
Why Do Firms Delay Recalls? 

The Effects of Firm Type and Country of Origin 
on Time to Recall Defective Toys in the US.

-Sejal Tiwari 



Agenda

ÅLiterature Review
Å Research Gap
Å Theoretical Perspective

ÅHypotheses Development
Å Time to Recall

ÅMethodology
Å Results

ÅContribution
Å Implications 
Å Future Research



Literature Review

Globalization = complex supply chain 

Complex supply chain = Risk of safety standardization 

Risk of safety standardization = can cause death or harm 
(Chu, Lin, and Prather, 2005). 

In United States, CPSC may 
require to (in)voluntarily recall.

Cost estimated > $ 919 million  
annually in the U.S. (CPSC, 2017)



Research Gap

Recall Management

Feedback from Recall Experience

Stakeholder ReactionsAntecedents to Recalls Recall Characteristics

Å In 2013, an estimated 41,200 deaths and $39.8 million medically 
ǘǊŜŀǘŜŘ ƛƴƧǳǊƛŜǎ ǿŜǊŜ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ŎƻƴǎǳƳŜǊ ǇǊƻŘǳŎǘǎ ǳƴŘŜǊ /t{/Ωǎ 
jurisdiction. ό¢ƘŜ /ƻƴǎǳƳŜǊ tǊƻŘǳŎǘ {ŀŦŜǘȅ /ƻƳƳƛǎǎƛƻƴΩǎ wŜǾƛǎŜŘ LƴƧǳǊȅ 
Cost Model, 2018)

ÅCost estimated > $ 919 million  annually in the U.S. (CPSC, 2017)
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ÅProduct Recall:
ïRecall Management: 

ÅTime to recall, Remedy, Communications, Reverse Logistics 

Research Gap

Table 1: Literature on Time to Recall

Authors Outcome Studied Predictor / Context

Hora et al. 2011 Time to recall Design, supply chain position, recall 
strategy

Muralidharanet al., 2015 Time to recall Country of import

Eilertet al., 2017 Time to recall Severity and brand characteristics

Ni & Huang, 2018 Time to recall External, suppliers, design, models, 
experience

Majid & Bapuji, 2018 Time to recall Country of import

Organizational & Environmental Factors that influence crisis management 
response (Rhee & Valdez, 2009)



Research Question

άWhy do some product recalls get delayedέ 

ïSpecifically focusing on the reason of difference in time 
taken to recall defective products by different types of 
firms with a global supply chain?

Industry Country Time



Theoretical 
Perspective



Crisis
Management

Recovery
(Pearson & Clair, 
1998)

Organizational Response

(McLauglin et al., 1983;  Marcus & Goodman, 1991;  Siomkos& Shrivastava, 1993;  
Weiner, 1995)

Apology Denial

Conflict in Stakeholder Interests (Marcus  & Goodman, 1991)

Managerial Dilemma

Signaling Theory, Attribution of blame theory and Stakeholder salience model to  
understand  Managerial Dilemma for time to recall decisions

Theoretical Perspective



Time to Recall Decisions

Responsibility for Recall Crisis 
(Davidson & Worrel, 1992;  Smith, Thomas, & Quelch, 1986;  Chen , Ganesan, & Liu , 2009;  Hora

et al., 2011)

Faster recalls signalhigher responsibility for crisis

Theoretical Perspective



Faster 
Recalls

Higher Equity Erosion 
(Proactive Recalls) 
(Chen et al.,  2009)

Positive Consumer 
Perceptions    
(Mowen et al., 1981; 
Vasikolloplou et al.,  2009)

While extant research says that managerial decisions 
tend to be in favor of shareholders : I am using the 

stakeholder salience model to explain my hypotheses
(Jenson & Meckling,  1976;  Fama, 1981;  Shliefer& Vishny,  1997;  Jordi,  2010;  Segrestin& Hatcheul,  2011)

Managerial 
Dilemma

Theoretical Perspective



Hypothesis 
Development



Å Publicly traded firm, consumers become the more salient party because 
potential harm makes their demands urgent and legitimate (Bapuji, 2012)

Å Accordingly, these firms try to issue a recall quickly to signal to consumers that 
the firm values consumer welfare

Hypothesis Development

Hypothesis 1: Publicly traded firms recall defective products 
faster than privately held firms.



Å The country of origin of the suppliers in a global supply chain can have 
stereotypes associated with the quality of products (Samiee, 1994). 

Å Firms attribute product recalls driven by defect to be the overall perceived 
quality of the suppliers in the country from where they are sourced.

Å Firms use self-serving attributions and blame it on the perceptions of foreign 
ǎǳǇǇƭƛŜǊΩǎ ǉǳŀƭƛǘȅ ǘƻ ǘƘŜƛǊ ŀŘǾŀƴǘŀƎŜ ƛƴ ŎǊƛǎƛǎ ǎƛǘǳŀǘƛƻƴǎ(Bapujiand Beamish, 
2007 ;Chen, 2007).

Hypothesis Development

Hypothesis 2: Firms recalls faster defective products sourced 
from countries with low country of origin image.



Å Stakeholder versus shareholder predominance can alter the time taken to 
recall which in turn, signals acceptance or denial of responsibility 
(Hartman, 1987). 

Å However, the extent of accountability can be mended, given the country 
of origin of the supply chain players. 

Hypothesis Development

Hypothesis 3: Country of origin image moderates the 
relationship between firm type and time to recall i.e. Publicly 
traded firms recall faster than privately held firms, products 
imported from countries with low country of origin image



Operationalization of variable 

Type of Firm Time to Recall

Country of 
Origin

Independent variable Dependent variable

Moderating Variable

Stakeholder Salience 
Model Framework

Signaling Theory

Attribution of Blame Theory

H1

H2

H3



Research 
Methods



Example



Example



!ŎŎƻǊŘƛƴƎ ǘƻ /t{/Ωǎ нлмт 
annual report, 3 deaths 
and 249,673 treatable 

hospital emergencies was 
reported with the use of 

toys.

Recall distribution



Data Methods

Variable Source Method 
Time to recall CPSC recall notices Coded as per Hora et al., 2011
Public Company NASDAQ / Company WebsiteDummy Variable (Stock Exchange)
Country of Origin 
Image

Global Competitive Reports: 
World Economic Forum 

Reverse coded as per data from GCR

Research Methods

Å Time Frame: 2007-2018
ÅNumber of results: 404
ÅNumber of firms: 199 
ÅNumber of countries: 12 individual manufacturing countries; 8 combined
ÅAverage number of units: 424,712
ÅAverage price: > $11 million 

Time to Recall: Number of days elapsed from the time a product was first sold 
in the market to the date it was recalled (Hora et al., 2011) 

SOLD FROM (DATE) ςDATE OF RECALL 



Research Methods

ÅάLƴ ȅƻǳǊ ŎƻǳƴǘǊȅΣ Ƙƻǿ Řƻ ȅƻǳ ŀǎǎŜǎǎ ǘƘŜ ǉǳŀƭƛǘȅ ƻŦ ƭƻŎŀƭ ǎǳǇǇƭƛŜǊǎΚ ώм Ґ ŜȄǘǊŜƳŜƭȅ ǇƻƻǊ 
ǉǳŀƭƛǘȅΤ т Ґ ŜȄǘǊŜƳŜƭȅ ƘƛƎƘ ǉǳŀƭƛǘȅϐέΦ

ÅReverse coded for operationalization sake.

ÅNow, 1 = extremely high quality; 7 = extremely poor quality



Results



Variable Model 1 Model 2 Model 3

N 400 400 400

(Constant)
4.604*** 6.025*** 4.821***

(2.72) (.724) (.842)

Quantity
.106*** .117*** .124***

(.023) (.023) (.023)

Price
.059 .045 .049

(.046) (.046) (.046)

Experience
-.011 .007 .012

(.021) (.021) (.021)

Severity
-.041 -.027 -.034

(.039) (.039) (.039)

Design
.263* .228* .211*

(.109) (.109) (.108)

Supply Chain Players: Companies
.396** .289* .268*

(.126) (.130) (.129)

Supply Chain Players: Distributors
.42* .243 .232

(.133) (.139) (.138)

Publicly Traded Company 
-.267* 2.524*

(.118) (1.027)

Country of Origin Image  
-.253* -.042
(.121) (.143)

Public Traded Company x Country of Origin 
Image  

-.538**

(.197)

Year Dummies Yes Yes Yes

F-Value 3.498 3.626 3.896

R2 .142 .161 .177

R2 Change .116 .131

Results: OLS Reg.



Results: Interaction

Å Publicly traded firms will recall products faster when the country of origin image of 
the local supplier is lower. 


