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ABSTRACT

The product crises suffered by different brands are well-known. They have led to re-
calls, free product repairs and even to a complete withdrawal of a product from the
market. In some cases, only a specific market was affected, while in others the impact
was a worldwide one. In this study we analyse the latter: Mattel 2007, Toyota 2009,
Volkswagen 2015 and Samsung 2016. In all these cases, the companies managed to
overcome their crises and stay at or close to the top of the market. When collecting
data on each case, we look for the common factors and the keys to overcoming the
crises, in order to maintain the leading market positions, they hold. A clear conclusion
is the need for the company to take proactive control of the crisis and also develop the
future strategy such company will have to implement.
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1. INTRODUCTION

The objective of every company is to obtain profit in order to be able to
continue operating. Once this step is achieved, the company can move
on to pursue greater profits and thus try to become the best enterprise
in the industry. To do so, multiple aspects must be taken care of, such
as Production, Distribution, Sales, Communication, Marketing, Pur-
chasing, etc. All multiple aspects which might not be sufficiently
watched over in the race to become the best. This lack of attention,
supervision or control is common to all the recalls that can be observed
in different companies and markets (Souiden and Pons, 2009).

In some cases the companies should not be held responsible. This was
the case of Johnson & Johnson, with the external manipulations of the
Tylenol drug that caused 7 deaths in 1982 in the USA (Greyser, 1982
and Wilkerson, 1991), as well as the false rumours that Dasani water
(from Coca-Cola) was contaminated with Bromate in 2006 in Latin
America (Brooks, Cox and Anderson, 2009). In this scenario, as soon as
the innocence of the company is demonstrated, the latter regains its rep-
utation and returns to normal operation. However, the consequences
are very different when product failure is the company’s fault and when
the company itself must take action to solve the problem, as well as, in
certain cases, pay for the consequences of that faulty production (Jarrell
and Peltzman, 1985).

If we look back, several cases can be found in which this product fault
temporarily affects the organization, only for that to later respond in a
way that not only enables it to survive the crisis, but even to keep its
position at the top of the table (Siomkos and Shrivastava, 1993). It is
not easy to manage a situation of these characteristics, but it seems that
it is even more complicated to evolve in line with the market, so as to
ensure the continued presence of the product in it. It is here that the
idea for this article began and where the seed of curiosity was sowed to
understand and set our goals: Why was a company like Samsung able
to maintain its leadership even though its mobile phones exploded?

(Dholakia, 2016).
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The study of several situations will help us explore this field more
deeply; the facts, consequences, reactions and keys to the behaviour of
these companies in order to understand what they have in common and
what we can learn from them. The conclusions can be validated accord-
ing to the data collected together with the knowledge we now have after
the crises.

2. METHODOLOGY

The interest in the subject makes us search for a response on what has
been observed about the companies that suffer recalls and overcome the
crisis. Hence, this paper begins with the following hypothesis: overcom-
ing a product crisis is possible when the company implements the nec-
essary repair, control and change mechanisms in the organization, to
solve, compensate and improve the business trajectory. This mastery of
the situation is based on a business ethic of transparency, honesty and
good governance.

As a consequence, the objectives of this article are the following:
To find the keys to understand how to overcome a product crisis.
To determine how consumer confidence is restored.

To identify how to establish the bases for regaining one’s market posi-
tion.

The approach of the study is both peculiar and unique because it is fo-
cused on the observation of business activities and it is totally practical.
Its structure is reviewed below. The methodology based on "Case Stud-
ies" has been used by several authors (Dawes, 2012, Mills, Durepos and
Wiebe, 2010, Unluer, 2012 and Yin, 2013) due to its capacity to ob-
serve and analyse practical facts which are difficult to study in any other
way.

This methodology is imbued with several strengths. To study the reality
and details of a fact, in the actual circumstances, whilst taking into ac-
count all of its protagonists (Baxter and Jack, 2008). When the sample
is adequate and we can analyse it thoroughly, coincidences or exceptions
can be discarded, providing real conclusions (Baxter and Jack, 2008).
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And experience brings knowledge so that the study of what has hap-
pened helps us to learn. Experiential learning is a technique that is con-
solidated and valid today (Johansson, 2003).

Companies that have suffered product recalls and are responsible for
them. The cases must have global impact, not just repercussion in a
particular geographical market or area. As these are such large cases, the
headquarters or main company is responsible and will take the lead role
in fixing the situation. The following are all the cases that we have found
and studied up to the date of finalisation of this article in October 2017:

— Mattel 2007. Toys that had lead paint.

— Toyota 2009. Accelerator failure.

— Volkswagen 2015. Fraud in measurement of emissions of Ni-
trogen Oxide.

— Samsung 2016. Batteries that exploded.

3. CASE STUDIES

3.1. MATTEL, 2007

3.1.1. Key Dates

— July 2007: A European distributor discovered lead paint on a
toy (Story, 2007).

— August 2: Mattel withdraws 1.5 million toys made in China at
an estimated cost of $ 50 million (Reuters, 2007).

— August 14: Mattel withdraws 18 million toys made in China
due to dangers in the magnets. It is the biggest product recall
since 1998 (Reuters, 2007).

— September 5: Mattel announces the third recall of products
made in China (Kleinman, 2007).

—  September 12: Mattel CEO apologizes for the product recalls
(BBC, 2007).

— November 6: Mattel withdraws 155,000 toys made in Mexico

for fear that some small parts could break and cause suffocation
(BBC, 2007).
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3.1.2. Reasons for the crisis

— In summary, these may have been be due to different quality
standards between the country of production and the countries of
sale coupled with a lack of control over suppliers (Story, 2007).

— More specifically, suppliers in China decided to change the type
of paint used without informing Mattel and without Mattel hav-
ing the necessary controls in place to avoid this. Poor working
conditions in the factories in China and the fact that the employ-
ees and the managers of the suppliers did not understand that they
were governed by other types of rules and regulations that affect
production, only compounded this lack of control (Dee, 2007).

3.1.3. Losses suffered

$50 million (Baldas).

3.1.4. Successful response to the crisis
— At the end of 2007, Mattel shares rose 3.2% (Mattel, 2009).
— Increase of 6% in revenues in 2007 (Mattel, 2009).

— Prior to the crisis, the company, which had already been applying
a new model of responsible management, already had a founda-
tion of ethical governance, quality controls and relations with
suppliers, which it was therefore able to use to overcome the crisis
and recover from it quickly and efficiently (Dee, 2007; Hurley,
2012).
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3.1.5. Sales data
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Graph 1. Evolution of Mattel's net sales from 2005 to 2013
(created by authors from Mattel, 2009 & 2013)

The figures between 2007 and 2009 declined due to the global eco-
nomic crisis. The toy industry as a whole and Mattel as its leader were
both affected in their sales. In any case, Mattel did not stop being num-
ber one in sales during this time, so it cannot not be said that the lead
paint crisis made a big dent in its full profit and loss accounts.

3.2. TOYOTA, 2009

3.2.1. Key Dates

— August 2009: A Lexus sedan loses control due to a sudden accel-
eration problem and it collides, causing the death of its 4 passen-
gers (Allen & Sturcke, 2010; Devine et al., 2009).

— September: Toyota announces the largest recall in its history, al-
most 4 million vehicles in the United States, due to problems with
the accelerator pedals and foot mats (Allen & Sturcke, 2010).
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— December: Another car accelerates out of control. The 4 passen-
gers also die. The mats are discarded as the cause of the accident
because they were found in the trunk of the car (Fischer, K.,
2009).

— January 21, 2010: Toyota announces that it will recall another 2.3
million vehicles in the United States due to a potentially faulty
accelerator.

— January 26: Toyota confirms that it has suspended sales in the
United States and that it has stopped the American production of
eight models (Allen & Sturcke, 2010).

— February s: It is found that Toyota detected the accelerator failure
in the winter of 2008/09, but it was treated as if it was a quality
problem and not a safety issue. Toyota President, Akio Toyoda,
finally acknowledges there is a crisis (Allen & Sturcke, 2010).

— February 17: Toyota announces that it will install a brake locking
system on all future models worldwide. The US government re-
quires Toyota to file documents to show whether it has acted
quickly in the face of security problems in its cars (Allen
&Sturcke, 2010).

— December 2012: Toyota agrees to a fine of $17.35 million for
failing to report a safety defect to the United States government.
This was after the carmaker was fined a total of $48.8 million in
civil penalties in 2010 as a result of three separate investigations
into its handling of vehicle recalls (Koyitty, 2012).

3.2.2. Reasons for the crisis

In an accelerated expansion of the company starting in 2000, Toyota
was overly focused on increasing the sales and profitability of its car
business and did not pay enough attention to ensuring the production
quality of its products (Reuters.com, 2013).
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3.2.3.

3.2.4.

Losses suffered

In March 2010, net income was 18.95 trillion yen, down 7.7%
from the previous year. In terms of sales, the company experi-
enced a decrease of 330 thousand units (Toyota, 2010).

Toyota admitted it would suffer $ 2bn (£ 1.26bn) in additional
costs following the global automobile recall (Allen & Sturcke,
2010).

In the United States, the company was fined $ 17.35 million for
a security breach and $ 48.8 million in civil penalties (Koyitti,
2012).

It suffered the largest loss of market share in the history of the
United States up to the crisis (Reuters.com, 2013).

Successful response to the crisis

The problems with the vehicles were ultimately recognized
(Kim, 2015).

The failed vehicles were reviewed worldwide (Kim, 2015).

A new business strategy was developed and focused on (Kim,
2015):

o Improve the quality of their cars, making "even better
cars”.

o Improve the existing factories and stop opening new
ones.

o Incorporate a new model of work (Toyota New Global
Architecture) to improve the manufacturing of the cars
and to reduce costs by producing different models that
could use more common parts.
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3.2.5. Sales data
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Graph 2. Evolution of Global sales (in miles of units) of major groups of automakers from
2007 to 2016 (created by authors from the following annual reports: Fiat, 2007; Fiat, 2009;
Fiat, 2011; Fiat, 2016; Ford, 2011; Ford, 2012; Ford, 2013; Ford, 2016; General Motors,
2011; General Motors, 2013; General Motors, 2016; Hyundai, 2011; Hyundai, 2015; Hyun-
dai, 2016; Kia, 2011; Kia, 2016; Nissan, 2016; Renault, 2009; Renault, 2011; Renault,
2012; Renault, 2016; Toyota, 2016; Volkswagen, 2007; Volkswagen, 2009; Volkswagen,
2011 and Volkswagen, 2016. The Fiat-Chrysler Group
does not include Chrysler figures until 2012
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Graph 3. Evolution of the market share for the main groups of automobile manufacturers
from 2009 to 2016 (created by authors based on the following annual reports: Fiat, 2007;
Fiat, 2009; Fiat, 2011; Fiat, 2016; Ford, 2011; Ford, 2012; Ford, 2013; Ford, 2016; Gen-

eral Motors, 2011; General Motors, 2013; General Motors, 2016; Hyundai, 2011; Hyundai,

2015; Hyundai, 2016; Kia, 2011; Kia, 2016; Nissan, 2016; Renault, 2009; Renault, 2011;
Renault, 2012; Renault, 2016; Toyota, 2016; Volkswagen, 2007; Volkswagen, 2009;
Volkswagen, 2011 and Volkswagen, 2016. The Fiat-Chrysler Group does not include

Chrysler figures until 2012)

3.3. VOLKSWAGEN, 2015

3.3.1. Key Dates

— 2005: Volkswagen (VW) created the EA 189 engine to meet US
pollution standards to reduce nitrogen oxide (NO) emissions
(Blinch, 2017).

— May 2014: The California Air Resources Board (CARB) requests
explanations from VW about the inconsistency between NO val-
ues in workshop and road tests (Blinch, 2017).

— December: Volkswagen offers recalibration of the first and second
generation EA 189 engines as part of the regular maintenance ser-

vice, in the hope of passing CARB controls (Blinch, 2017).
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September 3, 2015: CARB and EPA (Environmental Protection
Agency) will not certify VW 2016 diesel engines, something nec-
essary to put the cars on sale. Only then does VW accept there
have been software malfunctions. (Blinch, 2017 and Cars.com,
2017).

September 18: The EPA issues a public notice warning about
VW's violation of the Clean Air Act and the existence of tampered
devices. This warning surprises VW because they had expected to
resolve the incident in a friendly manner and without it being
made public. VW admits that 11 million vehicles are affected
worldwide (Blinch, 2017).

September 21: Volkswagen Group stops sales of all four-cylinder
diesel cars of the Volkswagen brand, the Audi A3 and second-
hand cars. (Cars.com, 2017).

September 23: Volkswagen Chief Executive Officer Martin Win-
terkorn resigns, saying that this clears the way for a "new start" in

VW (Cars.com, 2017).

September 25: Volkswagen names Matthias Mueller, head of its
Porsche unit, as new CEO (Blinch, 2017).

March 29, 2016: The US Federal Trade Commission files a law-
suit against VW for false advertising (Blinch, 2017).

October 25: Volkswagen agrees to spend $ 10.03 billion on vehi-
cle repurchases and homeowners' compensation, as well as $ 4.7
billion on programs to offset excessive emissions and boost clean
vehicle projects (Blinch, 2017).

April 21, 2017: Regulators approve a criminal fine of $ 2.8 billion
(most of the $ 4.3 billion VW agreement announced in January
2017 with the Department of Justice) (Cars.com, 2017).

May 11: Federal Judge Charles Breyer of San Francisco approves
the $ 1.2 billion agreement between the VW Group, regulators
and homeowners to buy or repair about 80,000 vehicles. That
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3.3.2.

3.3.3.

judge also approved several agreements to pay the owners and les-
sors of the engines and the repurchase or repair of affected vehicles
or making a payment to their drivers (Cars.com, 2017).

Reasons for the crisis

At a company level, Volkswagen admitted that it had discovered
individual employee misconduct, weak processes, and in some
parts of the company, a culture which "tolerated breaching of the
rules”. VW recognized a "chain of mistakes" that began when the
company wanted to aggressively increase market share in US die-
sel engines and yet, due to budgetary and time constraints, learnt
already in 2005 that its first four-cylinder diesel would not be able
to meet US NO targets (Cars.com, 2017).

On an individual level: James Robert Liang, a Volkswagen engi-
neer, was charged and he pleaded guilty to participating in the
creation of the software of the device that manipulated the emis-
sions results. Furthermore, a former US regulator of Volkswagen
was arrested by the FBI on charges of conspiracy to commit fraud
(Cars.com, 2017).

Losses suffered

Volkswagen reported an operating loss of 4.1 billion euros in
2015, due to the impact of the 16.2 billion euros it had to pay for
the scandal on emissions (Blinch, 2017).

In April 2017 regulators approved a criminal fine of $ 2.8 billion
and in May 2017 Federal Judge Charles Breyer of San Francisco
approved the $ 1.2 billion agreement between the Volkswagen
Group, regulators and homeowners to buy or repair about 80,000
vehicles. The judge also approved several agreements to pay own-
ers and lessors of the engines and the repurchase or repair of af-
fected vehicles or the payment to their drivers (Cars.com, 2017).

In September 2017 the company reports that the total cost of the
crisis will reach $30bn, as an extra provision of $3bn (€2.5bn) has
been taken because fixing the faulty engines in the US is proving
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"far more technically complex and time-consuming” than ex-
pected (bbc.com, 2017).

— VW has not been fined in Europe because the same behaviour
was not illegal under European rules (Hakim, 2016).

3.3.4. Successful response to the crisis

— Volkswagen managed to get back into profitability the year after
the crisis, despite having taken tens of billions of euros of provi-
sions to overcome the costs relating to it. By the end of 2015,
analysts estimated that the company's shares would triple. In
2016, the company earned 5,144 million euros, compared to
losses of 1,582 million euros the previous year (Elpais.com, 2017).

— The agreements the company reached with consumers and the
US government provided an opportunity to begin rebuilding the
brand’s image in the United States (Meier, 2017).

— An efficiency and cost reduction plan was implemented (Tovey,
2017).

— A 10-year plan was introduced in 2015 with the aim of adapting
more to the market and becoming a reference in the electric car
segment, to demonstrate that diesel technology is a thing of the
past (Schmitt, 2016).

3.3.5. Sales data
See Graph 2.
3.4. SAMSUNG, 2016

3.4.1. Key Dates

— August 2, 2016: International press presentation of the Galaxy
Note 7 (Mufoz, 2016).

— August 19: The terminal reaches stores around the world
(bbc.com, 2016).
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3.4.2.

August 24: The first incidents reporting explosions of the Galaxy
Note 7 become known (BBC, 2016).

September 8: The United States Federal Aviation Administration
(FAA) issues a notice announcing that passengers should not
switch on or charge a Galaxy Note 7 aboard an aircraft. The Eu-
ropean Aviation Safety Agency makes a similar statement the fol-
lowing day (Brown, 2016).

September 10: Samsung asks consumers to stop using or exchange
their Galaxy Note 7 phones urgently after the "explosions" of bat-
teries (BBC, 2016).

September 12: Samsung’s share price sinks 7% in a single day on
the stock market in Seoul, the largest single-day fall of the year
(Elmundo.es, 2016).

October s: A plane in the US is evacuated after a Galaxy Note 7
explodes on board (Elpais.com, 2016).

October 14: The US Department of Transportation bans Sam-
sung Galaxy Note 7 phones on flights to and from the USA. Sam-
sung stops production of the Galaxy Note 7 (bbc.co.uk, 2016).

January 23 2017: Samsung communicates the official reason for
the failure in the Galaxy Note 7 (bbc.co.uk, 2017).

February 24: Samsung launches image campaign “Committed to
quality” (Samsung Spain, 2017).

March 3: Samsung group leader Jay Y. Lee will be tried for bribery

and embezzlement (Park, 2017).

April 28: launch of the Samsung Galaxy S8 (Titcomb, 2017).

Reasons for the crisis

Battery manufacturing: Initial reasons were given relating to the
voltage and poor quality of the battery components (Esteve,
2016). Subsequently, Samsung officially communicated that the
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3.4.3.

3.4.4.

problem was caused by insufficient insulation material within the
battery (bbc.com, 2017).

The rush to launch a new terminal before the iPhone 7 and to
dislodge Apple is likely to have impacted on the quality of the
phones (Esteve, 2016).

The quality problems caused by this rush to launch were com-
pounded by the poor labour conditions suffered by workers: The
International and Industrial Trade Union Confederation de-
nounced these poor conditions, especially those of Samsung SDI,
the company of the group that manufactured the Galaxy Note 7
batteries (Esteve, 2016).

Losses suffered
The damage to sales is estimated at $ 17 billion (Esteve, 2016).

Following the end of production of the Galaxy Note 7, the value
of the company was reduced by $ 19 billion (Cuthbertson, 2016).

Samsung lost market leadership to Apple in Q4 2016 and had
their worst market share performance since 2011 (Sui, 2017).

Samsung's market share declined 3.1% in the first quarter of 2017
(Gartner.com, 2017).

Successtul response to the crisis

The rapid and transparent reaction from Samsung admitting the
battery faults, removing the product from retail outlets, changing
and then stopping the production of the terminal (Lopez, 2017).

Samsung incorporated new security protocols in all its processes
and in the manufacture of its components. The company
launched an image campaign to communicate such protocols
(Lopez, 2017).

The launch of a new terminal (Samsung Galaxy S8) in less than a
year (Titcomb, 2017).
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3.4.5. Sales data
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Graph 4. Evolution of the market share of the main smartphone manufacturers
from 2013 to 2017 (Statista, 2018)

— Smartphone sales had their best quarter in over a year in Q4 2016,
recovering thanks to greater penetration in emerging markets
such as China and Africa (Sui, 2017).

— Apple smartphone sales had their best performance in over a year,
growing 5% in Q4 2016, just as Samsung’s declined 5% (Sui,
2017).

— The Android-based (like Samsung) Chinese companies Huawei
(internationally), OPPO and Vivo (in China) have been perform-
ing very strongly reaching record levels of market share in Q4
2016 (Sui, 2017).

4. RESULTS

4.1 KEY DATES

— In all of the cases studied (Mattel 2007, Toyota 2009, Volkswa-
gen 2015 and Samsung 2016) the company had to admit respon-
sibility for what had happened, set up mechanisms to solve the
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problem and repair the damage caused. Only the company itself
can lead this action and regain control.

— In the case of Mattel, it is observed that the rapid acceptance of
responsibility increases the speed with which the crisis is resolved
and reduces the impact of the consequences. Mattel controlled
the situation from the beginning in a proactive way, without wait-
ing for external agents to force their hand on the matter. Samsung
understood that its active leadership of the response was necessary
but did not stop production until five weeks after learning about
the problem, which had repercussions on its share price and on
future sales forecasts. In the two cases of Toyota and VW, they
took time to accept responsibility because the first internal warn-
ings of the problem were not heeded, since the companies did not
believe they were the cause of the problems. This led to significant
sanctions and reputation damage with their corresponding conse-
quences. In order to make the situation and its consequences less
toxic, it is important to take charge of it and get to the bottom of
the issue in order to know how to resolve it.

— In all four cases the US market has an active role in the conse-
quences and sanctions inflicted on the companies. Although the
impact is global and affects other markets, the US is the clear
judge and arbiter of all these situations. It is true that it earns this
right since the territory is both directly and significantly affected,
yet the rest of the markets follow its lead.

Once the company accepts responsibility for the product failure, the
next step is the stoppage of production or sale of the product. On the
other hand, one could think that the longer it takes to accept responsi-
bility for the fault, the greater the fine is likely to be.

4.2. REASONS FOR THE CRISIS

— In general, we find the crises were caused by insufficient control
in the business processes, whether that be caused by the suppliers
(Mattel 2007 & Samsung 2016), the employees (VW 2015) or in
production (Toyota 2009). This is even more the case recently,
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fuelled by the competitive race to launch new, more modern,
technological, innovative and appealing products.

— The management guidelines and its management of and account-
ability for quality are key to address possible problems or product
faults. In parallel to effective processes, it is also important to cre-
ate a holistic business culture oriented towards quality, ethics and
effective and realistic growth.

4.3, LOSSES SUFFERED

The losses are clearly linked to the consequences of the product failure.
We must differentiate between two types:

— The financial impact of the consequences on ongoing operations:
When management gains control of the situation and guides the
company in the right direction, it may be able to rebound to its
previous figures..

— Sanctions and fines: As the Toyota and VW cases show, sanctions
and fines affect that year's income statement, but do not neces-
sarily imply a loss of business or leadership.

It is necessary to accept the losses, pay for the mistakes and gather the
strength to move forward. The change in the business can mean a lower
growth in the medium term but is necessary in the long term.

Consumers are affected by product failures. Their reaction is immediate
and does not leave them indifferent, but it can also be observed that
their memory is short-term. Their ability to forgive is great and they
trust these companies again if they see an appropriate reaction from
them. Shareholders are harmed in this situation due to the decline in
value of the company. Their reaction will be to seek renewed profitabil-
ity and require the company to recover the lost momentum. That year’s
results will not be positive and everything will depend on the results of
the next balance sheet.
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4.4, SUCCESSFUL RESPONSE TO THE CRISIS

When it comes to dealing with a problem, crisis or loss, one’s attitude
is the difference. This means being aware of the role of the company in
the situation: taking responsibility and control, facing up to the conse-
quences and being a driver of change. The examples studied all share
that desire to move on and up:

— Mattel began processes and audits that gave it greater business
control.

— Toyota redirected its strategy from quantity towards quality.

— Volkswagen performed a complete restructuring and change in
strategic approach that allowed it to focus on more ambitious

goals.

— Samsung is focusing on its big competitor, Apple, with its first
smartphone that entails direct competition, in the knowledge that
its quality controls are more comprehensive than ever.

Turning a crisis into a moment of opportunity is possible and, in a way,
is the appropriate way to face a problematic situation, where the com-
pany should not look at the short or medium term but focus on the long
run.

4.4. SALES DATA

In all the studied cases, their market share is affected at the peak of the
crisis, though not all are in equal measure:

— Mattel. Their figures from 2007 to 2009 are not positive, but they
are not positive for the sector overall due to the global economic
crisis. In this sense, its product crisis did not significantly affect
sales, which gradually increased from 2009 to 2015, during which
time it remained the market leader.

— Toyota. Its growth stopped in 2009 due to the product crisis and
will not return until 2011, when it lost sector leadership to its
great competitor VW. Since then, it has remained in second place.
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— Volkswagen. The company reports great growth since 2009,
which stopped in 2015 when its sales fell. 2016 was positive again
but in a more discreet way.

— Samsung. In Q4 2016 Samsung suffered a clear loss of market
share and decline in sales, but its leadership of 2016 on an annual
basis continued in the first quarter of 2017 (Reisinger, 2017).

— Toyota suffered the biggest hit in sales due to the product crisis.
Its case is more extreme due to the consequences of the product
failure (human fatalities) and because its response to the crisis was
to change strategic focus from quantity to quality. The delay in
taking responsibility also did no favours to the car company.

The magnitude of the product failure can project the severity of the
possible consequences for the company. In cases where the repercussion
of the failure entails victims or significant changes in the style or philos-
ophy of the business, there will be a greater slowdown in sales. This does
not mean that the loss of sales and leadership will last forever, but per-
haps the business model underlying the growth ambition is lacking, and
the company needs to reconsider the needs of that model in order to be
able to execute it without errors and with sufficient controls.

Competitors are the great threat to our protagonists. Making a mistake
can give an opportunity to an adversary who knows how to take ad-
vantage of it. In Toyota's case it is clear: Volkswagen took advantage of
its growth momentum along with the Toyota crisis to take over the
number one ranking in the sector. Knowing now about the crisis that
VW suffered in 2015, gives rise to wonder if that race for success caused
the stumble that has recently stopped its ascendancy. Competitors can
take advantage of a crisis, but on a temporary basis. It is up to the pro-
tagonist himself to regain his position and recover what has been lost.

4. CONCLUSIONS AND DISCUSSION

The magic potion for success exists, which is why many entrepreneurs
and academics seek it (Wheelen et al., 2015, Woodside, 2016). Here are
the main ingredients of the potion to maintain business success follow-
ing a product crisis:
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Recognize one’s responsibility and seek the problem and its so-
lution. And the sooner the better. Not reacting in time, espe-
cially when the situation is critical, leads to more losses and even
more time to overcome the crisis. It is of little use to look the
other way and pretend that it is not one’s fault if the problem is
under one’s own roof. Everything that affects the company must
be taken into account and valued in the right way.
Significantly improve the quality of one’s products. This will
involve a review of the company and its whole business ap-
proach. Once the problem has been detected and solved, it is
time to understand where the business chain has failed and what
can be done to improve it. It is not for being satistied that it will
not happen again. The opportunity must be taken to learn from
the analysis carried out to as to understand how to improve the
entire business, putting it on a whole new level (Scandelius &
Cohen, 2016).

Coordinate and manage all departments in the new direction. It
is important that the review and implementation reaches all
parts of the company and that synergies are achieved to
strengthen its development (Brege & Kindstrém, 2019).

Show that the company has changed. The measures taken and
the scope of the new approach must be communicated. As part
of the recovery of one’s reputation, communication is key
(Manfredi-Sdnchez, 2017). First, an internal communication
that helps to set the course, then an external one as a demon-
stration of the change. With the right messages one can not only
regain one’s reputation but place the company in an even better
position than it was before (Koponena et al., 2019).
Consistently apply the new approach and be coherent with what
has been learnt. Do not deviate from this new direction or goals,
even if you start to see positive results in the short term. It is
important to stay true to the new path in order to avoid any
potential relapse. Of course, adjustments and improvements
will be needed, but the past should not be forgotten if one is to
learn from one’s mistakes.
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The race for leadership can distract us from important details
and bring important consequences. A competition is a mara-
thon, where long-term survival is the key, but there are also
sprints, where it is all about launching the best products as
quickly as possible. These are two very difficult challenges that
big companies must undertake each year. Business management
is complex and taking care of all the details is not always easy
(Eloranta and Turunen, 2016), thus mistakes unfortunately
very often occur. We have learned that it is best to avoid them,
in order not to regress, but what is more important is one’s sub-
sequent reaction and maintaining an adequate vision of the fu-
ture.

Know how to manage the different Stakeholders. The company
is surrounded by interlocutors: shareholders, employees, suppli-
ers, customers, competitors, etc. All of them are important to
the company (Ronnberg Sjodin, Parida, and Wincent, 2016)
and taking care of the relationship with them will help in diffi-
cult times. The application of a Corporate Social Responsibility
strategy in a company does not prevent possible crises, but it
helps in the recovery.

See an opportunity in the crisis and not a problem. In the face
of adversity, two postures can be taken: give up or overcome.
The predisposition to want to learn from one’s mistakes and
improve through them is an open-minded and winning mental-
ity that helps in overcoming and evolving in any situation.

The hypothesis of this article is correct: overcoming a product crisis is
possible. Being at the top of the ranking does not grant immunity. What
is important to always keep in mind is that it is consumers that are in
charge and who need to be listened to, be understood and be provided
with what they need or want. Staying humble and keeping an open
mind are good allies to endure.

We live in an era where the standards of good governance and long-
term business vision predominate and are the basis of business success
(Trevino and Nelson, 2016). From what we have seen here, they are
also therefore integral to overcome a product crisis. Our comparative of
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the different cases draws together and summarizes the keys that help to
overcome major product crises.

In another line of research, it would be interesting to find out the rea-
sons for the failure of companies that have not suffered product prob-
lems with recalls, but which product management has made them dis-
appear from the market. Whilst looking for the sample we didn’t find
any company that has disappeared due to a global recall. A possible fu-
ture research would be a paper where we relate the conclusions of this
article with the study of those companies that, without a major product
crisis, have not managed to maintain their position as market leaders or
have even ceased to exist. In particular, we could study the case of

Nokia, Blackberry, Pan Am, Kodak or Olivetti.
ABBREVIATIONS

CARB: California Air Resources Board.

EPA: Environmental Protection Agency.

GM: General Motors.

NO: Nitrogen Oxide.

US: United State of America.

VW: Volkswagen.
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