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About the research

From hindsight to foresight: Improving business transparency in the wake of the financial crisis is an 
Economist Intelligence Unit report, sponsored by SAP. The Economist Intelligence Unit bears sole 
responsibility for this report. The Economist Intelligence Unit’s editorial team executed the survey, 
conducted interviews and wrote the report. The findings and views expressed here do not necessarily 
reflect the views of the sponsor.

The research drew on two main initiatives:

• We conducted an online survey of senior business executives across Asia and Australasia in June and 
July 2009. The survey attracted 258 CEOs, COOs, CFOs, chief risk officers and other managers from a wide 
variety of industries and markets—23% of respondents came from Australia and New Zealand; 22% from 
India; 16% from Japan; 10% from China; 7% each from Hong Kong and Singapore; and the remaining 15% 
from the rest of Asia.

• To supplement the survey results, we carried out desk research and conducted in-depth interviews with 
senior executives and independent experts.

The author of the report was Cesar Bacani, and the editor was Manoj Vohra. Gaddi Tam was responsible 
for design and layout. 

Our sincere thanks go to the executives who participated in the survey and interviews for sharing their 
time and insights.

September 2009
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Executive summary

It has been a difficult two years for Asia since the US sub-prime mortgage business imploded in 2007. The 
global financial system nearly collapsed, bank lending dried up, export volumes fell off a cliff, hundreds 
of thousands of factories closed and millions of jobs disappeared. But there are now signs that the worst 
of the global recession may be over and a tentative economic recovery has begun, with Asia showing 
stronger growth than most other regions of the world.

This study focuses on how companies in Asia responded to the crisis and how they are applying the 
lessons learned to plan for what comes next—an upturn, or a second dip into recession, which is a real 
possibility for many respondents. What did the region’s enterprises do right and where did they go wrong 
in managing through the crisis? What are some of the best practices in business transparency and risk 
management that served leading companies well? Going forward, how can hindsight be turned into the 
foresight to succeed in the post-crisis business and economic landscape? The main findings of the study 
include:

• Companies in Asia are ambivalent about the apparent economic recovery. While about one-third of 
respondents believe they are seeing a sustainable rebound in their country of residence, another one-
third question whether the recovery is sustainable. A sizeable 27% do not even think there is a recovery. 
The most optimistic respondents are based in India and China, where six out of ten believe the recovery 
under way in their country is sustainable. The most pessimistic are based in Japan—44% of respondents 
there think the recovery will falter, while another 44% say there is no recovery in the country at all. 

• The majority of the region’s companies did not anticipate how badly the financial crisis would 
affect them. Seven out of ten respondents say the global recession has brought home the fact that their 
firm is vulnerable to market risk, while 59% pointed to credit risk and 53% singled out liquidity risk. Forty 
percent say the crisis has exposed their company to the risk of relying on internal reporting that has 
turned out to be of poor quality in terms of accuracy, timeliness and completeness.

• Asia’s business executives recognise the need to improve data visibility and business transparency 
in their organisation. Four out of ten say their organisation is increasing the frequency of internal 
reporting, placing more emphasis on forward-looking analysis and transparency, and strengthening 
market intelligence gathering tools and processes. Asked which function or department is the focus of 
efforts to increase visibility and transparency, 73% pointed to the finance department.

• The region’s companies understand the importance of strengthening risk-management systems 
and processes. While six out of ten of the executives surveyed are satisfied with the risk-management 
function’s success in complying with regulatory requirements, there is a significant level of dissatisfaction 
with technology infrastructure and the quality of stress-testing and scenario planning. The respondents 
recognise that it would not be easy to improve risk management, citing such barriers as inadequate 
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business systems and processes, lack of a culture of risk in the broader business, lack of accountability for 
risk management, and insufficient and poor-quality data.

• In preparing for the upturn, the region’s companies are focused on internal consolidation rather 
than on innovation, new markets, and new products and processes. Half of the surveyed executives 
say the priority will be to streamline existing operations and systems, while 36% will concentrate on 
training and development of current staff. Only 24% are taking advantage of the downturn to hire new 
quality staff. Outward expansion is seen as important, but it is evidently a secondary priority: 35% 
are identifying new markets, 30% are developing new products and services, and another 30% are 
intensifying the focus on innovation. Only 31% of respondents surveyed are likely to take advantage of 
distressed asset prices to make an acquisition over the next 12 months.

Who took the survey?

A total of 258 executives participated in the Economist Intelligence 
Unit’s “From hindsight to foresight: Improving business transparency 
in the wake of the financial crisis” survey, which was conducted in 
June-July 2009. Of these, 23% came from Australia and New Zealand; 
22% from India; 16% from Japan; 10% from China; 7% each from 
Hong Kong and Singapore; and the remaining 15% from the rest of 
Asia. The analysis in this report is based on the survey results, desk 
research and a series of in-depth interviews with senior executives 
and independent experts. The survey sample was senior: 57% of 

respondents were C-level executives such as CEOs, CFOs, and CIOs, and 
the balance consisted of senior vice-presidents, heads of business 
units and other senior managers. Of the total 258 survey respondents, 
52% work with companies that have global annual revenues in excess 
of US$500m. The survey polled responses from a wide variety of 
industries: financial services (27%); professional services (14%); 
manufacturing (10%); IT and technology (8%); energy, resources and 
chemicals (6%); healthcare, pharmaceutical and biotechnology (5%); 
travel and tourism (3%); construction and real estate (3%); consumer 
goods (3%); entertainment and media (3%); and others (18%).

For more details on the survey sample and results, see the 
Appendix.
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Green shoots, or scorched earth?

The good news is that the global economy appears to have been pulled back from the brink of a second 
Great Depression. The not-so-good news is that there is little consensus on how economies in the Asia-

Pacific region will perform in the years ahead, making it difficult for companies to make firm plans more 
than a few quarters into the future.

While the majority of the 258 senior executives who participated in the survey believe that an 
economic recovery is now under way in their country of residence, they are uncertain about its durability. 
Thirty-six percent are optimistic that the improvement they are seeing is sustainable. However, an equal 
proportion believes the recovery is unlikely to continue. And a sizeable minority (27%) say their local 
economy remains in recession.  

The ambivalence is not surprising. While the latest readings indicate signs of economic recovery in the 
region, particularly in Australia, China, India, Indonesia and South Korea, economists remain cautious 
about the way forward. In March this year, the World Bank projected that the Chinese economy will 
expand by 6.5% in 2009.1 Just three months later, the 2009 forecast was upgraded to 7.2% on the back of 
massive stimulus spending.2 Thanks to China, 2009 growth in Asia is forecast to be the world’s highest at 
5%, although this would be a slower pace than the 8% recorded in 2008.3   

But the World Bank also warned that “it is too early to say there is a sustained recovery” in China 
because “there are limits to how much and how long China’s growth can diverge from global growth 
based on government-influenced spending.” The same caveat applies to other economies in the region. 
In a highly globalised world, worsening economic problems in Europe, Japan and the US can cloud Asia’s 
prospects, no matter how positive they appear to be at this time. 

The International Monetary Fund has arrived at a similar conclusion. “For the rest of 2009, the external 
shock is expected to continue to spill over into private investment and consumption, causing many 
countries to register negative growth rates,” it said in May. IMF economists warn of a double-dip recession 
if “insidious feedback loops between the real and financial sectors in Asia” cause corporate distress and 
bankruptcies, which would then dampen domestic demand and once again make banks less willing to 
extend credit.4

Do you believe an economic recovery is under way in your country of residence?
(% respondents)

A sustainable recovery is under way

A recovery is under way but it is unlikely to be sustained

A recovery is not yet under way

Don’t know

36

36

27

2

37

1 World Bank, “China Quarterly 
Update—March 2009.”
2 World Bank, “China Quarterly 
Update—June 2009.”
3 World Bank, “Global  
Development Finance 2009: 
Charting a Global Recovery.”

4 International Monetary 
Fund, “Global Crisis: The Asian 
Context,” May 2009.



From hindsight to foresight
Improving business transparency in the wake of the financial crisis

 © The Economist Intelligence Unit 2009 7

 India and China—the bright spots
All that said, this research finds a divergence in economic views according to geography and industry 
sector. There is a strong degree of optimism among respondents based in India and China, the majority of 
whom believe a sustainable recovery is under way in their country.  

In contrast, only 38% of respondents in Australia are optimistic that the recovery in their economy will 
be sustained. Optimism is even lower in Hong Kong and New Zealand (both 17%) and in Singapore (16%).  

The most pessimistic executives live in Japan. Forty-four percent of Japan-based respondents see no 
economic recovery in that country at all. Another 44% concede that there are signs of recovery, but they 
do not believe it is sustainable. Only a paltry 10% think green shoots of recovery are taking root.

Do you believe an economic recovery is under way in your country of residence?
(% respondents)

India

A sustainable recovery is under way
A recovery is under way but it is unlikely to be sustained

A recovery is not yet under way
Don’t know

China

Australia

Hong Kong

New Zealand

Singapore

Japan

Others

Others: Indonesia, Malaysia, Philippines, Thailand and Vietnam

63 23 14

62 23 412

38 27 431

17 72 11

17 17 67

16 26 58

10 44 244

32 55 13

Hope and despair
In terms of industry sectors, energy, resources and chemicals companies seem to be the most convinced 
that the economic recovery is sustainable (73%), followed by those in construction and real estate 
(71%), and IT and telecoms (46%). The level of optimism is lowest in healthcare, pharmaceuticals and 
biotechnology (21%) and consumer goods and retail (14%). India (which accounted for 22% of responses 
in the survey) is currently facing a poor monsoon which could stunt rural consumption, with serious 
consequences for sectors such as consumer goods and retailing. 

Allianz Insurance Management Asia-Pacific is in financial services, a sector which is one of the less 
optimistic according to this study. But the German multinational, which manages US$19bn in insurance 
assets across the region, believes that Asia is on the road to sustainable economic recovery. “We’re 
forecasting fairly low growth of 2.7% for the region this year,” says Bruce Bowers, Allianz’s CEO for Asia, 
referring to projections by Allianz Group Economics. “In 2010, we’re predicting growth of around 5.6%.” 

Having gone through the crucible of the 1997-98 Asian financial crisis, most regional economies now 
have record currency reserves, low foreign debt and reasonable current-account surpluses, he points out. 
“We believe most of Asia will be spared a prolonged downturn,” says Mr Bowers. “But the upswing won’t 
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Do you believe an economic recovery is under way in your sector?
(% respondents)

Energy, resources and chemicals

A sustainable recovery is under way
A recovery is under way but it is unlikely to be sustained

A recovery is not yet under way
Don’t know

Construction and real estate

IT and telecoms

Manufacturing

Financial services

Professional services

Healthcare, pharma and biotechnology

Consumer goods and retailing

73 20 7

71 29

46 25 29

33 41 26

32 2342 3

29 31 37 3

21 57 21

14 57 29

be universal.” Allianz sees China and India as the main pockets of upswing because of the “huge internal 
growth engine” of domestic consumption in the two populous countries. 

Terry Poon, CFO of Lifestyle International Holdings, an operator of department stores in Hong Kong 
and China with turnover of US$454m last year, is also optimistic. “China is definitely still a growing market 
for most retailers,” he says. “Obviously we will see some slowing down globally, but our assumption is that 
the market will still be going strong, not just relative to the US but in terms of positive growth.” Unlike a 
number of other retailers, Lifestyle does not own factories that make the goods on its shelves, so it has 
few problems with unsold inventory, which is simply returned to suppliers.
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Clearing the haze

The lack of clarity in the larger economy is mirrored at the company level. To begin with, six out of ten 
executives surveyed say that their firm did not foresee the degree to which it would be affected by the 

financial crisis. The respondents admit that the crisis has uncovered the vulnerability of their companies 
to external and internal risks that may have tended to be glossed over or ignored in the past. These 
include market risk (identified by 74% of the executives), credit risk (59%), liquidity risk (53%) and 
inability to aggregate the external risks at the firm level (45%).

Significantly, 40% of the executives surveyed say the crisis has also exposed the risk to the company of 
relying on poor-quality reporting in terms of accuracy, timeliness and completeness. The problem area is 
mainly financial data. Asked which function or department is now the focus of efforts to increase visibility 
and transparency in their organisation, 73% of respondents pointed to finance.

Which risks to your business were most exposed by the current economic crisis?
(% respondents)

Market risk
External

Credit risk

Currency risk

Operational risk (supplier default)

Regulatory risk

Fraud risk

Other, please specify

Don’t know

74

59

36

35

24

11

5

2

Liquidity risk (cash on hand)
Internal

Inability to aggregate external risks at the firm level 
(eg, inadequate risk-management processes, systems and expertise)

Poor quality of reporting (accuracy, timeliness and completeness)

Asset risk (deflation)

Weak internal governance and controls

Lack of information security

Other, please specify

Don’t know

53

45

40

31

28

15

5

7

Finger on the pulse
The point has been made in the media and elsewhere that the near-death experience of the global 
financial system is a one-off event. No one, it is said, could have foreseen the credit crunch that set off 
the deadly cocktail of collapsing financial institutions, job losses, imploding consumer confidence and 
demand, falling exports and the fall-off in business activity that brought so much grief to enterprises 
in Asia and elsewhere. “You would have needed a crystal ball,” says Richard Elman, founder and CEO of 
Singapore-listed Noble Group, a global market leader in commodities logistics and trading with US$36bn 
a year in revenues. 
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But this does not mean that a robust reporting system could not have alerted companies that 
something big was afoot, even if the precise nature of the looming crisis was not apparent. At Noble, a 
risk dashboard on each key executive’s computer screen is produced every day, containing a whole range 
of metrics that update information on the company’s underlying exposures. “We had market intelligence 
and some leading indicators telling us that we were going to have significant reversals in the commodities 
market in the second quarter of 2008,” recalls Mr Elman. “That led to a period of time where we started to 
mitigate our exposure to counterparties and extend our hedging programmes on our assets.” 

When the world was brought to the brink of ruin with the unthinkable bankruptcy of Lehman Brothers 
and the implosion of AIG and other financial institutions, Noble had already done the preparatory 
work that helped it weather the worst. “We had changed some credit terms and reduced the tenure of 
transactions,” says Mr Elman. Among the measures taken were to insist on letters of credit from customers 
judged vulnerable to a reversal in commodity prices. Revenues in the first quarter of 2009 still got hit, 
falling 36% from the same period last year, but gross profit margin was kept stable at 3.7% and cash levels 
jumped to a near-record US$1.2bn. 

A similar dynamic was at work at Pacific Basin Shipping, a Hong Kong-listed enterprise with revenues 
of US$1.7bn in 2008. The company, too, has a dashboard that keeps executives updated on internal and 
external metrics, including order books for new vessels, which ballooned in volume and price through 
2006 and 2007. “We became concerned because shipping, especially the dry bulk segment we are in, is 
very fragmented, so slight changes in supply and demand can have a significant impact on earnings,” says 
Klaus Nyborg, deputy CEO. 

By early 2007, the decision was made to start selling Pacific Basin’s ships and to lease them back from 
the new owners. “We sold nearly 40% of the capacity of our own vessels,” says Mr Nyborg. “There were a 
lot of buyers because the market in the short term offered very attractive returns. You can say we were in a 
sweet position when the problems in the financial market and the global economy hit us.” The company’s 
cash and cash equivalents jumped to US$649.5m at end-2007 from US$63.2m in 2006. It now stands at 
more than US$1bn, a hoard that can be used for expansion and for mergers and acquisitions (M&A) when 
the opportunity arises.

Gaining visibility and transparency 
While companies such as Noble and Pacific Basin are sitting pretty, not everyone had such good visibility 
of their business and many failed to take preventative action. What are enterprises in Asia doing 
to improve? Respondents say their firms are increasing the frequency of internal reporting (47%), 
placing more emphasis on forward-looking analysis and transparency in internal reporting (43%), and 
strengthening market intelligence gathering tools and processes (41%). Other key strategies include 
changing/strengthening internal controls and processes (46%) and improving communications between 
business lines and functions (43%).

Specifically, companies are trying to improve data tracking and reporting through better and more 
sophisticated analytics (58%), and secondarily through collaboration across business lines (44%). Asked 
what external data and metrics are now more closely tracked, the executives point to interest rates and 
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What measures is your company taking to gain better visibility into its operations?
(% respondents)

Increasing frequency of internal reporting (sales, cash flow, inventory, etc)

Changing/strengthening internal controls and processes

Placing more emphasis on forward-looking analysis and transparency in internal reporting

Improving communication between business lines/functions

Strengthening market intelligence gathering tools and processes

Giving more authority to the risk-management function

Seeking independent, third-party expertise to understand potential risks

Other, please specify

Don’t know

47

46

43

43

41

20

12

1

3

exchange rates (both 49%) and market liquidity (47%). Among internal data and metrics, cash flows are 
the most closely monitored (60%). Profit margins (43%) and employee productivity (34%) are also seen 
as internal data points that must be closely watched.

And that is how it should be. All these are part of a company’s survival kit in times of crisis, says Mr 
Poon of Lifestyle Holdings. “Even in good times, you need to have good forecasting and cash control, and 
a platform to keep track of your cash,” he says. “You have to have a very clear idea as to how much you can 
borrow, and very good communications and relationships with the banks to make sure they will be there 
to support you if you run into problems.”

Which aspects of data tracking and reporting are you most trying to improve?
(% respondents)
Better and more sophisticated analytics

Collaboration across business lines

Technical expertise (eg, training and development of concerned staff)

Frequency of reporting

Senior management engagement

Technology infrastructure

Technical competence of risk officers/training

Validation of exernal data

Other, please specify

Don’t know

58

44

35

32

30

27

17

17

2

3
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Staying ahead of risks

Tracking reliable and relevant data is undeniably important, but using the information for effective 
decision-making is even more critical. The global crisis has underscored once again the importance of risk 
management. Data visibility and transparency are essential components of risk management, but there 
are many other required elements. These include technology infrastructure for analysis, stress-testing 
and scenario planning; operations and governance structures involving managers, staff and the board; 
accountability and communications up and down the decision-making chain; and a culture of risk that 
balances entrepreneurial risk-taking and prudent management. 

Asked to assess their company’s risk-management capability on selected parameters in the face of the 
economic crisis, the respondents were most satisfied with their risk managers’ track record in complying 
with regulatory requirements (66% gave a rating at the upper end of the very good-to-very poor five-
point scale).

On other parameters, the executives surveyed are decidedly lukewarm. On alignment of risk with 
overall corporate performance, 43% gave a middling rating, at the mid-point of a very good-to-very poor 
five-point scale. The same is true on quality of data and reporting (41%), and communication between 
the risk function and lines of business (40%). Worse, many respondents rated risk management in their 
company as “very poor” or “poor” in terms of technology infrastructure (39%), and stress-testing and 
scenario planning (29%).  

How would you rate your company’s risk-management capability on the following parameters in the wake of the economic crisis?
(% respondents)

Quality of data and reporting
Very good 1 2 3 4

Communication between risk function and lines of business

Human capital (eg, technical expertise of risk managers)

Risk-management technology infrastructure

Alignment with overall corporate performance

Transparency

Regulatory compliance

Enterprise-wide applicability

Stress-testing and scenario planning

307 51641 2

247 42140 4

336 41937 2

183 122734 5

337 21443 1

3610 31831 2

4422 1526 2

267 51840 4

205 101940 5

Very poor 5 Don’t know
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Barriers to risk reform 
While the crisis has brought home the need for improvement, respondents say many barriers stand in the 
way. The company’s inadequate systems and processes are one challenge, cited by 53% as a key hindrance 
to improving risk management. The effectiveness of the risk-management function does not depend only 
on the expertise to analyse, stress-test and extrapolate, but also on the effectiveness of business systems 
and processes such as enterprise resource planning, cash and treasury management, inventory and 
supply chain, and the quality and timeliness of the information they generate.

The list of barriers to improving risk management also includes lack of a culture of risk in the broader 
business (42%), lack of accountability for risk management (38%), and insufficient and poor-quality data 
(37%).  

What are the main barriers to improving risk management in your company?
(% respondents)
Inadequate systems and processes

Lack of risk culture among broader business

Lack of accountability for risk management

Insufficient and poor-quality data

Poor communication across functional lines

Lack of technical expertise

Lack of support from the top management

Other, please specify

Don’t know

53

42

38

37

32

26

13

3

3

Which communication line most needs to be improved for your organisation to proactively manage risk to pursue future growth?
(% respondents)

Between risk function and business heads

Between risk function and senior management

Within the risk function

Between risk function and CFO

Between risk function and independent directors

Other, please specify

Don’t know

36

34

8

8

7

1

6



From hindsight to foresight
Improving business transparency in the wake of the financial crisis

14 © The Economist Intelligence Unit 2009

The respondents were asked about communications between the risk department and the rest of the 
business. They see two areas as in need of particular attention: lines of communication between the risk 
function and business heads (36%), and between the risk function and senior management (34%).  This 
finding is significant in light of responses to a separate question on who will have the most influence over 
changes to risk-management processes. The overwhelming majority (86%) point to top management.

Interestingly, 48% of the executives surveyed expect that the government or regulators will exert 
influence in changing the way companies undertake risk management going forward. The expectation 
seems to be that the authorities may intervene to ensure that businesses put a risk-management system 
in place.

Managing uncertainty  
How can companies in Asia design and implement a robust risk-management system? It is instructive to 
examine the structures and practices at Noble Group, Pacific Basin and Allianz—companies that operate 
in industry sectors with plentiful and endemic risks.  

At Noble Group, says Mr Elman, the emphasis is on making risk management part of the company 
culture. “We have pretty comprehensive VaR [value-at-risk software], stress tests, scenario analyses and 
Monte Carlo techniques in place,” he explains. “But to us, risk management is not just about quantitative 
techniques. Most importantly, you have to have people at the front end who are actually receptive to the 
culture of risk management within the organisation.”

That means anyone in the organisation who comes across game-changing market intelligence or 
information that may pose a threat to the business is expected to pass it on to their bosses or the risk-
management department. For their part, managers are supposed to make decisions that take risk 
exposures into account without crimping entrepreneurial initiative. As Mr Nyborg of Pacific Basin puts it: 
“You can take risks—and you take a lot risks in shipping—but you can’t risk the company... It’s a matter of 
taking a steady course and not tacking too close to the wind.” 

Committees at the operating and board levels lend structure and provide oversight and governance. 
Noble Group has an eight-member Risk Committee chaired by the COO (with the group risk manager 
as deputy and the group CFO and business unit heads as members), which meets once a week. “It was 
originally set up for general oversight of risk management and limit approvals,” recounts Mr Elman. “Then 
we decided it should become a management forum, which led to a higher level of ownership over the 
process”—and lively debates that help clarify assumptions and courses of action. 

The business unit heads are ultimately accountable for risk-management decisions, but the risk 
management department monitors their actions to make sure the capital put at risk does not breach the 
limits set by the CEO or executive committee. “We put into all our companies exposure limits, aggregated 
limits, foreign-exchange limits, you name it,” says Andreas Wilhelm, regional COO and chief risk officer at 
Allianz. “That helped us avoid exposure to so-called toxic assets. Whatever we don’t understand, we don’t 
buy, and we never understood CDOs [collateralised debt obligations], so we didn’t buy them.”   

Allianz has also put in a system that periodically assesses the effectiveness of the risk function in each 
subsidiary through annual risk reviews and diagnostics. The company makes the most of being part of a 
global operation. Before the sub-prime crisis hit the US in 2007, the company’s Asian operations already 
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had early warning from the asset-management team there, whose grassroots research found problems 
with the ability of people granted mortgages to service them. The various Allianz companies in Asia 
trimmed their equity exposure to less than 2% of their portfolios, loading up instead on government 
bonds and other fixed-income assets. 

Noble’s Mr Elman believes companies must cultivate a state of mind that regards risk management as 
not only the management of risks. “You can come up with a number of infinite plans to deal with a number 
of event scenarios,” he explains. “But risk management also has to involve management of uncertainty. 
One of the things that Noble [was able to achieve] last year was to show its ability to deal with uncertain 
events.” 

Noble has drafted contingency plans to respond to events that have occurred in the past and may 
happen again. But its main approach is to build a structure, governance, skills, techniques and risk 
culture that will enable the organisation to respond quickly and correctly to economic and business 
events that have not happened before, and therefore could not have been anticipated—such as the rapid 
growth and implosion of collateralised debt obligations and other toxic instruments that eventually led to 
the global financial and economic crisis.  
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Preparing for the upturn

Looking ahead, the top strategic priorities of companies in Asia-Pacific are to improve operational 
efficiency (62%) and consolidate their current business (43%), more than to go out and find new markets 
(33%) and develop new products (29%). 

Pacific Basin’s response is typical. Before the crisis, it was developing other businesses in anticipation 
of a glut in new vessels, which could lead to tighter competition in dry bulk shipping and lower margins 

How is your company preparing for the upturn?
(% respondents)
Streamlining operations, processes and systems

Training and development of existing staff

Identifying new markets

Developing new products and services

Increasing focus on innovation

Altering business model

Investing in IT

Other, please specify

Acquiring quality talent

Pursing collaboration as a means of growth and risk diversification

50

36

35

30

30

25

24

24

19

2

In the current economic environment, what are your company’s top strategic priorities to drive future growth?
(% respondents)
Improving operational efficiency (streamlining and rationalising operations, cutting costs, etc)

Consolidating current business (focusing on home region, core products, etc)

Finding new markets

Improving customer service

Strengthening risk management

Developing new products

Other, please specify

Strengthening/changing internal controls

Improving governance and transparency

62

43

33

33

31

29

19

17

3
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for the company. One of the new initiatives, roll-on/roll-off (ro-ro) transport for wheeled cargo such as 
trucks, trailers and railroad cars is still on, but the company has deferred delivery of three ro-ro vessels 
from next year to 2011. And diversification into maritime services and China ports has been scrapped, 
resulting in the laying-off of 77 employees. “We will focus on core activities,” says Mr Nyborg. 

Asked specifically how their companies are preparing for the upturn, the respondents indicated 
that the focus will be more of the same. Half of the executives surveyed say the priority will continue 
to be streamlining operations and systems. The respondents see outward expansion as of secondary 
importance. Only one-third are preparing for the upturn by identifying new markets (35%), developing 
new products and services (30%), or increasing focus on innovation (30%). 

This inward focus may be linked to the tendency of respondents to doubt the sustainability of the 
economic recovery in their country of residence. From this point of view, it makes more sense for 
companies to focus on the preparatory moves of continuing to strengthen internal processes and core 
competencies, rather than to initiate big outward moves for an upturn that may or may not happen 
anytime soon.

Stay close to customers and employees
When asked what areas of the business will be most important in helping the company prepare for 
economic recovery, only 25% singled out research and development, and just 23% pointed to technology. 
The top functions are those that primarily address the preservation of market share and customer base, 
such as sales and marketing (both 38%), human resources (35%) and customer service (30%).

Which of the following areas of your business do you think will be the most important in helping your company prepare for an
economic upturn?
(% respondents)
Sales

Marketing

Human resources

Customer service

Finance

Operations and production

Supply chain/distribution

Procurement/sourcing

Other, please specify

Don’t know

Research and development

Technology

38

38

35

30

25

25

25

23

15

14

2

2
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Asia’s companies also recognise the importance of communicating with employees to effectively 
align the workforce with new strategies required during the global slump and in the post-crisis world. A 
commanding majority (72%) say they are focused on communicating clearly across the organisation. They 
are also building a culture of transparency and governance (57%) and creating feedback mechanisms 
(44%), which are part and parcel of good communications.

The issue of communications with employees has taken on renewed importance in this recessionary 
environment, which has forced many companies to lay off staff. Those left behind must be reassured and 
reinvigorated. At Pacific Basin, the approach was to make a surgical cut. “It was a matter of doing it fast 
and quickly and being able to offer the individuals a fair package for leaving,” says Mr Nyborg. “One big 
cut and one clear message that it’s now all behind us.” Going forward, the focus is now on communicating 
that the company is returning to its core businesses and its medium- and long-term strategies as it 
prepares for the end of the recession and the resumption of growth. 

Mergers and acquisitions
Consistent with the inward focus, a sizeable percentage of the surveyed executives (45%) say their 
company is unlikely to take advantage of distressed asset prices to make an acquisition in the next 12 
months. Just under one-third of respondents think their company will be likely buyers, while 24% say 
they do not know.

Standing out against the trend, 47% of respondents in Singapore and 37% in Japan believe their 
company will embark on an M&A transaction. Singapore and Japan are two countries with the highest 

How can companies effectively align employees with their strategy in these times?
(% respondents)
Communicating clearly

Building a culture of transparency and governance

Creating feedback mechanisms

Empowering department heads with tools to understand the overall strategy and their respective roles

Encouraging department heads to engage with front-line employees

Centralising decision-making

Localising decision-making

Others

72

57

44

40

36

13

12

2

Is your company likely to take advantage fo distressed asset prices to make an acquisition over the next 12 months?
(% respondents)
Yes

No

Don’t know

31

45

24



From hindsight to foresight
Improving business transparency in the wake of the financial crisis

 © The Economist Intelligence Unit 2009 19

proportion of respondents who do not see a recovery in their country of residence or who believe that the 
recovery they are seeing will not be sustainable. It may be that acquisitive companies in these markets 
expect to see a wider array of distressed assets priced at bargain levels over the next year as hard times 
continue to grind down many businesses.

Respondents from China and India, who are the most optimistic about the prospects for their local 
economies, differ in their M&A expectations. Forty-two percent of China-based executives say their 
companies will take advantage of distressed asset prices to make an acquisition over the next 12 months. 
Just 26% in India say the same. One possible explanation may be the direction of the M&A focus in the 
two markets. Chinese companies may be looking to acquire overseas, particularly in the West, where a 
shallow recovery from the recession is expected to keep asset values under pressure. Indian companies, 
on the other hand, may be more focused on M&A within India, where GDP growth may resume strongly and 
thus lift asset prices.

 Whatever the time frame for their acquisitions, many big Asian companies have the cash to make 
purchases, among them Noble Group and Pacific Basin. But for now, the default setting is to stay cash-
heavy. “When you have uncertainty, you need cash,” says Mr Elman, a lesson learned during the 1997-98 
Asian financial crisis. “What we haven’t forgotten is that cash is king. That’s in our DNA as a company.”   

Is your company likely to take advantage of distressed asset prices to make an acquisition over the next 12months, by country?
(% respondents)

Singapore
Yes No Don’t know

China

Japan

Australia

Hong Kong

India

47 26 26

42 35 23

37 42 22

30 50 20

28 50 22

26 46 29

With the initiatives you are currently undertaking, how do you think each of the following areas of your business will fare
when the downturn is over?
(% respondents)

Market share
Increase Stay the same Decrease

Revenues

Quality of talent

Operational efficiency

Risk-management capabilities

Internal governance and controls

Transparency and reporting

59 36 5

70 21 9

46 46 9

63 34 3

55 43 2

48 47 4

34454
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But he says Noble will consider buying assets “if they offer value.” Uncertainty also creates 
opportunity, says Mr Elman. “The mistakes of others in this environment present an opportunity for a 
company like Noble to acquire assets or to hire people, and so we’re able to effectively build up our human 
and physical capital going forward. We see [the crisis] as a fantastic opportunity because assets and 
people that might not have been available when times were better are now suddenly available.”

Optimism, at last  
The majority of the surveyed executives are optimistic that the changes they are making now will result 
in big gains when the recession ends. Seven out of ten see a rise in revenues, 63% predict improvements 
in operational efficiency, and 59% expect increased market share. They also believe that the various 
initiatives will improve risk management capabilities (55%) and transparency and reporting (54%). 

But the expectations are lower in quality of talent and corporate governance. Forty-six percent say 
the quality of the workforce will stay the same or even deteriorate (9%), possibly because no new hiring 
is contemplated. Forty-seven percent think there will be no change in internal governance and controls, 
with 4% predicting some deterioration.

Is the optimism justified? Of the 143 S&P 500 companies in the US that had reported second quarter 
2009 earnings as of July 24, 75% handily exceeded analysts profit expectations. But only half topped 
analyst estimates of sales.5 Most Asian companies have yet to report, but the early ones are showing 
similar results. India’s ICICI Bank, for example, said net profit in the April-to-June quarter reached 
US$183m, up 21% from a year ago, primarily on the back of bond and currency trading. But total loans 
outstanding shrank 13% from the same period last year.6

5 Peter J. Brennan and Steve 
Matthews, “Sales Fail to Keep 
Pace with Profits as Economy 
Stays Sluggish,” Bloomberg, 
July 25, 2009.
6 M.C. Govardhana Rangan, 
“ICICI First-Quarter Profit 
Gains 21%, Beats Estimates,” 
Bloomberg, July 25, 2009.
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Conclusions

Second-quarter earnings reports suggest that workforce reductions and other cost-cutting measures 
are beginning to benefit corporate bottom lines. This is good news, but the point must be made that the 
gains have a limited shelf-life. Companies can trim expenses only so far. To sustain profitability, they have 
to grow the top line too, and that can happen only in a supportive economic environment in which the 
vaunted green shoots of recovery that we see today actually turn into fields of grain. 

Unfortunately, as the findings of this research indicate, executives in Asia are unsure about the 
sustainability of the economic recovery they are seeing in their countries of residence. But hindsight can 
become foresight. The respondents freely admit that the economic crisis has exposed vulnerabilities in 
their risk management and business transparency, including poor-quality reporting in terms of accuracy, 
timeliness and completeness. Given that a double-dip recession is a distinct possibility, it is more 
important than ever for companies in Asia to plug these holes as best and as fast as they can.

The challenge for companies is to meld technology, technique and the human element into a seamless 
risk-management system that is responsive to changing circumstances. For it is almost certain that the 
post-recession business world will not be a carbon copy of the pre-crisis one. 

Companies in Asia will need to adapt to the “new normal”, but this research suggests that most remain 
preoccupied with internal consolidation as a strategy in preparing for the upturn. Relatively few focus 
on innovation, identifying new markets and developing new products and services. This is perhaps 
understandable because the shape of the immediate future is so uncertain. 

Every company is unique, of course, and each one has to grapple with internal and external challenges 
in its own way. Still, the enterprise that operates with business transparency and deploys a robust risk-
management system is likely to know exactly what it is up against and what weapons it needs to get ahead 
of the competition. 
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Appendix: Survey results

1. Do you believe an economic recovery is under way in your country of residence?
 (% respondents)

A sustainable recovery is under way

A recovery is under way but it is unlikely to be sustained

A recovery is not yet under way

Don’t know

36

36

27

2

37

2. In the current economic environment, what are your company’s top strategic priorities to drive future growth?
 Select up to three priorities.
 (% respondents)
Improving operational efficiency (streamlining and rationalising operations, cutting costs, etc)

Consolidating current business (focusing on home region, core products, etc)

Finding new markets

Improving customer service

Strengthening risk management

Developing new products

Other, please specify

Strengthening/changing internal controls

Improving governance and transparency

62

43

33

33

31

29

19

17

3

3. In your opinion did your company foresee the degree to which the financial crisis would affect it?
 (% respondents)
Yes

No

Don’t know

35

60

5
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4. In light of the economic crisis, what have you changed about the way you manage your business? Select up to three.
 (% respondents)
Rationalised costs and workforce

Increased focus on cash flow

Restructured operations to focus on core competencies

Enhanced focus on forward-looking planning and analysis

Improved communication across organisational silos and employee levels

Shifted towards centralised decision-making

Other, please specify

We have not made any changes

61

52

41

41

29

19

3

3

5. Which external risks to your business were most exposed by the current economic crisis? Select the top three risks.
 (% respondents)
Market risk

Credit risk

Currency risk

Operational risk (supplier default)

Regulatory risk

Fraud risk

Other, please specify

Don’t know

74

59

36

35

24

11

5

2

6. Which internal risks to your business were most exposed by the current economic crisis? Select the top three risks.
 (% respondents)
Liquidity risk (cash on hand)

Inability to aggregate external risks at the firm level (eg, inadequate risk-management processes, systems and expertise)

Poor quality of reporting (accuracy, timeliness and completeness)

Asset risk (deflation)

Weak internal-governance controls

Lack of information security

Other, please specify

Don’t know

53

45

40

31

28

15

5

7
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7. How would you rate your company’s risk-management capability on the following parameters in the wake of the economic 
 crisis?
 (% respondents)
Quality of data and reporting

Very good 1 2 3 4

Communication between risk function and lines of business

Human capital (eg, technical expertise of risk managers)

Risk-management technology infrastructure

Alignment with overall corporate performance

Transparency

Regulatory compliance

Enterprise-wide applicability

Stress testing and scenario planning

307 51641 2

247 42140 4

336 41937 2

183 122734 5

337 21443 1

3610 31831 2

4422 1526 2

267 51840 4

205 101940 5

Very poor 5 Don’t know

8. Who will have the most influence over changes to your risk-management processes in the future? Select the top three.
 (% respondents)
Top management

Government/regulators

Investors

Customers

Employees

Independent directors

Rating agencies

Other, please specify

86

48

32

32

23

17

10

2
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9. What are the main barriers to improving risk management in your company? Select the top three barriers.
 (% respondents)
Inadequate systems and processes

Lack of risk culture among broader business

Lack of accountability for risk management

Insufficient and poor-quality data

Poor communication across functional lines

Lack of technical expertise

Lack of support from the top management

Other, please specify

Don’t know

53

42

38

37

32

26

13

3

3

10. Which communication line most needs to be improved for your organisation to proactively manage risk to pursue future 
 growth? Select the most important.
 (% respondents)
Between risk function and business heads

Between risk function and senior management

Within the risk function

Between risk function and CFO

Between risk function and independent directors

Other, please specify

Don’t know

36

34

8

8

7

1

6

11. What measures are your company taking to gain better visibility into its operations? Select the top three.
 (% respondents)

Increasing frequency of internal reporting (sales, cash flow, inventory, etc)

Changing/strengthening internal controls and processes

Placing more emphasis on forward-looking analysis and transparency in internal reporting

Improving communication between business lines/functions

Strengthening market intelligence gathering tools and processes

Giving more authority to the risk-management function

Seeking independent, third-party expertise to understand potential risks

Other, please specify

Don’t know

47

46

43

43

41

20

12

1

3
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12. Which functions or departments are the focus of efforts to increase visibility and transparency in your organisation? 
 Select the top three.
 (% respondents)
Finance

Risk management

Sales

Procurement/sourcing

Supply chain/distribution

IT

Manufacturing

R&D

Other, please specify

73

40

36

25

23

19

12

9

5

Don’t know
3

13. What external data and metrics will your company be tracking more closely following the financial crisis? Select the top five.
 (% respondents)

Interest rates

Exchange rate

Market liquidity

Commodity prices (oil, metals, etc)

Stock prices

Public spending

M&A activity

Corporate bond/treasury spreads

Savings rate

Other, please specify

Don’t know

Real-estate prices

Private investment

49

49

47

39

34

28

22

22

20

15

13

4

6
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14. What internal data and metrics will your company be tracking more closely following the financial crisis? Select the top three.
 (% respondents)

Cash flows

Profit margins

Employee productivity

Working capital cycle

Accounts receivable cycle

Order book/revenue pipeline

Asset utilisation

Other, please specify

Don’t know

Debt-equity ratio

Inventory turnover

60

43

34

28

27

27

22

17

11

2

3

15. Which aspects of data tracking and reporting are you most trying to improve in your company? Select the top three.
 (% respondents)
Better and more sophisticated analytics

Collaboration across business lines

Technical expertise (eg, training and development of concerned staff)

Frequency of reporting

Senior management engagement

Technology infrastructure

Technical competence of risk officers/training

Validation of exernal data

Other, please specify

Don’t know

58

44

35

32

30

27

17

17

2

3
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16. How is your company preparing for the upturn? Select the top three.
 (% respondents)
Streamlining operations, processes and systems

Training and development of existing staff

Identifying new markets

Developing new products and services

Increasing focus on innovation

Altering business model

Investing in IT

Other, please specify

Acquiring quality talent

Pursing collaboration as a means of growth and risk diversification

50

36

35

30

30

25

24

24

19

2

17. Which of the following areas of your business do you think will be the most important in helping your company prepare for an 
 economic upturn? Select the top three.
 (% respondents)
Sales

Marketing

Human resources

Customer service

Finance

Operations and production

Supply chain/distribution

Procurement/sourcing

Other, please specify

Don’t know

Research and development

Technology

38

38

35

30

25

25

25

23

15

14

2

2
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18. Is your company likely to take advantage of distressed asset prices to make an acquisition over the next 12 months?
 (% respondents)
Yes

No

Don’t know

31

45

24

19. How can companies effectively align employees with their strategy in these times? Select the top three.
 (% respondents)
Communicating clearly (both short-term and long-term goals, likely scenarios, rewards, etc)

Building a culture of transparency and governance

Creating feedback mechanisms across functions and employee levels

Empowering department heads with tools to understand the overall strategy and their respective roles

Encouraging department heads to engage with front-line employees closely

Centralising decision-making

Localising decision-making

Other, please specify

72

57

44

40

36

13

12

2

Don’t know
1

20. With the initiatives you are currently undertaking, how do you think each of the following areas of your business will fare 
 when the downturn is over?
 (% respondents)

Market share
Increase Stay the same Decrease

Revenues

Quality of talent

Operational efficiency

Risk-management capabilities

Internal governance and controls

Transparency and reporting

59 36 5

70 21 9

46 46 9

63 34 3

55 43 2

48 47 4

34454
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21. Which of the following best describes your job title?
 (% respondents)
CEO/president/managing director

Manager

Other C-level executive

Senior vice president/vice-president/director

Head of department

CFO/Treasurer/Comptroller

CIO/Technology director

Board member

Head of business unit

28

17

13

13

8

7

5

5

3

22. What are your organisation’s global annual revenues in US dollars?
 (% respondents)
Less than US$100m

US$1bn to US$5bn

US$10bn or more

US$750m to US$1bn

US$5bn to US$10bn

US$200m to US$500m

US$500m to US$750m

US$100m to US$200m

37

17

16

7

7

6

6

4
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23. In which country are you personally located?
 (% respondents)
India

Australia

Japan

China

Singapore

Hong Kong

New Zealand

Vietnam

Indonesia

Malaysia

South Korea

Philippines

Thailand

Mongolia

22

18

16

10

7

7

5

4

3

2

2

1

1

1

24. In which sub-region are you personally based?
 (% respondents)
Australia/New Zealand

India

North Asia

South-east Asia

Japan

23

22

20

20

16
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25. What is your company’s primary business?
 (% respondents)
Financial services

Professional services

Manufacturing

IT and technology

Healthcare, pharmaceuticals and biotechnology

Government/Public sector

Consumer goods

Education

Entertainment, media and publishing

Transportation, travel and tourism

Energy and natural resources

Chemicals

Construction and real estate

Logistics and distribution

Retailing

Agriculture and agribusiness

Automotive

Telecommunications

27

14

10

8

5

5

3

3

3

3

3

3

3

2

2

2

2

1
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26. What are your main functional roles? Please choose no more than three functions.
 (% respondents)
General management

Strategy and business development

Finance

Marketing and sales

Operations and production

Risk

Customer service

Human resources

IT

Information and research

Procurement

Supply-chain management

Legal

R&D

Other

46

38

31

27

13

12

10

8

8

5

4

4

3

3

3
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