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Japanese companies and
enterprise risk management

The influence of the economic downturn on risk management practices

across Japanese companies based in the Benelux
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Executive
Summary

The economic figures show that different economies
around the globe are making a comeback. One of the
lessons learned was the importance of risk manage-
ment in the financial sector, which kept the world from
an even greater disaster. Also companies operating
outside the financial sector realised throughout the
crisis what role risk management should have in the
decision-making process, whether it is a divestment
of a business unit or whether it is implementing a cost
saving scheme. The question is whether the boost of
risk management attention is lasting? Often Japanese
companies have showed that they are first movers.
Therefore, we have set out a survey on risk manage-
ment to Japanese companies based in the Benelux.

Our findings show that the majority of Japanese com-
panies in the Benelux actively pursue risk management
namely because of ‘continuity in case of incidents’. Two
other major factors are J-Sox and to enhance Corporate
Governance. The risk horizon of the companies rep-
resented in the survey is in line with what we would
expect of operational companies; economic downturn
such as the one we have experienced affects turnover,
currency fluctuation, regulatory risk, safety risk, credit
risk and low-cost competition and product liability.
We also concluded from the survey that the economic
crisis has not directly influenced the need for risk
management. Majority of the respondents have no
intention to increase their efforts in risk management.
In combination with the perception of the respondents
that their companies are not state of the art in the risk
management process, seems to indicate that the eco-
nomic crisis has not had a lasting effect yet.
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Introduction

What started with the subprime mortgage crisis in
the U.S. in 2007, evolved into a worldwide economic
recession. Governments have been making efforts to
get consumer trust and spending on the level of before
the crisis and companies were struggling to keep their
financial losses at a minimum. As a result jobs have
been cut and unemployment rates have risen to new
heights.

The current financial indicators for 2010 and 2011
are telling us that the world economy is making a
comeback. Companies are writing black figures again
and local economies (GDP) are expected to grow with
a few percentages. What this recession has shown
us is the need and role of risk management within
companies. Drafting cost reduction programmes and
divesting non-core business units has namely been
the main occupation of many directors these past
years to improve profit margins. Understanding the
risks inherent to business processes is therefore vital
for companies making these decisions. The manner in
which risk management practices have been utilised
during the crisis differs substantially per company. The
differences can be traced back to items such as risk
management maturity, adoption and objectives.

This report aims to scope the risk management
practices of a specific group of companies based in The
Netherlands, Belgium and Luxembourg (Benelux). This
group consists of Japanese companies headquartered
in Japan with operations in the Benelux.

We would like to thank all respondents for their
participation.

Marsh Risk Consulting
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Respondent
Detail

The results in this report were derived
from an online survey send to a specific
group of companies. The questions
set out to the solicited companies
were drafted by our enterprise risk
management (ERM) specialists of Marsh
Risk Consulting in The Netherlands. In
total, we solicited over 150 companies
with operations in the Benelux region
of which 44 have expressed their view
and opinion on risk management within
their company.

The main criteria have been that the
specific company is of Japanese origin
with their headquarters based in Japan.
Often, the companies which responded
had their European headquarters in
the Benelux region. The respondents
consisted of managing directors,
manager accounting, general managers
and chief financial officers (CFO’s).

The survey was opened from the
beginning of June until the end of July
2010. The respondents of Dutch and
Belgian companies were evenly spread.
Contrary the geography reach was the
spread in turnover of the companies
which responded. The smallest turnover
was EUR 5 million and the largest
company to respond has a turnover of
approximately EUR 1,500 million.
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“The interest in
the enterprise
risk management
subject was
shown by the
high number of
companies which
responded. Over
150 Japanese
companies

were solicited

to express

their view and
opinion.””
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Risk Management

A vital question to be answered by each
company prior to the decision on adopting
risk management is ‘Why is risk management
important to our company?’. The risk
management objectives often reflect the why
answer. When analysing the results we signal
that the companies based in the Benelux
have a common reason for adopting risk
management; protecting operational output.
The question frequently answered was
‘continuity in case of incidents’ (70.7%). Two
other major factors why risk management is
adopted are more related to legislation and
compliance, J-Sox’ (56.1%) and ‘to enhance
Corporate Governance’ (56.1%).

Foreseeing certain objectives upfront and
‘benefiting the value of risk management’
are two different things. To reach the latter,
certain aspects of risk management need
to be in place. One of these aspects is
whether practices are based upon a specific
standard. From the survey we gathered only
a limited number of Japanese companies
that use a specific known risk management
standard such as ISO31000 or COSOII, 2.4%
and 4.9% respectively, to reach its objectives.
In reference to other researchl in The
Netherlands approximately 21.1% of the Dutch
companies use COSOIIL. A significant higher
percentage than the Japanese respondents.
This may explaine why these companies
are more reliant on specific quality related
standards. Support for this was found as the
majority of our respondents indicate that
quality standards are often used for example
‘ISO9001/INK/ EFQM’ (41.5%) and are seen as
risk management standards.

The awareness and support of risk
management is highly dependant on the
companies’ senior management involvement.
The responsibility for risk management
is therefore essential for a successful
implementation within the company. When
asked, the respondents indicated that they
regard the chief executive officer (CEO) (51.2%)
as the primary responsible followed by the
CFO (26.8%). This is also supported by other
research? which also pointed out that the

3 | Japanese companies and enterprise risk management

What is/are the main reason(s) for your company
to incorporate risk management? (%)

CFO and/or financial department is primary
responsible for risk management. Increasing
there is evidence that c-suite directors play
an active role in risk management which is in
line with the results from this survey.

Seen the position of risk management in
the company (c-suite), any outsider would
expect for any company a smooth transfer
of risk management objectives into the
general strategy and business objectives.
However, global research® has shown that
risk management objectives are seldom
incorporated in the overall strategies. It
was therefore surprising to see the majority
(52.5%) of the companies in this survey have
fully integrated risk management in their
businesses. This seems to indicate that
Japanese companies are more advanced to
Western European in applying integrated risk
management.

1 NIVRA, NYENRODE, Rijksuniversiteit Groningen,
Risicomanagement in tijden van crisis (en voor en na), 2009.

2 Marsh / RIMS, Excellence in Risk Management VII Elevating the
Practice of Strategic Risk Management, 2010.

3 Paisly / Treasury & Risk, Best Practices in Risk Management, 2008.
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“A limited
number of
companies
have
incorporated
specific risk
management
standards
such as
ISO31000 Or
COSOIIL.”
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Who is responsible for risk management
in your company? (%)
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1 NIVRA, NYENRODE, Rijksuniversiteit Groningen,
Risicomanagement in tijden van crisis (en voor en na), 2009.

2 Marsh / RIMS, Excellence in Risk Management VII Elevating the
Practice of Strategic Risk Management, 2010.

3 Paisly / Treasury & Risk, Best Practices in Risk Management, 2008.
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Risk inventory, issues and reporting

The 2010 report of the World Economic Forum gives
an overview of key risks around the globe. Although
Western European companies might have a global
footprint, in many cases these risks do not reflect the
risk inventory of an average company. Based on our
experience, we found over 16 risk issues within the
contents of risk inventories. The major risks Japanese
companies within the Benelux are currently facing
are; economic downturn (46.3%), currency fluctuation
risk (39.0%), regulatory risk, safety risk, credit risk and
low-cost competition (each 31.7%) and product liability
(29.3%).

The majority of risk issues seem to focus on issues to
which these companies are directly exposed and which
can be influenced by local management with limited
involvement of headquarters. Secondly, the majority of
risk issues directly influence the financial numbers.

When broadening our scope, we see that the risk
management process consists of multiple steps, from
identification to mitigation. The survey results show
that Japanese companies consider themselves as
‘average’ (nearly 50%), ‘well’ (nearly 30%) and only
less than 5% have answered ‘very well’ for effectively
managing all individual steps. Modesty or areas for
improvement? However, the findings also show a
decline of efforts during each further step of the risk
management process. Meaning that most Japanese
companies actively identify risks however the number
of companies which actively mitigates these, decline
during the process. This is generally in line with other
research? and the experience of our risk management
consultants.

In our opinion effectively managing all steps of the
risk management process requires the use of risk tools.
Examples of these tools are web based questionnaires,
quantification software (e.g. @risk) or even enterprise
risk management systems. The respondents indicated
that tools are mainly used for ‘periodic risk and
control self assessment’ (43.9%) and for ‘incident
reporting’ (29.3%). Both are mainly focussed on the risk
identification phase. This is in line with the conclusion
that Japanese companies find themselves experienced
in identifying risks. However Japanese companies need
more experience in the other process steps such as
analysing, mitigation and evaluation.

In this survey we have also asked to whom risk
managementinformationiscommunicated. Withrespect
to the frequency of internal and external reporting
regarding risk management related information, the
responses are in line with other surveys.> It is not
surprisingly that reporting differs per channel, e.g.

5| Japanese companies and enterprise risk management

At what frequency does your company report
risk management related information to the
C-suite/board? (%)

50

reporting to investors (51.2% reports annually to
investors) or to credit rating agencies (63.4% of the
respondents do not report to agencies at all). It is still
an interest signal that risk management information is
not always reported internally to the audit committee,
the entire organisation, senior management and/or
C-suite. This might result to incomplete information
on corporate level. More noteworthy is that many
respondents indicated that corporate governance is
one of the most important reasons to adopt risk
management and thus that information which is
irregularly reported internally is contradictive to this
reason.

The way risk information is reported is dependant on
the information technology used by the companies.
About 77% of the respondents do not use information
technology specifically and therefore making it more
challenging to structurally report on operational risk
matters. We must emphasise that this is a challenge
for most companies and not specific to Japanese
companies. Other surveys6 show that 74% of their
respondents do not use information technology. A
noteworthy trend in the survey is that about one out of
eight respondents is considering to purchase specific
software to improve the process steps.

4 Paisly / Treasury & Risk, Best Practices in Risk Management, 2008.
5 Paisly / Treasury & Risk, Best Practices in Risk Management, 2008.

6 NIVRA, NYENRODE, Rijksuniversiteit Groningen, Risicomanagement in tijden
van crisis (en voor en na), 2009.
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At what frequency does your company report
risk management related information to the
audit committee? (%)
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6 NIVRA, NYENRODE, Rijksuniversiteit Groningen, Risicomanagement in tijden
van crisis (en voor en na), 2009.
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Post downturn
and next steps

Have companies adapted their risk management
based upon their experiences during the economic
downturn? Can we conclude that the struggle for profit
margins and challenging cost saving programs of the
past three years have had a learning effect on how risk
management is perceived by company directors? From
the answers given by the respondents, the answer is
no. The reasons for Japanese companies based in the
Benelux to actively drive risk management remain
rather traditional and compliance driven. This is also
supported by the answers given by the respondents on
the risk management efforts for the upcoming year.
Nearly 75% have no intention to increase their efforts in
risk management. In combination with the perception
of the respondents that their companies are not state
of the art in the risk management process, seems to
indicate that the economic crisis has not had a lasting
effect yet.

Although the efforts are not increased by most Japanese
companies, there are of course areas of focus for the
upcoming months regarding risk management. Our
survey group shows that these are directed to the softer
elements of risk management. ‘Improving risk culture
and awareness’ is seen by nearly half (46.3%) of all
companies as one of the next steps. Other focus areas
include ‘training of employees’ (31.7%) and ‘improving
internal risk communication (24.4%)’. Especially the
focus on ‘risk culture’ is a rather high percentage. In
our experience the increased interest in improving the
internal risk culture is in line with the focus of most
companies. It seems that companies find themselves
knowledgeable and technically experienced however
that risk management awareness and adaptation
among staff are to be improved. A conclusion in itself
as cultural and adaptation challenges should also be
scoped prior to the introduction risk management.

7 | Japanese companies and enterprise risk management
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Marsh Risk
Consulting

Marsh Risk Consulting is a leading global firm of risk
management specialists helping its clients to maxi-
mize their value in global markets while effectively and
efficiently managing risk.

Our global Practice has over 850 colleagues worldwide
in 34 countries and offers innovative fit for purpose
risk solutions across industries, related governance and
compliance issues, risk modeling and analytics, and
management drivers and best practices.

Marsh Risk Consulting was awarded “Risk Service
Provider of the Year category in the 2009 European Risk
Management Awards.

This report has been drafted by the Enterprise Risk
Services Group of Marsh Risk Consulting BV The
Netherlands.
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For more information, please contact:
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Jeroen Spanbroek

Practice Leader, Marsh Risk Consulting
T: +31 (0)10 40 60 469

E: jeroen.spanbroek@marsh.com

Aby Lekkerkerk

Senior Consultant ERS, Marsh Risk Consulting
T: +31 (0)10 40 60 259

E: aby.lekkerkerk@marsh.com

Kenichiro Miki

Japan Client Services EMEA, Marsh
T: +31 (0)20 54 17 230

E: kenichiro.miki@marsh.com

Marsh Netherlands
Postbus 232
3000 AE Rotterdam
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