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Abstract

This study examines how firms restore moral legitimacy after ethical disruption within
interdependent and competitive networks. Existing research on trust repair emphasizes competence
and reliability, yet the behavioral processes that rebuild ethical integrity remain underexplored.
Conceptual analysis and semiconductor evidence support a multi-level framework that defines
ethical trust repair as moral resilience. The model identifies three behavioral mechanisms: relational
repair through moral dialogue and empathy, institutional reinforcement through accountability and
transparent governance, and systemic renewal through shared moral norms and collective learning.
Together, these mechanisms illustrate how organizations transform moral failure into behavioral
adaptation and sustained cooperation. Ethical resilience emerges as a proactive capability that
integrates moral reasoning with organizational learning and decision processes. By linking moral
cognition with responsible innovation, this research extends behavioral ethics theory and offers a
foundation for examining how moral recovery sustains long-term organizational legitimacy and
ecosystem stability.

Keywords: moral cognition; behavioral ethics; ethical resilience; trust repair; moral learning; decision
behavior; responsible business development; co-opetition; semiconductor industry

1. Introduction

In today’s high-tech economy, cooperation and competition intersect (Tidstrom & Rajala, 2016;
Klimas et al., 2022). Semiconductor firms face constant tension between sharing knowledge and
guarding proprietary technology (Huggins & Johnston, 2025). Recent incidents highlight this strain.
Intel hired a senior executive from Taiwan Semiconductor Manufacturing Company (TSMC), and
Tokyo Electron (TEL) allegedly misused TSMC’s two-nanometer process data (Lim, 2023; Kodama,
2025). These actions turned collaboration into crises of trust and legitimacy (Rondinelli & London,
2017). They endangered partnerships and revealed the weak ethical core of global innovation
networks (Chatterjee et al., 2023).

Business ecosystems depend on relational, contractual, and institutional trust (Pomegbe et al.,
2021). Acts of opportunism, data misuse, or boundary violations weaken these foundations (Romar,
2004). When trust collapses, firms face a moral challenge: preserving cooperation essential for
innovation while maintaining integrity (Sako, 1992; Amankwah-Amoah et al., 2018). Prior studies in
business ethics and inter-firm governance examine trust formation and moral responsibility but give
little attention to how organizations repair trust after misconduct (Kautonen, 2006; Brown et al., 2016).
This omission leaves limited insight into how firms recover ethically and rebuild legitimacy in co-
opetitive environments.

This study defines ethical trust repair as a moral and strategic process that helps organizations
restore credibility and collaboration after a breach of integrity (Gillespie & Dietz, 2009). Most
previous models treat trust repair as an interpersonal or dyadic issue (Lewicki & Brinsfield, 2017).
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Yet inter-organizational ecosystems involve broader dynamics where relational, institutional, and
systemic levels interact (Shipilov & Gawer, 2020). High-tech industries, built on deep knowledge
interdependence and opaque technologies, provide a rich context for examining these multilevel
processes (Brennecke & Rank, 2015).

Drawing on trust theory (Mayer et al, 1995; Castelfranchi & Falcone, 2010) and ethical
governance (Agatiello, 2008), this study develops a multi-level framework of ethical trust repair in
co-opetitive settings. Two cases clarify the model: Intel and TSMC illustrate a symmetric breach
among interdependent rivals, while TSMC and TEL illustrate an asymmetric breach involving a
dominant buyer and a dependent supplier (Zaheer et al., 1998; Provan et al.,, 2007). The analysis
highlights different moral patterns of accountability, legitimacy, and governance.

The paper aims to explain how ethical trust repair supports sustainable business development
in environments where cooperation and competition coexist. It addresses three core questions:

1.  How do ethical breaches disrupt trust in inter-firm relationships within high-tech ecosystems?

2. Through which relational, institutional, and systemic mechanisms can organizations ethically
restore trust?

3. Under what conditions does trust repair produce enduring partnership renewal instead of short-
term compliance?

This inquiry contributes to business ethics in three ways. First, it shifts focus from trust formation
to trust repair, emphasizing moral continuity within co-opetitive ecosystems. Second, it combines
ethical theory with evolutionary and governance perspectives to model trust as a dynamic,
recoverable ethical capability. Third, it introduces ethical resilience, a firm’s ability to restore
legitimacy and cooperation after moral disruption (Lengnick-Hall et al., 2011). This capability
provides a foundation for responsible business development in technology-intensive industries.

The study explores how organizations manage moral complexity and interdependence in
competitive environments. Framing trust repair as both an ethical and strategic process links moral
philosophy with governance practice. The analysis shows how firms strengthen accountability,
legitimacy, and resilience by rebuilding trust with integrity after failure.

2. Theoretical Background and Conceptual Framework

2.1. Trust and Moral Responsibility in Inter-Firm Relationships

Trust forms the moral foundation of cooperation under uncertainty (Mayer et al., 1995). In inter-
firm relations, trust extends beyond reliability and reflects an ethical commitment to reciprocity,
fairness, and integrity (Hosmer, 1995). In cooperative-competitive environments, firms share
knowledge while protecting their interests (Bengtsson & Kock, 2014).

Ethical responsibility sustains trust (Brien, 1998). When a firm violates explicit or implicit norms,
the act shows both strategic failure and moral wrongdoing (Kim et al., 2009). The affected firm’s
response through forgiveness, sanction, or withdrawal shows moral reasoning and economic
judgment (Fulmer & Gelfand, 2012). Trust among firms requires ethical analysis rooted in
accountability, legitimacy, and fairness (Rhee & Valdez, 2009).

Ethical trust repair differs from conventional trust recovery in both scope and orientation. While
general repair focuses on restoring reliability and performance credibility, ethical trust repair
emphasizes the restoration of integrity and moral intent through dialogue, accountability, and
reflection (Lewicki & Brinsfield, 2017; Mayer et al., 1995). This distinction clarifies that moral repair
seeks ethical renewal within and across organizational relationships, reestablishing cooperation on a
foundation of shared values and integrity.

2.2. The Ethics of Trust Repair

Trust repair demands deliberate effort to rebuild confidence, legitimacy, and cooperation after
misconduct (Bachmann et al., 2015). Research highlights interpersonal and organizational repair
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through apology, restitution, or governance reform (Sharma et al., 2023). In business networks, ethical
trust repair operates across relational and moral dimensions (Vives-Gabriel et al., 2023).
Ethical trust repair differs from governance-driven recovery in three ways:

1. Moral Intent: It requires acknowledgment of wrongdoing and acceptance of responsibility
instead of compliance with contracts (Sims, 2009; Goodstein & Butterfield, 2010).

2. Legitimacy Restoration: It reaffirms organizational integrity to internal and external
stakeholders (Poppo & Schepker, 2010; Gillespie et al., 2014; Ahn & Park, 2018).

3. Collective Renewal: It rebuilds shared norms and mutual obligations, turning isolated repair
into systemic renewal (Eberl et al., 2015; Gillespie & Siebert, 2018).

Ethical trust repair acts as moral reconstruction (Walker, 2006). Through this process,
organizations restore integrity and renew the ethical foundation of cooperation (Caldwell & Karri,
2005).

2.3. Differentiating Ethical Trust Repair from General Trust Repair

General trust repair restores confidence after failures in competence, reliability, or contractual
performance (Kramer & Lewicki, 2010). The process centers on cognitive judgment and behavioral
correction. The offended party evaluates whether the violator can meet expectations again through
credible signals such as restitution or improved controls (Haesevoets et al., 2015; Tomlinson et al.,
2021).

Ethical trust repair concerns breaches that weaken moral integrity (Kim et al., 2006). Such
violations expose failures of fairness, respect, and duty rather than performance deficiencies (Sitkin
& Roth, 1993). Restoration requires moral reassessment through acknowledgment of wrongdoing
and pursuit of repentance (Schweitzer et al., 2006). Offended parties seek integrity affirmation
through genuine accountability rather than procedural assurance (Dirks et al., 2009).

General repair depends on procedural safeguards, whereas ethical repair requires institutional
mechanisms that affirm integrity, including transparent dialogue, independent verification, and
ethical governance (Dietz & Gillespie, 2011). These mechanisms rebuild legitimacy through
accountability rather than compliance (Suchman, 1995). Ethical repair integrates conscience and
governance, transforming trust recovery into moral reconstruction rather than functional correction
(Pfarrer et al., 2008).

2.4. Responsible Business Development as an Outcome of Ethical Trust Repair

Responsible business development pursues sustainable growth through transparent, fair, and
mutually beneficial partnerships (Freeman, 2007). In global industries, long-term value creation
depends on managing moral tension between competition and cooperation (Brandenburger &
Nalebuff, 2011). After a breach of trust, restoring ethical legitimacy enables renewed collaboration
and continued innovation (Gillespie & Dietz, 2009).

Ethical trust repair provides the moral foundation for responsible business development (B6hm
et al., 2022). Organizations that neglect trust rebuilding after misconduct may recover short-term
cooperation but lose legitimacy for lasting partnerships (Marks, 2019). Firms that commit to ethical
repair achieve deeper cooperation grounded in credibility and shared responsibility (Daboub &
Calton, 2002). This connection aligns business ethics with development strategy and defines trust
repair as a moral act and a capability for responsible growth (Pirson, 2017).

2.5. Three Mechanisms of Ethical Trust Repair

Drawing from prior research and evidence from high-tech ecosystems, this study identifies three
mechanisms that guide ethical trust repair: relational, institutional, and systemic. These mechanisms
illustrate how moral recovery could occur within cooperative-competitive networks.
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2.5.1. Relational Mechanism

At the relational level, trust repair develops through moral communication and reaffirmed
values between firms (Dietz & Gillespie, 2012). Actions such as open disclosure, apology, restitution,
and continued dialogue can rebuild goodwill and integrity (Lewicki & Wiethoff, 2000). In
cooperative-competitive partnerships such as Intel and TSMC, relational repair may involve
redefining knowledge boundaries and clarifying ethical expectations in joint innovation (Luo, 2007).
The process centers on moral reciprocity expressed through acknowledgment of harm and a
commitment to corrective action (Kim et al., 2004).

2.5.2. Institutional Mechanism

Institutional repair establishes formal structures that strengthen ethical conduct and prevent
repeated misconduct (Bachmann et al,, 2015). Oversight committees, compliance reviews, and
contractual terms on data security and intellectual-property management provide visible
accountability (Poppo & Schepker, 2010; Liu, 2022). These mechanisms act as ethical assurances that
show a firm’s commitment to responsibility (Ghose & Das, 2025). In the TEL-TSMC case, institutional
repair could involve transparent investigations and independent verification, transferring trust from
personal relations to structured procedures (Solis, 2021; Kobayashi, 2025). The discussion remains
conceptual, as these cases have not yet reached a visible repair stage.

2.5.3. Systemic Mechanism

At the ecosystem level, systemic repair restores collective norms and shared reputation (Liu et
al.,, 2025). Ethical breaches within interconnected networks expose all participants to legitimacy risk
(Spanuth & Urbano, 2024). Systemic repair promotes industry learning, standard formation, and
moral renewal (Ryan et al., 2023). It moves from individual correction to collective ethical resilience,
enabling the ecosystem to meet moral challenges with stronger capacity and integrity (Delgado et al.,
2021).

2.6. Integrative Conceptual Framework

Ethical trust repair unfolds as a continuous process linking ethical breach, moral recovery, and
responsible business development (Hosmer, 1995; Vives-Gabriel et al., 2023). A breach disrupts
relational integrity and challenges the legitimacy that sustains cooperation (Kramer & Lewicki, 2010;
Nicholls & Huybrechts, 2016). Recovery may occur through relational, institutional, and systemic
mechanisms that restore trust across multiple levels of interaction (Gillespie et al., 2014; Bachmann et
al.,, 2015). Each mechanism serves a distinct moral function: relational mechanisms rebuild goodwill,
institutional mechanisms strengthen accountability, and systemic mechanisms advance shared
learning (Caldwell & Karri, 2005; Krlev, 2023).

The interaction among these mechanisms generates ethical resilience, which enables
organizations to preserve moral continuity during disruption (Otola et al., 2023). Ethical resilience
reinforces both individual firms and the broader ecosystem by embedding moral learning into
structures and practices (Kornberger & Leixnering, 2025). Through this regenerative process, ethical
repair becomes a foundation for responsible business development rather than a reaction to failure
(Caldeira & Infante-Moro, 2025; Zhu et al., 2025).

Figure 1 summarizes this conceptual framework. It presents ethical trust repair as a cycle
(Gillespie & Dietz, 2009; Bachmann et al., 2015). Breaches trigger moral responses that may build
ethical resilience and renew cooperation grounded in integrity and transparency (Delgado et al., 2021;
Ryan et al., 2023; Vives-Gabriel et al,, 2023). The framework suggests that responsible business
development arises from a firm’s capacity to recover ethically, learn collectively, and institutionalize
integrity as a strategic capability (Caldeira & Infante-Moro, 2025; Kornberger & Leixnering, 2025; Zhu
et al.,, 2025).
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Figure 1. Conceptual Framework of Ethical Trust Repair.

2.7. Theoretical Propositions

The conceptual framework produces three propositions that link moral processes with
organizational outcomes.

Proposition 1: Moral communication at the relational level may restore integrity and strengthen
mutual respect after an ethical breach (Kim et al., 2009; Gillespie & Dietz, 2009).

Proposition 2: Institutional transparency mechanisms may reinforce legitimacy and stabilize
cooperation through structured accountability (Poppo & Schepker, 2010; Bachmann et al., 2015).

Proposition 3: Systemic repair may foster collective ethical resilience, providing the moral
foundation for sustainable business development in cooperative-competitive ecosystems
(Zabaniotou, 2020; Delgado et al., 2021; Ryan et al., 2023).

Together, these propositions connect micro-level moral actions with macro-level business
outcomes. They illustrate how ethical recovery could strengthen legitimacy and support responsible
growth across interconnected organizations.

3. Methodological Orientation and Illustrative Cases

3.1. Methodological Orientation: Phenomenon-Based Conceptual Inquiry

This study applies a phenomenon-based conceptual approach (von Krogh et al., 2012;
Edmondson & McManus, 2007) to examine ethical dynamics that resist quantitative analysis. The
focus lies on interpretive theorization rather than measurement or statistical generalization, using
real ethical tensions in inter-firm relationships as the foundation for conceptual development.

Phenomenon-based inquiry begins with an observable moral tension: the decline and recovery
of trust among firms that operate as both partners and competitors. Examining these interactions
through ethical and relational perspectives clarifies how trust repair functions as a moral process.

This approach enables conceptual integration of moral reasoning, responsibility, and
organizational behavior in contemporary business environments.

3.2. Conceptual Definitions and Operationalization

This research defines the constructs that anchor the analytical framework. Each concept explains
how moral processes unfold within and across firms. The operational indicators describe how each
construct appears in practice and support its use in future empirical research.

1.  Ethical Trust Repair

This construct describes a process integrating moral reasoning and strategic action to help
organizations regain credibility, rebuild cooperation, and restore shared norms after a trust breach.
Traditional models emphasize contractual correction. This approach focuses on acknowledgment of
wrongdoing and acceptance of moral responsibility rather than legal compliance.
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Operational indicators: public acknowledgment of mistakes, apology and restitution, sustained
ethical dialogue, and corrective governance practices.

2.  Ethical Resilience

This construct refers to an organization’s ability to absorb moral disruption, restore legitimacy,
and rebuild trust through reflection and adaptive governance. Ethical resilience differs from
operational resilience by maintaining integrity rather than performance.

Operational indicators:

e  Cognitive dimension - reinterpretation of ethical norms.
¢  Relational dimension — renewal of dialogue and trust.
e Institutional dimension - stability and adaptability of governance structures.

3. Responsible Business Development
This construct represents the outcome of ethical trust repair. It reflects a firm’s capacity to pursue
sustainable growth in competitive environments through transparency, fairness, and mutual benefit.
Integrity functions as a strategic capability linking moral recovery with renewed competitiveness.
Operational indicators: long-term partnership stability, sustained innovation, and contribution
to collective norms within the ecosystem.

4. Systemic Renewal

This mechanism operates at the ecosystem level and denotes the reestablishment of moral order
through shared norms, common standards, and cooperative learning among interconnected actors.
It extends ethical restoration beyond individual firms toward the collective integrity of the industrial
network.

Operational indicators: industry-wide codes of conduct, cross-firm ethics audits, and
participation in joint learning initiatives.
5. Phenomenon-Based Conceptual Inquiry

This methodological stance explores complex ethical interactions among firms that quantitative
methods cannot capture. It connects moral reasoning, responsibility, and organizational behavior by
analyzing documented ethical tensions as theoretical material.

Operational indicators: use of public ethical incidents, comparative case interpretation, and
synthesis of relational, institutional, and systemic evidence.

3.3. Case Selection Rationale

The semiconductor industry provides a strong setting for studying ethical trust repair. It exhibits
interdependence, rapid innovation, and sensitivity to knowledge flows, conditions that heighten the
impact of ethical breaches on relationships. Within this industry, two recent events illustrate distinct
moral challenges:

1. Intel and TSMC: a symmetric breach within a cooperative-competitive partnership.
2. Tokyo Electron and TSMC: an asymmetric breach within a dependent relationship.

Both cases raise a central question: how organizations can restore trust when cooperation
grounded in knowledge sharing, confidentiality, and integrity breaks down.

This study identifies three bases for case selection: moral tension, ecosystem impact, and
illustrative diversity. Each case shows moral tension through conflict between competitive ambition
and partnership duty, while both also shape industry legitimacy and influence cooperative stability.
Mlustrative diversity emerges as the two occupy opposite positions on the dependency spectrum,
showing distinct paths of relational and institutional trust repair.

Methodological Note on Case Sources

The study draws on open-source reports that describe events in the semiconductor industry.
These reports, issued through international news agencies and professional media, serve as
conceptual illustrations rather than empirical data. They provide context for examining ethical trust
repair in real organizational environments.
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Allinformation comes from verifiable public sources available for academic review. The analysis
excludes factual verification or investigative claims. Each case functions as a moral and relational
illustration that clarifies organizational responses to breaches of integrity. This approach maintains
transparency, preserves reputational fairness, and follows recognized research ethics.

A summary of the primary sources appears in Appendix A.

This study uses case materials drawn from reports published by Reuters, Bloomberg, The Japan
Times, and Tom’s Hardware. Each case contributes to theoretical exploration rather than asserting
factual or legal claims. The analysis examines ethical, organizational, and governance dimensions
through a business ethics perspective. Mentioning company names and events serves an analytical
purpose and implies neither endorsement nor liability.

3.4. Illustrative Case I: Intel-TSMC and the Ethics of Co-opetition

Intel and TSMC exemplify the moral tension between joint manufacturing and technological
competition. Intel’s 2025 recruitment of a senior TSMC executive raised ethical concern in the
industry, challenging the norms of trust and confidentiality that sustain collaboration.

3.4.1. Nature of the Ethical Breach

The situation involved no formal contract breach but a moral one: the transfer of tacit knowledge
through executive mobility. From TSMC's perspective, Intel’s recruitment appeared to cross ethical
boundaries and exploit professional familiarity. The event affected reputation and strained trust, yet
technical cooperation continued.

3.4.2. Moral Dynamics of Repair

Available reports provide no confirmation of a formal repair process. Observers describe
symbolic gestures that may indicate an intent to restore professional respect and clarify ethical
boundaries. Intel reiterated its commitment to fair competition, while TSMC reaffirmed its
confidentiality policies and internal trust systems. These actions may represent moral communication
that reflects awareness of ethical responsibility within the partnership and across the ecosystem.

The Intel-TSMC example suggests that trust repair in balanced partnerships depends on mutual
recognition of ethical responsibility rather than formal control. The interaction maintained functional
collaboration without restoring full relational intimacy.

3.5. Illustrative Case II: Tokyo Electron and TSMC — Institutional Ethics of Dependence

Tokyo Electron (TEL), a major supplier to TSMC, faced 2025 allegations of data misuse involving
TSMC’s two-nanometer process technology. TEL denied involvement, and available information
shows no public confirmation of misconduct. The event revealed weak information controls in joint
R&D and prompted inquiry into institutional responsibility within dependent partnerships.

3.5.1. Nature of the Ethical Breach

This situation differed from the Inte]l-TSMC case. It involved a dependent supplier accused of
compromising proprietary information belonging to a dominant buyer. The issue extended beyond
economics and damaged trust across the equipment-supplier network. Dependence created moral
risk when a weaker partner appeared to use privileged access under the cover of collaboration.

3.5.2. Moral Dynamics of Repair

Trust recovery requires institutional accountability rather than relational gestures. TSMC may
respond by applying third-party audits and unified compliance standards for major suppliers. Such
measures could transform a bilateral issue into a shared governance framework that strengthens
collective integrity. This approach illustrates how moral repair may progress at the institutional level
and restore confidence across the supply chain.
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3.6. Comparative Insight: From Moral Breach to Ethical Resilience

Taken together, the two cases clarify how ethical trust repair operates through distinct relational
structures and moral logics. In the Intel-TSMC relationship, symmetry balances cooperation and
competition through acknowledgment and restraint, whereas the TEL-TSMC partnership reveals
dependency, where transparency and oversight within institutional mechanisms strengthen
legitimacy. These contrasting paths illustrate the movement from moral breach to ethical renewal
within the semiconductor ecosystem.

Table 1 summarizes the possible mechanisms and potential ethical outcomes of trust repair
suggested by the two semiconductor cases.

Table 1. Conceptual Comparison of Ethical Trust Repair.

Possible Repai
Case  Type of Relationship Nature of Breach ossibie .epalr Potential Ethical Outcome
Mechanism

Intel Coopera.tl.ve— Boundary violation Relational moral

competitive through knowledge . Restored moral balance
TSMC . communication

(symmetric) transfer
TEL- Dependent Breach of confidentiality —Institutional transparency Reestablished legitimacy
TSMC (asymmetric) and institutional trust and accountability and collective learning

Ethical resilience represents a strategic capacity that restores legitimacy after moral disruption.
Organizations develop resilience by transforming ethical failure into reflection, accountability, and
learning. Trust repair functions as a moral process that links integrity, governance, and
interdependence, forming the basis for responsible business growth.

3.7. The Value of lllustrative Cases in Ethical Theory Building

Both incidents occurred in the recent past and remain outside formal legal proceedings. The
study avoids normative or factual judgment and focuses on the moral structure of each situation.
Examining their ethical configuration clarifies the theoretical mechanisms of ethical trust repair. This
orientation maintains conceptual rigor and fairness toward the organizations discussed.

These cases serve as conceptual illustrations that expose moral dynamics difficult to capture
through abstract models. They strengthen theory by adding context and clarifying the ethical realities
of global partnerships.

Grounding theory in concrete ethical events connects moral reasoning with business practice.
This perspective demonstrates how phenomenon-based research advances conceptual
understanding and guides managerial judgment. It also shows how ethical inquiry integrates
philosophy and organizational behavior.

3.8. Conceptual Synthesis

The comparative analysis of the two semiconductor cases shows that ethical trust repair operates
differently across relational and institutional contexts yet fulfills the same moral purpose: rebuilding
legitimacy, integrity, and responsible continuity. Ethical recovery restores cooperation by embedding
moral reflection within organizational routines and governance systems. Through this process, inter-
firm relationships evolve toward greater ethical maturity and resilience, establishing a foundation
for sustainable and responsible development.

4. Dynamics of Ethical Resilience and Moral Learning

4.1. From Ethical Breach to Moral Recovery

Ethical breaches in inter-firm relationships disrupt transactions and weaken the moral
foundation that sustains cooperation. The aftermath of each crisis creates a moment for ethical
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reconstruction. When organizations engage in trust repair, they rebuild confidence and take part in
moral renewal that strengthens shared norms within the ecosystem.

Each breach exposes the assumptions that anchor trust: confidentiality, reciprocity, fairness, and
respect. The repair process compels organizations to examine these foundations and reaffirm their
commitment under new conditions. Every restorative act contributes to the moral development of
the broader network.

4.2. Conceptualizing Ethical Resilience

Ethical resilience describes the capacity of an organization or ecosystem to absorb moral
disruption, restore legitimacy, and rebuild trust through reflection and adaptive governance. Unlike
operational resilience, which focuses on continuity of performance, ethical resilience centers on
continuity of integrity (Maak & Pless, 2006).

It involves three interrelated dimensions:

1. Cognitive Resilience — the ability to reinterpret ethical norms and find meaning in moral
disruption.

2. Relational Resilience — the ability to rebuild confidence through dialogue and acknowledgment
of harm.

3. Institutional Resilience — the ability to embed moral lessons in lasting governance structures.

Together, these dimensions explain how firms confront ethical breaches, reestablish integrity,
and strengthen their moral systems.

4.3. The Cycle of Ethical Learning

Ethical learning transforms disruption into reflection, repair, and renewal. It links moral
reasoning with organizational practice and converts ethical crises into opportunities for growth.
Figure 2 outlines this process as a continuous cycle that builds ethical resilience within and across

firms.

Cognitive Resilienc,

Disruption
Reintegration Reflection
Repair

Institytiona] Resilienc®

Figure 2. Cycle of Ethical Learning and Resilience.
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Ethical learning unfolds in four phases:

Disruption: an ethical breach exposes the fragility of trust and challenges legitimacy.
Reflection: participants analyze responsibility and evaluate harm.
Repair: relational, institutional, and systemic mechanisms restore integrity.

LY e

Reintegration: lessons from each episode shape norms, practices, and governance systems.

Repeated engagement with this cycle strengthens moral capacity. Organizations improve their
ability to recognize ethical tension, address moral failure, and integrate lessons into governance. This
process aligns with Argyris and Schon’s concept of double-loop learning, where behavioral
correction occurs alongside the reexamination of moral assumptions (Argyris & Schén, 1997).

4.4. Learning Across Levels: From Firms to Ecosystems

Ethical learning develops across three connected levels: the organization, the partnership, and
the ecosystem. Each level builds upon the previous one, translating moral reflection into structures
that sustain cooperation.

Learning at one level strengthens moral capacity at the next. Internal reforms enable responsible
partnerships, and shared standards among partners reinforce the integrity of the larger network.
Through this layered process, ethical understanding evolves from individual awareness to collective
responsibility.

4.4.1. Organizational Learning

Inside a firm, ethical learning begins when leaders and employees assess how internal decisions
embody moral principles. Governance systems, value communication, and leadership conduct define
the organization’s ethical tone. Continuous reflection turns ethics from a compliance requirement
into an element of strategic culture.

Firms realize this learning through direct action. They establish ethics training, revise incentives,
and sustain open communication for moral dialogue. These initiatives align performance with
purpose and embed integrity within everyday operations. The outcome is an organization capable of
confronting ethical challenges without undermining trust.

4.4.2. Inter-Organizational Learning

Partnerships provide a setting for moral alignment and ethical growth. Collaboration enables
firms to compare standards, revealing differences in governance and judgment. Dialogue over those
differences generates shared understanding that guides collective norms and strengthens
accountability.

Partnerships institutionalize these lessons through joint codes of conduct, shared audit practices,
and transparency agreements. These structures transform relational trust into formal governance,
turning expectations into written commitments that sustain cooperation and mutual responsibility.

4.4.3. Ecosystemic Learning

Across industries, ethical learning advances through observation and adaptation. Firms respond
to visible breaches and corrective actions by revising their own standards. This diffusion of practice
transforms isolated moral reflection into shared progress.

Industry associations and regulators consolidate such learning through guidelines and
benchmarking. Shared norms stabilize expectations among diverse actors. In technology-intensive
fields such as semiconductors, collective learning preserves legitimacy and supports collaboration
under competitive and geopolitical pressure.

4.5. Linking Ethical Resilience to Responsible Business Development
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Ethical resilience functions as both protection and propulsion. It shields organizations from
moral failure and drives renewal. When firms repair trust through ethical action, they regain
credibility that strengthens partnerships, attracts responsible investors, and supports collaborative
innovation.

Responsible business development demonstrates this resilience through practice. Progress arises
through recovery with integrity rather than through uninterrupted success. A reputation for moral
consistency, proven under challenge, becomes a strategic resource that reinforces cooperation and
shared growth.

Ethical trust repair sustains responsible business development, and responsible business
development embodies ethical resilience through institutional design. Together, they form a
continuing process that connects moral recovery with business continuity and grounds legitimacy in
lasting integrity.

4.6. Theoretical Propositions on Moral Learning Dynamics

The relationship between ethical resilience and moral learning generates the following
propositions:

Proposition 4: Repeated engagement with ethical breaches and subsequent repair builds
cumulative moral insight and strengthens ethical resilience over time (Delgado et al., 2021; Rushton
& Sharma, 2018; Kornberger & Leixnering, 2025).

Proposition 5: Ethical resilience links trust repair and responsible business development by
transforming restored integrity into durable legitimacy (Maak, 2007; Nicholson & Kurucz, 2019;
Alibasi¢, 2025).

Proposition 6: Collective moral learning develops when firms demonstrate accountability that
aligns ethical standards throughout the ecosystem (Snell, 2001; Daboub & Calton, 2002; Ryan et al.,
2023).

These propositions shift the analytical focus from isolated misconduct toward continuous moral
capability. They define ethics as an evolving organizational practice rooted in reflection,
accountability, and renewal.

4.7. Illustrative Continuity: Semiconductor Ecosystem Learning

Within the semiconductor sector, the Intel-TSMC and TEL-TSMC relationships illustrate how
moral learning accumulates through successive interactions. Repeated breaches of trust have
encouraged the ecosystem to formalize ethical governance through confidentiality standards, joint
audits, and coordinated dialogue on responsible innovation.

These developments mark a shift from isolated repair to collective ethical resilience. In this new
phase, firms build moral infrastructure that maintains technological collaboration amid competition
and uncertainty. Integrity, transparency, and accountability function as core measures of strategic
capacity within this evolving industrial system.

4.8. Integrating Moral Learning and Business Development

Ethical resilience functions as a moral capability that develops through a continuous cycle of
breach, repair, and learning. Trust repair advances ethical maturity and embeds moral reflection
within organizational and inter-organizational practice.

The framework links ethics with business development through renewal rather than avoidance.
In interdependent markets, the capacity to rebuild trust and sustain shared learning defines
legitimate and enduring growth.

5. Discussion

5.1. Revisiting the Core Argument
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This study examines how firms in mixed ecosystems restore moral legitimacy after ethical failure.
The analysis of Intel-TSMC and TEL-TSMC cases develops a conceptual model linking ethical trust
repair with responsible business development through ethical resilience.

Ethical trust repair operates as a continuing process of moral reconstruction. Firms in
cooperative and competitive relationships cannot rely on contracts or technical controls alone to
maintain legitimacy. They strengthen ethical capacity, confront misconduct, rebuild trust, and create
shared learning. Responsible business development advances through the recovery of integrity that
follows moral testing.

Figure 3 presents the multi-level model of ethical trust repair. It integrates relational,
institutional, and systemic mechanisms within one framework connecting moral recovery, resilience,
and business renewal.

stive Business
o’opet\t\ E C()s‘ysl,.e

Network of Firmg

- ~

" thical Resilience e

Systemic Level
Industry-Wide Ethical Resilience

Institutional Level
Governance Structures & Norms

3

Relational Level
Inter-Firm Trust & Collaboration

Figure 3. Multi-Level Model of Ethical Trust Repair.

The model explains how firms rebuild moral legitimacy after ethical disruption through three
levels of repair: relational, institutional, and systemic. Relational repair rebuilds confidence through
moral dialogue and renewed cooperation. Institutional repair strengthens integrity through
accountability and transparent governance. Systemic repair restores moral order through shared
norms and collective learning within the wider network. Together these levels form a continuous
moral process that sustains ethical resilience and responsible business development.

5.2. Assessing Ethical Resilience

Ethical resilience arises from theories of organizational learning, moral trust, and responsible
governance. Argyris and Schon (1997) describe double-loop learning as a process that leads
organizations to reexamine moral assumptions as they reflect on ethical disruption. This concept
forms the cognitive foundation of ethical resilience. Mayer et al. (1995) and Lewicki and Brinsfield
(2017) provide a relational view that centers moral dialogue and mutual recognition as conditions for
cooperation. Donaldson and Dunfee (2002) and Maak and Pless (2006) offer an institutional view that
explains how organizations translate moral lessons into governance and accountability.
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These theories define ethical resilience as a moral capability that unites reflection, relational
renewal, and institutional integrity. The three dimensions parallel the mechanisms of ethical trust
repair presented in previous sections. This alignment shows how relational, institutional, and
systemic processes evolve into visible forms of moral capacity and how moral learning enters
organizational responsibility.

Table 2 summarizes these relationships. It links each repair mechanism with its corresponding
resilience dimension and theoretical foundation, showing how moral recovery progresses from
reflection to learning and the institutionalization of integrity.

Table 2. Theoretical Alignment between Trust Repair Mechanisms and Ethical Resilience Dimensions.

Trust Repair Ethical Resilience

. . . Theoretical Foundation Core Function
Mechanism Dimension

M t al. (1995); Lewicki Rebuildi 1 dial
Relational Repair Relational Dimension ayer et al. (1995); Lewicki & cbuilding moral dialogue and

Brinsfield (2017) mutual recognition
L . L . . Donaldson & Dunfee (2002); Embedding accountability within
Institutional Repair Institutional Dimension
Maak & Pless (2006) governance structures

Argyris & Schon (1997); Haack  Reinterpreting moral assumptions

Systemic Renewal ~ Cognitive Dimension et al. (2012) through reflective learning

5.3. Theoretical Contributions

5.3.1. Conceptual Innovation

This study introduces four conceptual advances that expand the understanding of trust repair
and ethical resilience in co-opetitive ecosystems.

1. Ethical Resilience as Moral Capacity for Transformation.

Most definitions describe resilience as a return to stability. Here, it becomes a moral capacity for
renewal. Organizations regain legitimacy when they turn ethical crises into opportunities for
reflection and reconstruction. Through moral reasoning and adaptive governance, they transform
disruption into capability building and sustained integrity.

2. Ethical Trust Repair as Moral Capability.

Prior research defines trust repair as restoring reliability or performance. This framework
reframes it as a moral capability that joins accountability with reflection. Ethical trust repair directs
attention from behavioral adjustment to normative reconstruction and positions it as a deliberate
moral practice.

3.  Systemic Renewal within the Ecosystem.

Traditional models emphasize dyadic relationships. This study adds systemic renewal to
describe how connected organizations rebuild moral order through shared norms and coordinated
learning. Ethical recovery occurs within firms and across the network, producing resilience grounded
in collective moral capacity.

4.  Responsible Business Development.

Responsible business development follows ethical repair and defines growth sustained by moral
legitimacy. Firms achieve progress when integrity functions as a strategic resource that links
competitiveness with fairness.

Together, these ideas integrate moral philosophy, learning theory, and ecosystem governance
into a unified framework for recovery and renewal.

5.3.2. Extending Trust Repair Theory

This framework strengthens trust repair theory by embedding it within a moral structure.
Previous research portrays repair as a pragmatic reaction to betrayal. Here, it becomes a process of
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legitimacy reconstruction that joins sincerity, transparency, and moral learning. These dimensions
turn trust repair into a dynamic capability that enables moral recovery and enduring cooperation.
The analysis shifts from behavioral correction to ethical responsibility and defines trust repair as an
expression of corporate integrity.

5.3.3. Integrating Ethics and Business Development

The model connects ethics and business development within a single logic of responsible growth.
Conventional views treat ethics as compliance and development as expansion. This framework
merges them by making moral responsibility the foundation of sustainable progress. In global
industries where competition and collaboration intersect, ethical legitimacy becomes a core form of
capital that sustains innovation and shared advancement.

5.3.4. Advancing the Concept of Ethical Resilience

Ethical resilience extends beyond individual virtue toward collective moral capacity.
Organizations build resilience through reflective trust repair, structured learning, and shared
improvement across their ecosystems. This view contrasts with static models of corporate
responsibility by emphasizing adaptation through moral growth. Ethics functions as a renewing
practice that preserves legitimacy amid uncertainty and interdependence.

5.3.5. Integrative Logic among Propositions

The six propositions describe a moral sequence that unfolds across relational, institutional, and
systemic levels. P1 and P2 explain how breaches provoke immediate recovery of integrity. P3 and P4
show how iterative repair deepens moral learning and strengthens resilience. P5 and P6 link this
evolution to responsible business development, identifying moral recovery as the basis of sustainable
legitimacy.

Trust theory clarifies how communication restores credibility after violation (Mayer et al., 1995).
Institutional theory explains how governance embeds accountability (Scott, 2013). Systems theory
outlines collective adaptation through learning (Senge, 1990). Integrating these perspectives positions
trust repair as a multi-level capability that transforms ethical disruption into moral growth. Ethical
resilience connects relational restoration, institutional reinforcement, and systemic renewal, forming
a coherent explanation of how moral recovery sustains responsible development.

5.4. Practical Implications

5.4.1. For Managers: Building Ethical Recovery Capability

Managers in technology-driven industries should view trust repair as a core part of strategic
management. Ethical breaches caused by opportunism, misuse of knowledge, or aggressive hiring
create moral disruption and legal tension. Effective recovery requires:

e  Transparent acknowledgment of misconduct and a clear moral response.
e Institutional systems that enforce accountability and enable verification.

e  Renewal of partnerships through dialogue and shared governance norms.
When firms embed these measures in their operations, they build internal capacity for moral
recovery that strengthens legitimacy and sustains collaboration.

5.4.2. For Ecosystem Governance

Industry associations and leading firms can promote moral learning through structured
dialogue, unified compliance systems, and open communication on repair outcomes. Coordinated
governance transforms isolated repair actions into collective ethical resilience: the capacity of an
ecosystem to correct misconduct and restore legitimacy through its own institutions.
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In the semiconductor sector, confidentiality standards and joint audit frameworks show how
firm-level ethical repair evolves into broader industry integrity.

5.4.3. For Policymakers and Regulators

Public authorities guiding innovation governance should frame ethics as an active process of
moral learning. Policies that protect whistleblowers, encourage openness, and reward post-crisis
cooperation increase moral capacity across industries. Regulation that joins accountability with
support for recovery enables integrity and innovation to reinforce each other.

5.5. Directions for Future Research

This conceptual inquiry offers a foundation for continued study. Future work can expand these
ideas in several directions:

1. Empirical Validation: Research that measures how ethical trust repair shapes reputation,
partnership durability, and network cohesion can test this model’s practical relevance.

2. Cross-Cultural Comparison: Comparative studies can reveal how cultural traditions influence
moral interpretation of breach and repair across regions.

3. Temporal Development: Long-term analysis can trace how repeated trust repair builds moral
habits and stable ethical norms.

4. Ethics of Artificial Intelligence: As algorithmic systems influence cooperation and decision-
making, research can explore how automated governance affects accountability and ethical
restoration.

Such investigations will clarify how moral resilience develops within digital and global
ecosystems.

5.6. Limitations and Scope

This study builds theory through conceptual reasoning rather than empirical testing. Its
framework draws on interpretation of industry practice and ethical theory, relying on logical
coherence and contextual accuracy.

The semiconductor cases serve as analytical examples that illustrate the structure of ethical trust
repair without claiming causal proof. Broader research across industries and cultures can evaluate
the model’s wider relevance.

The analysis centers on inter-firm ethics within global production networks. Future studies can
extend this reasoning to corporate governance and public-private cooperation, offering deeper
insight into moral resilience in complex systems.

6. Conclusion

This study explains how firms restore moral legitimacy after ethical disruption in cooperative
and competitive environments. It addresses three central questions: how ethical breaches erode trust
among partners, which mechanisms rebuild that trust, and what conditions allow repair to support
long-term renewal. Analysis of the Intel-TSMC and TEL-TSMC cases identifies three mechanisms of
recovery: relational repair grounded in moral dialogue, institutional reinforcement achieved through
accountability, and systemic renewal based on shared norms and collective learning.

The framework advances business ethics by defining ethical trust repair as a moral capability
instead of a reactive adjustment. It defines ethical resilience as a firm’s capacity to regain credibility,
sustain cooperation, and turn disruption into collective progress. Its structure integrates moral
reasoning with governance and strategic adaptation, revealing ethical recovery as a dynamic form of
organizational learning. Such integration extends trust repair theory and grounds business ethics in
responsible management.
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The study connects these insights with business development. Sustainable growth in
interdependent markets depends on integrity, transparency, and moral credibility. Ethical resilience
provides that foundation by aligning governance with moral purpose. Firms that institutionalize
ethical repair reinforce their legitimacy, attract reliable partners, and sustain innovation through
renewed trust. By linking theory with practice, this framework strengthens empirical research and
guides organizations to turn moral challenge into lasting strategic strength.

Author Contributions: The author confirms sole responsibility for all aspects of the manuscript.
Conceptualization, methodology, formal analysis, investigation, data curation, original draft writing, review and

editing, visualization, and project administration were all completed by the author.
Funding: This research received no external funding.

Institutional Review Board Statement: Not applicable.

Informed Consent Statement: Not applicable.

Data Availability Statement: The original contributions presented in this study are included in the article
material. Further inquiries can be directed to the corresponding author.

Acknowledgments: The authors appreciate the feedback that informed the refinement of this research.

Conflicts of Interest: The author declares no conflict of interest.

Abbreviations

The following abbreviations are used in this manuscript:

TSMC Taiwan Semiconductor Manufacturing Company
TEL Tokyo Electron Ltd.
Appendix A

Appendix A.1 International Media Sources for Case Contexts

The following tables summarize the principal international sources used for the two illustrative
cases analyzed in this study. These reports supply factual background on ethical and governance
issues without implying any legal conclusion. Each entry lists the publisher, date, article title, and
web address.

Table Al. Primary Media Sources for Case 1: TSMC-Intel Trade Secret Allegation.

Publisher © UPlication Article Title URL
Date

Taiwan raids former TSMC

Reuters November 28, exec's home in trade secrets https://www.reuters.com/legal/litigation/intel-denies-tsmc-
2025 probe allegations-that-executive-leaked-trade-secrets-2025-11-27/
November 25, TSMC Sues Ex-Executive https://www.bloomberg.com/news/articles/2025-11-
Bloomberg . . . . . .
2025 Over Move to Join Intel =~ 25/tsmc-files-trade-secret-suit-against-ex-executive-at-intel
Intel denies TSMC

The Japan November 27,
Times 2025

https://www japantimes.co.jp/business/2025/11/27/tech/intel

allegations that executive .
-executive-tsmc-leak/

leaked trade secrets

Table A2. Primary Media Sources for Case 2: TSMC-Tokyo Electron (TEL) Trade Secret Case.
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Publisher T UPlication Article Title URL
Date

Taiwan charges Tokyo
December 2, } .g y . https://www.reuters.com/world/china/taiwan-charges-
Reuters Electron’s Taiwan unit in

2025 TSMC trade secrets case tokyo-electron-unit-tsmec-trade-secrets-case-2025-12-02/

Taiwan prosecutors charge

The Japan  August 28, three with stealing TSMC

https://www japantimes.co.jp/business/2025/08/28/compani

Times 2025 es/tsmc-taiwan-charge/
trade secrets
Taiwan hits Japanese firm
with indictment in TSMC  https://www.tomshardware.com/tech-industry/taiwan-hits-
Tom’s December 2, data theft saga: Tokyo japanese-firm-with-indictment-in-tsmc-data-theft-saga-
Hardware 2025 Electron charged with failing tokyo-electron-charged-with-failing-to-prevent-its-staff-

to prevent its staff from from-stealing-trade-secrets
stealing trade secrets

Ethical and Legal Disclaimer

This study uses open international reports from Reuters, Bloomberg, The Japan Times, and
Tom’s Hardware. Each case serves as a conceptual illustration that supports theoretical development
without asserting factual or legal claims. The analysis examines ethical, organizational, and
governance issues in business ethics. Company names and events appear as analytical references and
indicate neither endorsement nor liability.
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