
implementation, increased quality and satisfied customer base while decreasing the slack 

resulting from excess capacity.   
 

SUGGESTED COURSES 

 

We suggest that this case would be suitable for a number of courses. These courses include: 

 

• Organizational Theory BUSI 2743 

• Organizational Behaviour BUSI 2733 

• Busi & Corporate Strategy BUSI 4953 
 
ADDITIONAL RESEARCH 

 

The case offers students opportunities to undertake interesting additional research.  
 

Students may want to delve deeper into how managers make decisions. Classic approaches to 
decision making include works by Cyert and March (1963) and Tversky and Kahnemann (1974).     
 

Students interested in learning more about the industry in general might make use of numerous 
online information sources some of which are noted below.  

  
*See attached references 
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