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1 Rio Tinto Japan 2– Teaching Note 

________________________________________________________________________________________________ 

Conor Vibert developed this teaching note to guide the use of the multimedia case entitled Rio Tinto Japan 2 for instructional 

purposes.  It is not the purpose of this material to serve as an illustration of how to effectively or ineffectively address a managerial 

situation.   

 
Copyright @ 2014, Acadia International Executive Insight Series  

______________________________________________________________________ 
 

SUMMARY  

 

Dermot Vibert, a Manager with Rio Tinto Japan has a lot on his mind.  He is observing a situation where 

a foreign supplier of pig iron is dealing with a Japanese distributor with which it has had a long term 

relationship.   The distributor sells pig iron to over 100 Japanese clients.  The distributor wishes to 

continue buying and selling in Yen while the foreign supplier preference is for transaction to be U.S. 

dollar denominated which is the currency that it generally uses for market transactions and accounting 

purposes.  Vibert is curious as to the best path forward for the foreign supplier. Advice is being sought as 

to how to proceed in resolving this real life issue. Students are offered access to a set of transcribed video 

clips that outline the issue and its cause along with providing context for the issue.  In order to arrive at 

alternative solutions and justify their choice of a solution, students are expected to use sources of 

information not found in the case to gather needed evidence. 

 

KEYWORDS  

 

• Currency Risk, Mining, Japan 

 

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 introduce students to the global mining industry. 

• To create awareness of the implications of currency fluctuations  for managers 

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

Sheehan.   
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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 

 

For the issue outlined in the case, students can be asked to identify a set of alternatives available to 

organization or interviewee, suggest a solution and then explain why they chose that solution and not 

others.    Other questions that will help students prepare for their case analysis include:   

 

• Who are Rio Tinto’s major competitors? 

• What are some trends currently occurring in the mining industry? 

• What are some common risks facing mining companies? 

 

CASE ANALYSIS 

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

• A foreign company is facing a challenge in Japan. The profits associated with selling the 

High Purity Pig Iron to the distributor of 35 years are down significantly due to a lower 

market price per tonne and sales that are denominated in Yen as opposed to U.S. dollars. 

(Note the company sells in U.S. dollars in other markets). This is no small issue for the 

company as this distributor supplies the product to almost one hundred foundries in 

Japan. So what should the company do? The company is a long term player in Japan and 
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values long term business relationships over short term spot sales. At the moment, 

worldwide demand for high purity pig iron is down as is the general state of the 

economy. The market driven per tonne selling price of pig iron has decreased 

dramatically in line with the worldwide downward trend in metallics caused by reduced 

demand in China. The distributor, a manufacturer of foundry consumable products, sells 

the company’s high purity pig iron together with their own line of products, both 

mutually compatible and attractive as a package for foundry customers. The distributor 

employs metallurgists who are experts in foundry raw materials. The relationship has 

been mutually advantageous for both the company and the distributor over the years. 

Furthermore, the number of similar manufacturers who can package the company’s 

product with their product line is few. The distributor refuses to purchase in U.S. dollars 

claiming that their business conducted with the end customer is all in yen. They want to 

minimize their currency risk. Recently the U.S. Dollar has appreciated dramatically 

against most global currencies, include the Japanese Yen. A year ago the Yen was 80 to 

the US Dollar 

 

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.   

• Rio Tinto is a very large global mining company. 

• Rio Tinto Japan is a subsidiary of Rio Tinto with a staff of 27 employees in one office in Tokyo, 

Japan. It facilitates sales. 

• Rio Tinto’s clients are located throughout Japan.   

• The Japanese foundry industry has a history spanning one thousand years, is very 

conservative in nature and is very difficult to penetrate.   The foundry industry recognizes 

the prices set by the two domestic suppliers as being the market price. 

• There are two dominant foreign suppliers of pig iron to Japan.  Industry participants 

generally will not deal with other suppliers because of historical quality issues and delivery 

problems 

Researching information sources other than the content of the cases, such as the Rio Tinto website or the 

CIA’s The World Factbook website should enable students to garner the following insights: 

• Japan is the second largest market for Rio Tinto products after China. 

• As a mining company, employee safety is a top priority at Rio Tinto. 

• Although English is the primary language of business for Rio Tinto, in Japan it deals with its clients 

in Japanese. 

• In Tokyo, subway and rail is to predominant means by which individuals commute to work 

 

With this information in hand students can be challenged to identify an analytic framework that will help 

them organize their thoughts.   
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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 which are also summarized below and 

found in the Alternatives video clip. 

• The company has basically five alternatives. One, they could sell less pig iron to the 

client. Two, they could sell to the client in dollars as opposed to yen. Three, they could 

sell to a different distributor and drop the existing one. Four, they could hedge the 

currency. Or, five, they could optimize the ocean freight cost through large volume 

shipments and by using one port in Japan as opposed to two. 
 

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. 

 

• The company could choose to sell less pig iron to the client in Japan. They would not 

stop selling but they would sell less therefore allowing them to gain higher returns in 

other markets where they sell in U.S. dollars.  They could also optimize the shipping 

arrangements. This is probably the easiest way to earn back some of the lost returns.  You 

have to remember that the company has been in business for quite a long while and wants 

to remain in business for quite a while. The Japanese market is a very solid market that 

values relationships. So the worst thing that could happen would be to drop the agent or 

stop selling outright.  The choice was made to not sell to the client in dollars because this 

had the possibility of ruining the relationship. It is very possible that the current 

distributor would balk and refuse to buy. They would not choose to sell to a different 

distributor because the relationship between distributor and customer with a product takes 

many years to develop.  If you try to move in with a new product overnight, it is very 

unlikely that success would happen as the company wanted it to happen.  Finally the 

choice not to hedge could be argued as one of currency risk being too great.   It is better 

just to follow market trends and it is easier to explain to customers. 
 

 

 

SUGGESTED COURSES 

 

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

include: 

 

• International Business 

• Finance 

• Strategy 

 

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).     

 



Rio Tinto Japan 2 

 

5 

 

Students interested in learning more about industries in general might make use of numerous online 

information sources some of which are noted below.  

 

• Export Development Canada, http://www.edc.ca/EN/Knowledge-Centre/Economic-Analysis-and-

Research/Documents/currency-risk-management.pdf. This article discusses how fluctuating 

exchange rates are a major problem for trade-engaged businesses and how most firms manage 

exchange rate risk to protect their profit margins on export sales. 

• Export Development Canada, http://www.edc.ca/EN/Knowledge-Centre/Economic-Analysis-and-

Research/Documents/managing-foreign-exchange-risk-guide.pdf. This document provides an 

introduction to the subject of foreign exchange risk. It provides information on why it makes 

sense to reduce exposure to currency risk, as well as the common techniques and instruments that 

can be used to mitigate risk. 

• High Beam Business, http://business.highbeam.com/industry-reports/mining/iron-ores 

Industry Reports - Iron Ores 

• International Trade Administration, http://trade.gov/media/publications/pdf/tfg2008ch12.pdf. 

This discusses foreign exchange risk and ways to manage exposure.  

• Investopedia, http://www.investopedia.com/articles/forex/021114/exchange-rate-risk-economic-

exposure.asp. This source discusses exchange rate risk and mainly focuses on economic 

exposure. 

• Value Line http://www.valueline.com/Stocks/Industry_Report.aspx?id=7249#.VcOjUPn09fA 

Metals & Mining (Diversified)  
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