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C-Suite Challenge™ 2020
Japan Edition
The global economy’s continued weakness, disruptions in global trade relationships between
the US, China, Europe, and other parts of the world, continued uncertainty about the impact of
Brexit and the Novel Coronavirus (COVID-19), along with geopolitical events in the Middle East,
Latin America, China, and Hong Kong, all make for a volatile and unsettling global picture for
2020 and beyond.
Now couple those geopolitical stressors with the reality of more intense competition as the new
digital economy forces a rethink on business models, higher expectations from more demanding
customers, the pressure to innovate, and the struggle to find and retain quality talent—all while
trying to hold the line on costs, defending against cyberattacks, and meeting tougher regulations
on data. This is the environment today’s business leaders across the globe and in Japan now
face. No one ever said it would be easy.
Finding new sources of growth for business will be challenging in coming years. Prior to the rise
of the coronavirus pandemic in the first quarter of 2020, The Conference Board global economic
outlook had expected global growth to remain slow in 2020 at 2.5 percent. Japan’s economy
was forecast to grow at just 0.5 percent in 2020 before rebounding slightly reaching an average
of 1.8 percent growth from 2020 to 2024 and 1.9 percent from 2025 to 2029. However those
numbers remain subject to revision because of the pandemic with expectations that the
economic impact of the COVID-19 virus will be significantly more serious than 2003 SARS
epidemic because of a longer crisis period; wider spread disruption; the service sector is more
exposed; and the global economy is more exposed.
Compounding the issues is that Japan has been in an unenviable position in recent decades: it
leads the aging population crunch among mature economies, which typically leads to a
shrinking labor supply and a drag on growth. Despite the nation’s aging demographics,
however, the economy has been able to deliver positive growth rates, and our projections
suggest some improvement in growth over the coming decade. The primary driver of this
gradual improvement will be greater contributions from capital. Indeed, if investments focus on
technology, digital transformation, and innovation, which we believe they will, the resulting gains
in capital quality and productivity will help drive growth in the years ahead. However, Japan’s
demographic crunch will continue to hurt growth, even as more women enter the workforce and
advancements in the quality of Japanese labor are made. Some nominal loosening of the
country’s immigration framework is unlikely to fully compensate for its demographic crunch, at
least in the near term.
In this challenging context, firms will have to be even more strategic in their pursuit of growth. It
will likely require the transformation of business models, a more holistic and clear understanding
of the business, political, and social ecosystems their organizations operate within, and new
approaches to collaboration and nontraditional partnerships, along with a re-evaluation of the
risks and rewards such partnerships create.
Today, amid the disruptive impacts of digital transformation, few organizations have the
knowledge or the resources to ensure future success by going it alone. The capacity to
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collaborate to build enough scale, re-imagine business models, and obtain (or at least borrow)
hard-to-find skills and talent, requires cultural transformation, the creation of more flexible and
fluid internal organizational structures, and development of wide-ranging external networks and
nontraditional partnerships. This capacity to collaborate will likely be a decisive factor in future
success. The era of the “lone corporate wolf” successfully conquering new markets, creating
breakthrough innovation through its own R&D function, and ruthlessly devouring competitors is
in decline.

About C-Suite Challenge™
Since 1999, The Conference Board CEO Challenge survey has asked CEOs across the globe
to identify the most critical issues they face and their strategies to meet them. Since 2017, the
C-Suite Challenge has expanded the survey pool beyond CEOs to the entire C-suite. This
year’s survey, conducted between September and October 2019, asked 1,520 C-suite
executives, including 740 CEOs across the globe (112 in Japan), for their views on the external
and internal stress points they face in the coming year; the need and will to collaborate with
nontraditional partners to drive future growth; and the impact that cyber risk and more
sophisticated attitudes toward data privacy and data regulation will have on their organizations
in a digitally transformed business environment.
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Hot-Button Issues for 2020
External Stress Points: A Tight Labor Market, Recession Risk, and More
Intense Competition Dominate Concerns for CEOs in Japan in 2020
Tight labor market: This is the number one concern among CEO in Japan for 2020.
Labor market tightness in many mature economies is reaching historic levels, including
Japan, the United States, and Germany creating angst about the ability to find qualified
workers. This macro-level concern about tight labor markets has a direct link to the two
top rated internal hot-button issues in Japan in this year’s survey—develop “next
generation” leaders and attraction and retention of top talent. While increasing labor
force participation rates, especially for women and older people in Japan, may reduce
some of the hiring pressure, this trend will not be enough to offset the tightening labor
market trend in the future.
Recession risk: The fear of recession is the top external concern for CEOs globally for
a second consecutive year and remains a major concern for CEOs in Japan, where it
ranks second behind tight labor markets. Recession concerns are prevalent despite
leading economic indicators signaling that a small improvement in the global outlook is
more likely than recession in 2020. One tangible risk of this recession mindset is that it
can become a self-fulfilling prophecy. Nobel Prize-winning economist Robert J. Shiller,
in his 2019 book Narrative Economics: How Stories Go Viral and Drive Major Economic
Events, writes that the probability that a recession will come soon—or be severe when it
does—depends in part on the state of ever-changing popular narratives about the
economy.1 For consumers, these narratives affect decisions on whether to spend or
save, whether to take a demanding or easy job, and whether to take a risk or stick with
something safer. For businesspeople, the prevailing narratives affect deliberations on
whether to hire more help or lay off employees, whether to expand or retrench, or even
when to start a new enterprise.2 The temptation is that, when faced with uncertainty,
business leaders will take a wait-and-see attitude, delaying investment, or will (in a
more extreme case) mortgage their long-term strategic plans—by skimping on both the
time and the resource investment required to maintain future competitiveness—to boost
short-term results.

1

Robert J. Shiller, Narrative Economics: How Stories Go Viral and Drive Major Economic Events (Princeton, NJ:
Princeton University Press, October 2019).
2 Robert J. Shiller, “What People Say about the Economy Can Set Off a Recession,” New York Times, September 12,
2019.
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Table 1: In Japan, a tight labor market and recession concerns dominate;
Globally, CEOs worry about trade disruptions and more intense competition
What are the top 3 issues that will require your greatest attention in 2020 in relation to the external
environment?

T=Tied for position ranking

Japan
CEO
1

Global
CEO

USA
CEO

Europe
CEO

China
CEO

Latin
America
CEO

5

3

6

T-8

10

Recession Risk

2

1

1

1

T-1

2

More intense Competition

3

3

2

4

3

5

Global Political Instability
Uncertainty about global
trade
Impact of climate change
on our business
Cybersecurity
More Demanding
Customers
Effects of Economic
Sanctions
Tougher Regulatory
Environment
Other

4

4

T-4

2

4

3

5

2

T-4

3

T-1

1

T-6

9

12

8

18

4

T-6

7

6

10

11

8

8

6

7

5

T-5

6

9

11

11

12

T-5

14

10

10

9

11

7

11

11

13

10

13

16

9

Volatility in Energy Prices

T-12

17

17

17

12

17

Income Inequality
Declining trust in political
and policy institutions

T-12

15

13

15

T-13

13

T-12

8

8

7

8

7

Currency volatility

15

12

T-14

16

10

12

Uncertainty in corporate
tax policies

16

16

T-14

14

T-13

15

Terrorism

17

18

18

18

15

18

Effects of Brexit

18

14

T-14

9

16

16

N=112

N=740

N=123

N=162

N=89

N=188

External Hot Button
Issues
Tight Labor Market
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More intense competition: it’s not just the entrance of emerging-market companies into the
global playing field and the expanded reach of multinationals that is creating more intense
competition. The flood of new disruptors—those agile and innovative (and often technologybased) companies—and the digital platforms they create are forcing more established firms to
rethink business models and how to create value for customers. For CEOs in Japan and
globally the intensity of competition is their third rated concern for the coming year. CEOs in
both China and Japan have moved this issue up in the rankings compared to 2019 (seventh in
China in 2019, third in 2020; fifth in Japan in 2019, third this year).3 One critical challenge that
speaks to intensifying competition in a different way: when trying to enhance the customer
experience (digitally), companies are essentially competing with the best experience a
consumer has had with any company, regardless of product or service, industry, or whether
through an offline or digital channel. It is an extremely high bar to meet, and it widens the field of
competitors in unexpected ways.
Trade tensions Uncertainty around global trade is most acutely felt by responding CEOs in
both China and Latin America. Though still a top-five external concern, CEOs in both Japan
(ranked fifth) and the United States (tied for fourth) give it less emphasis than their global peers,
while Europeans rank it as their third top concern.

Sanctions Causing Concern in China
Responding CEOs in China believe dealing with the effects of economic sanctions will be a priority
for their organizations in the coming year. They place this issue fifth—the highest ranking by any
region/country by a considerable margin. CEOs globally and in the United States rank it eleventh,
while CEOs in Japan rank it ninth. The concern expressed by CEOs in China is likely linked to
the US government’s more aggressive trade approach. In November 2018, the US Justice
Department launched its “China Initiative,” which formally encourages US law enforcement
agencies to aggressively advance their China cases—many more indictments are expected to
follow on the heels of Huawei, which is accused of selling communications equipment to Iran in
violation of US sanctions on that country.4 While tariffs are likely to be temporary and subject to
negotiation, technology blockades are not. The clampdown has widespread and bipartisan
support in Washington and is necessarily here to stay.

Climate concerns: CEOs in Japan are more concerned about the impact of climate change
than CEOs globally. It is tied for sixth on their list of external hot-button issues, with only CEOs
in Latin America ranking it higher. Frequent occurrences of large-scale disasters such as heavy
rains in western Japan in 2018 and typhoon damage in 2019 likely influence the responses of
CEOs in Japan. Globally, just 25 percent of companies publicly disclose having a climate
change strategy according to research by The Conference Board; however, in Japan, 81
percent of companies do so which may explain their heightened concern around this issue. But
is it high enough on their radar? The heightened awareness of CEOs globally comes amid their
expectations for increased regulation of environmental impacts and a greater focus by
organizations on public reporting about climate-related risk.
3

Note: The hot-button issue wording “New Competitors” was changed in the 2020 survey to “Intensifying
Competition.”
4 “The US/China Trade Dilemma,” The Conference Board, webcast, February 20, 2019.
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Internal Stress Points: Developing Leaders, Talent Shortages,
New Business Model Development, and Creating a More
Innovative Culture Are Top Concerns for 2020
Concerns about developing new leaders, talent and skills shortages, disruptive technologies,
and building innovative and more inclusive cultures to nurture talent are the top internal stress
points CEOs in Japan say their organizations face in the coming year.
Developing the next generation of business leaders: Leadership development for the future
is the top internal concern for CEOs in Japan, cited by almost 60 percent of respondents.
Although developing the next generation of leaders is also a high priority in other global regions,
CEOs in Japan may feel additional pressure, especially related to succession management at
the top since the trend in Japan is for CEOs to hand pick their successors, usually from within
the company. Relatively few companies in Japan have established nominating committees at
the board level. CEO succession is often based on personal relationships in Japan.
Globally, attraction and retention of top talent and “create new business models because of
disruptive technologies are ranked at first and second—two clear strategies to drive business
growth.
. Research by The Conference Board finds the concern about leadership development in Japan
is clearly justified.5 The Conference Board’s Global Leadership Forecast 2018, finds only 24
percent of responding business leaders in Japan believe their organization’s leadership
development program to be of high or very high quality and a full 79 percent of HR respondents
rate their future leadership bench as slightly weak or worse. In addition:
•

•
•
•
•

Fifty-two percent of respondents say their organizations have a weak or nonexistent
relationship between annual strategic plans and their own plans to grow leadership
talent.
Sixty-one percent do not have well-integrated and strategically aligned leadership
development programs or processes.
Eighty-six percent see their leadership career planning/pathing systems as only
moderately effective or worse.
Forty-nine percent do not have a program to develop high potentials, and 53 percent of
those that do don’t measure the effectiveness of the programs.
Seventy-one percent do not know the up-to-date status of leadership talent capability
across the organization.

According to our research companies that have been successful in building leadership
development programs:
•
•

Define the competencies required for success.
Model supply and demand as part of the strategic planning process. Organizations with
an effective leadership strategy are 4.3 times more likely to adeptly forecast future
leadership demand than those without.

Global Leadership Forecast 2018: 25 Research Insights to Fuel Your People Strategy – Japan, The Conference
Board, August 2018
5
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•

•

Ensure that all core leadership processes align and are consistently reinforcing the
appropriate skills/capabilities/mindsets. For example, when there is a leadership strategy
in place, 70 percent of organizations report having effective development programs in
place versus 27 percent in those organizations with no strategy. The same magnitude of
difference applies to succession management (51 percent versus 15 percent). These
systems comprise the foundation for delivering a steady flow of leaders through the
pipeline.
Measure the impact of leadership spending on performance and potential. Companies
with effective leadership strategies are 4 times more likely to gather business-impact
measures on their talent initiatives.
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Table 2: Developing the next generation of business leadership and attracting and
retaining talent are concerns for CEOs in Japan in 2020
What are the top 3 issues that will require your greatest attention in 2020 in
relation to your organization?

Internal Hot Button Issues
Develop “Next Gen” leaders
Attraction and retention of
top talent
Create a more innovative
culture
Create new business
models because of
disruptive technologies
Build a more inclusive
culture
Workforce diversity
Better alignment of
compensation and
incentives with business
strategy
Cost reduction
A more effective
performance measurement
system for employees
Data analytics/data
collaboration
Wage inflation

Japan
CEO
1

Global
CEO
4

T=Tied for position ranking

USA
CEO
3

Europe
CEO
5

China
CEO
T-6

Latin
America
CEO
5

2

1

1

1

1

1

3

3

5

3

4

2

4

2

2

2

3

3

5

10

9

11

T-13

14

6

14

T-10

12

T-16

16

7

8

8

14

2

9

8

5

6

4

T-6

7

9

11

T-15

9

9

10

10

6

4

10

8

6

T-11

12

17

8

T-10

17

T-11

13

14

16

T-10

12

13

9

7

6

12

11

T-14

17

18

17

T-13

13

Other

T-14

18

12

18

T-16

18

Volatility in cash flow
Implement equal pay for
equal work
Data privacy

T-16

7

T-10

7

5

8

T-16

16

19

13

19

4

T-16

15

13

15

15

15

19

19

T-15

19

T-16

19

N=112

N=740

N=123

N=162

N=89

N=188

Redistribute work between
humans and machines
Manage mergers and
acquisitions
Labor regulations

Provide healthcare benefits
for employees
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Attracting and retaining talent: Demand for highly talented employees now exceeds supply in
most mature economies and, as a result, job openings are more difficult to fill, while in some
regions, labor costs are accelerating. The global challenge in acquiring and retaining talent
requires companies to be more strategic—knowing not only what qualities and skills to recruit
for, but also how to recruit more efficiently and effectively. One emerging tool: artificial
intelligence, which can be used to significantly enhance the employee experience, supporting
engagement and retention of key talent.
Research by The Conference Board finds that employee engagement is one of the critical
levers companies can use to retain workers and drive performance. Within each organization,
there is an engagement ecosystem—a set of interconnected interpersonal, organizational, and
environmental factors that, together, impact the employee experience, drive retention, and
ensure talented workers can thrive in a pressurized workplace. Despite expending significant
amounts of energy, resources, and time on raising employee engagement levels to increase
productivity and retention and improve the employee experience, most organizations still find
the benefits elusive. The main roadblocks are a culture of distrust, absence of a clearly
articulated strategy, ineffective leaders, employees who believe they lack development and
opportunity, and a loss of faith in the company’s future.
Missed opportunity Despite the concern around talent and skills shortages, CEOs in Japan
responding to our C-Suite Challenge survey do not necessarily see talent and skill acquisition
via external partnerships/collaboration as a primary benefit of undertaking such partnerships. It
ranks ninth out of 14 objectives for pursuing external collaborations and partnerships.

Building a culture of innovation: A strong culture of innovation can energize and enhance a
company’s innovation performance. In turn, continuous innovation keeps a brand relevant and
refreshed during periods of intensifying competition and frequent market disruptions and can
serve as an effective recruitment and retention tool for quality talent. It’s all about vision and
looking forward, even if the “next big thing” means large-scale internal disruption. CEOs in
Japan and globally rank create a culture of innovation as their third most-critical internal hotbutton issue. In recent years, Japanese companies have been emphasizing the creation of
more innovative internal cultures as a way to maintain competitiveness.
To create an innovative culture, it is important to constantly remind employees that innovation is
not limited to creating the next game-changer or building something new; it is also improving or
simplifying something, a product or process, that already exists, to improve speed to market or
generate significant cost savings at scale. Innovation with a capital “I” is important, but so is
innovation with a small “i”—incremental improvements to internal processes and external
products and services that help reinforce the culture of innovation.
Our research has shown that highly innovative companies build a strong culture by emphasizing
creativity as a corporate value or principle along with inclusion; develop managers and leaders
to promote idea sharing in teams; encourage and reward entrepreneurship and risk taking; have
an innovation process; ensure innovation teams are not only demographically diverse, but also
rich in diversity of thought; encourage external innovation networks; and adopt a user-centric
design approach to innovation. CEOs in Japan see a clear link between building a more
innovative culture and building a more inclusive culture, their fifth highest rated internal concern.
While it is important to accentuate the positive organizational traits around innovation, it is also
useful to look at the common mistakes companies make in formulating their innovation culture.
Among them:
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•
•

•

•
•

•

•

Focusing on the innovation instead of the innovator: Companies often fail to recognize
that innovation is more about cultivating talent, providing resources, and transforming
the culture than it is about technology solutions and outcomes themselves.
Failing to make transformational innovation a company-wide program: Innovation
mindsets and attitudes must be continuously woven into the everyday fabric of a
business—it needs to be a living, breathing part of an organization’s culture that starts at
the top and cascades to each and every employee.
Trying to build innovation programs on their own: Company-wide transformation is not
possible when an innovation program is isolated. Often, companies will categorize
innovation into a specific business unit. It’s important that businesses not silo their
efforts. True innovation requires opening opportunities by empowering cross-functional
collaboration.
Forgetting the power in diversity: You need different perspectives and skill sets—and the
environment to empower and enrich them—to come up with the most innovative
solutions.
Not providing significant incentives to innovate: The need to inspire and incentivize
employees to join your innovation programs is one of the most prevalent, yet most
important, challenges to innovation. To empower and encourage a diverse group of
employees, organizations must establish significant recognition and rewards programs
to incentivize employee participation.
Not being transparent with employees: Employees need to have a connection to
mission. That connection can be built through transparency—candidly communicating
both the good and bad, successes and failures. Share key metrics after projects are
implemented, highlight lessons learned and best practices, and keep stakeholders
updated on your innovation progress.
Treating innovation like a one-and-done event: It needs to be continuous. You can’t
focus on innovation or a specific project one or two times a year and then leave it
behind. Companies must instil innovation throughout the culture, consistently and
constantly. It should be embedded into every aspect of your corporate strategy and
culture.

New business models CEOs in Japan cite create new business models because of disruptive
technologies as their fourth most-critical internal hot-button issue. Business model
transformation and going to market in a paradigm-busting way can be both exhilarating and
intimidating for most organizations. The truth is that companies today do not have the luxury of
decades-long lead time to adapt to the digital revolution. According to the Boston Consulting
Group, the average business model lifespan has fallen from about 15 years to less than five in
the past 50 years, making business model innovation a required capability for growing and
defending market share.6 In some industry sectors, the rate of change is even faster.
The business model transformation journey requires moving beyond incremental change in how
you sell things to a disruptive questioning and redefining of what it is that you make and what it
is that you actually sell. It requires asking some hard questions about an organization’s basic
operating assumptions, available talent and skills, and organizational culture. “Disrupt your
business before others do” has become a mantra for business model transformation in the
digital era. And disruption has many different faces, ranging from cyber-risk to new market
entrants or communication challenges from social media. The awareness and preparation for
risk and disruption needs to be organization wide.

6

Business Model Innovation, Boston Consulting Group, 2019.

12

Data Analytics/Data Collaboration CEOs in Japan give a relative low ranking data
analytics/data collaboration compared to their global peers. CEOs in Japan rank this issue
tenth. It is sixth globally and fourth in the United States. Even though CEOs in Japan cite new
business models because of disruptive technologies as their fourth most critical hot-button
issue, the relatively low ranking of data analytics appears to be a disconnect since the success
of new business models in the digital era depends heavily on the collection and analysis of data
to understand changing customer demand.
Cost Reduction Cost reduction is another issue that is ranked relatively low in Japan (eighth) .
It is fifth globally. After years of slow economic growth in the national economy, many Japanese
CEOs believe that cost reduction or cost minimalization is already baked into their business
strategies through the pursuit of internal business process efficiency and cost cutting in the
production and procurement processes of their companies. For CEOs in Japan, due to fairly
insulated corporate cultures, traditional HR practices and labor regulations achieving further
cost reductions through outsourcing or external collaboration may not be viewed as an effective
or realistic strategy after years of belt tightening.

Strategies to Improve Productivity
Japan has seen stagnant productivity growth for years—the so-called Lost Decades—putting
additional pressure on Japanese businesses to seek new ways to bring additional value added
as a source for productivity growth.
To enhance productivity, C-Suite Executives in Japan are currently focusing on maintaining
and renovation of incumbent business facility and systems. Other areas of emphasis
include robotic process automation (RPA), enterprise resource planning (ERP), and internal
R&D which shows that productivity enhancement strategies are strongly relying on internal
investments to further streamline current business processes. However, in the future, priorities
and strategies to enhance productivity shift to include developing a new business model,
product/service development using technology and information, and strengthening R&D with
external partners/other companies. The shifting priorities between now and in the future reveals
Executives’ awareness of the need to look at new and different strategies to improve
productivity as technologies evolve and customer demands change.
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Table 3: Maintaining and renovation of facilities and systems now, and developing new
business models in the future are a must for enhanced productivity
In order to enhance productivity… what top three strategic investments are you currently focusing on?
What top three would you like to focus on going forward?

Now

In the Future

Rank

%

Rank

%

Maintenance and renovation of
incumbent business facility and
systems

1

43%

12

5%

RPA: Streamlining operations
through digitization such as
introducing/updating ERP

2

28%

6

21%

Strengthening internal R&D

3

25%

11

8%

ERP: Enhancing management
visibility through digitization such as
introducing/updating ERP

4

24%

10

15%

Developing a new business model

5

20%

1

38%

6

18%

2

33%

7

17%

T-4

22%

T-8

14%

T-4

22%

T-8

14%

9

16%

10

13%

8

17%

11

12%

3

25%

Other

12

9%

13

2%

Investing to start-ups

13

5%

7

19%

AI/IoT: Product/service development
using AI/IoT and big data
Customer development and
enforcing CRM though digital
marketing
Knowledge-management
transformation through digitization
Improving open-innovation
environment such as lab facilities
Supply-chain transformation such as
automation of sales order
management
Strengthening R&D with external
partners/other companies

T=Tied for position ranking

When it comes to human capital investments to support strategies to enhance productivity
CEOs and other Executives in Japan are currently focusing on developing the skills of middle
management, clear goal setting and communication, and creating a more innovative culture. In
contrast, in the future, there is strong interest in hiring skilled specialists or personnel with the
strong networks needed to start new business and improving HR systems to make them more
agile to better support high-skilled employees of the future and redefine job roles in the digital
era.
14

Now

Human Capital Strategies

In the Future

Rank

%

Rank

%

Enforcing internal development of middlemanagement

1

40%

9

16%

Management goals and evaluation axis that
disseminates management philosophy and
strategy

2

37%

12

9%

Organization culture change to enhance
innovation

3

22%

1

39%

More delegated authority and flatter
organization

4

21%

10

15%

HR system change that adjusts to various
high-skilled and new jobs

5

20%

3

30%

Hiring skilled specialists or personnel with
strong networks needed to start new
business

T-6

18%

2

33%

Clearer and more transparent decisionmaking process

T-6

18%

7

17%

Enforcing internal development of topmanagement

8

15%

8

17%

Creating innovative organization through
project-based approaches

9

14%

6

22%

Authority centralization to top-management

10

9%

14

1%

Upskilling and capacity building of the rank
and file

11

8%

4

27%

Other

12

7%

13

1%

Hiring top-executives

T-13

4%

11

12%

Merge and acquisition of company with
core-technology to tap a new market

T-13

4%

5

27%

T=Tied for position ranking

15

Collaborating to Compete
The Conference Board’s annual C-Suite ChallengeTM 2020 survey finds CEOs both globally and
in Japan believe that collaborating externally with nontraditional partners is critical to remaining
competitive. Take for instance the Toyota Motor Corporation, currently the most profitable car
maker on the planet, but one that, according to The Wall Street Journal, “doesn’t feel it can face
the future of the auto industry on its own” and has recently joined in a series of alliances with
nontraditional partners and competitors—a strategy it calls “creating friends” to share the burden
of technology investments.7
CEOs in Japan say their external collaboration strategies are growth driven fueled by a desire to
reach new audiences and markets, improve their sustainability performance, and to increase
profitability. But to reach their goals they must overcome obstacles that include finding the right
partners, revamping their internal cultures to collaborate more effectively, addressing cultural
differences with the partners they do find, and then measuring outcomes. CEOs in Japan may
be missing opportunities for productivity growth by expanding their organizations’ external
collaboration.
It is worth the effort. Research by The Conference Board shows external collaboration--ranging
from strategic alliances to joint ventures to crowdsourcing, including partnership between
competitors, industry sectors, big and small firms, government, academia, customers, and
communities--can create a business ecosystem that drives innovation outcomes that far exceed
the scope of what any single sector or organization can achieve. While this type of collaboration
can raise antitrust concerns among regulators, according to our survey, they are not seen as a
significant barrier by CEOs either globally or in Japan.

Defining Collaboration
In our survey we define three types of external collaboration:
-

-

With traditional partners: Sharing knowledge, information, targets, ideas, and goals
with suppliers, vendors, and consultants to improve business performance.
With nontraditional partners: Same as above, but with unconventional partners
including those in related or complementary sectors, universities, think tanks, startups,
and government.
With competitors: Partnering with competitors to achieve common business objectives.

The Confidence Case for Collaboration
Our responding CEOs have a strong belief that their organizations cannot succeed in the future
without venturing into external collaboration with nontraditional partners. They were asked to
rate their confidence levels about issues related to collaboration on a scale from 1 (low) to 10
(high). The statement “we can succeed in the future without collaborating externally with
nontraditional partners” received the lowest confidence score, just 5.0 out of 10 from CEOs
globally. CEOs in Japan (4.4), the United States (4.5) and from the largest companies in our
sample (those above USD 5 billion in revenue) (4.6) are below the global average. CEOs in
“In Today’s Auto Industry, Even Toyota Needs Friends,” Wall Street Journal, Nov. 7, 2019,
https://www.wsj.com/articles/in-todays-auto-industry-even-toyota-needs-friends-11573137474
7
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China are the most confident, with a 6.0 level, still considered a relatively modest level of
confidence.

On a scale from 1(low) to 10 (high), how confident are you that

The Current State of External Collaboration
Few organizations in Japan currently view external collaborations with nontraditional
partners, including competitors, as an embedded part of corporate strategy but, as
external pressures mount, there is a trend toward greater experimentation.
While CEOs in Japan are less aggressive than their peers when it comes to forming
partnerships with traditional partners and non-traditional partners, they are more aggressive
when it comes to former partnerships with competitors. The majority (60 percent) of responding
CEOs globally say they are either fully committed to alliances with traditional partners, such as
suppliers, vendors, and consultants, or that these relationships are generating real growth.
However, only 49 percent of CEOs in Japan say that is the case. When it comes to
17

nontraditional partners, including firms in related or complementary sectors, universities, think
tanks, startups, and government, the number is closer to 30 percent or half that of traditional
partners. In Japan it is just 11 percent.

To date, our collaboration initiatives with Traditional
Partners are:

Japan

Global

Nonexistent

21%

6%
6%
8%

In the planning phase

21%
23%

Currently experiemntenting

22%
25%
27%

Beginning to drive real growth
Fully committed: part of our DNA

35%

Aborted: Previous collaborations did…

2%

0%

3%

5% 10% 15% 20% 25% 30% 35% 40%

To date, our collaboration initiatives with Nontraditional
Partners are:
Japan

Global
Nonexistent

45%

18%
18%
17%

In the planning phase

26%

Currently experiemntenting

7%

Beginning to drive real growth
4%

Fully committed: part of our DNA

36%

15%
12%

0%
2%

Aborted: Previous collaborations did not work out for us

0%

5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
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To date, our collaboration initiatives with Competitors are:
Japan

Global

37%

Nonexistent

47%

11%
13%

In the planning phase
Currently experiemntenting

23%

Beginning to drive real growth

8%

Fully committed: part of our DNA

3%

Aborted: Previous collaborations did not work out for us

2%
3%
0%

30%

16%

6%

5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

Questions to Help Create an External Collaboration Strategy
Embarking on a collaboration strategy with nontraditional partners and competitors requires
asking some hard questions about an organization’s basic operating assumptions, business
models, available talent and skills, risk tolerance, and organizational culture. Here are questions
that organizations should address to start the collaboration journey:
The market environment
•
•
•
•
•
•
•
•

What are key trends in our target markets and in our competitive landscape?
What kinds of companies in our industry—as well as adjacent and seemingly
unrelated industries—are growing the most?
What might our industry look like in 5 to 10 years? How will we prepare for future
scenarios?
Is our current business model sustainable? How can we serve our customers better
and create greater value for them by collaborating externally and internally?
Who are our competitors? Who are our partners? Should some organizations be
both? Can we leverage network economics to drive growth?
What capabilities are we missing, including access to game changing technology,
that would be mission impossible to build from scratch?
How can partners help us attract a new target audience/market?
How can we transform our product into a service? What partner would make it
possible?
Creating the partnership

•

How do we choose the right partner? Is a similar or complementary culture
important?
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•

•

•

•
•

•

Do we have clarity around the opportunity a partnership provides? Do we understand
our own objectives as well as our partner’s motivations and strategic interests? Does
the operating plan truly capitalize on each other’s strengths?
How well do we understand our partner’s culture (both internal business culture as
well as their national culture if it would be an international partnership), given the
impact it will have on how each side makes strategic decisions?
Have we clearly identified boundaries? Is it clear what’s on or off the table, including
intellectual property (IP) and access to customers? Do we know how we would
protect our interests if we were to leave the partnership?
Do we have the resources and commitment to take full advantage of the
partnership? Do we understand the implications of forging this deal?
Can we succeed at building trust before issues crop up or a potential disaster
happens? Are we committed to putting in time to build relationships in the beginning
while everyone is still excited about the novelty and potential of the partnership?
How much human and financial resources do we want to devote to the partnership?

Internal issues
•

•

•

Do our leaders have the vision, knowledge, skills, and courage to lead a truly
collaborative organization and manage nontraditional partnerships? Do our
employees have the strategic thinking skills and resilience to understand and
embrace this new way of working?
Does our current structure facilitate external and internal cross-functional
collaboration, decentralized decision making, agile innovation, self-organizing teams,
and embracing unconventional partners?
What people, positions and skills, etc., will we need to collaborate? How can we get
them? What new roles might we need to execute our future strategy? Is our rewards
and compensation system in line with our new direction?

Drivers Behind Collaboration Strategies
Reaching new audiences and markets, improving sustainability performance and
strategic growth are the top three key drivers CEOs in Japan say are behind their
organization’s external collaboration initiatives. Defensive strategies, including cost savings
and protection against competitors, rate considerably lower.
There is ample evidence that collaboration can propel real growth. A 2019 report by Forrester
Consulting found that external partnerships in companies with well-developed partnership
programs (high-maturity companies) contributed an average of 28 percent of overall company
revenue compared to 18 percent for low-maturity companies (those with limited partnership
programs). High-maturity companies also reported nearly two times faster revenue growth at the
company level (30 percent versus 16 percent to 17 percent), than low-maturity companies.8

“Invest in Partnerships to Drive Growth and Competitive Advantage, a Forrester Consulting Thought Leadership
Paper Commissioned By Impact,” June 2019 https://go.impact.com/rs/280-XQP-994/images/PDFdownload-PC8

AW-InvestinPartnerships.pdf
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Globally, CEOs chose to improve our sustainability performance as a top five driver of external
collaboration, with CEOs in China ranking it as their number one driver, and CEOs in Japan
placing it second.
The collaboration efforts of Procter & Gamble (P&G) illustrate the link between sustainability
and strategic growth, expanding markets, and increased profits. The company has established a
model for fostering collaborative networks for innovation and sustainability. Its
Connect+Develop model uses a technology-enabled platform to gain multistakeholder (e.g.,
academics, customers, individuals, small and medium-sized enterprises, startups) input to cocreate and crowd source. This approach has enabled P&G to establish more than 2,000
successful agreements with innovation partners. As a result, more than 35 percent of its new
products have elements that originated from outside P&G.

Reaching new markets, improving sustainability performance and finding
strategic growth are the motivators behind external collaboration strategies in
Japan.

What are the objectives for your organization in
pursuing external collaboration initiatives? (Select
maximum three)
Japan

Global

Reach new target audiences and markets

47%

34%

Improve our sustainability performance

37%

26%

36%
39%

Strategic growth
25%

Increase profit

30%
23%

Exposure to and adoption of new technologies

25%

22%

Expand product and/or brand offerings

29%

22%
21%

Research and development
Culture transformation

12%

Secure specific talent and fill skill gaps

11%

Access complementary data

10%

Improve our organization's contribution to society

9%

Cost savings

9%
1%

Protection against a competitor
0%

19%
18%
18%

12%
20%

5%

5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
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Confronting the Barriers to External Collaboration
CEOs in Japan cite concerns about finding the right partner, an internal culture that fails to
support and reward collaboration, and difficulties in overcoming cultural differences as the three
greatest obstacles to implementing successful nontraditional partnerships.
The fourth most critical concern inadequate way to evaluate measuring outcomes is of greater
importance to CEOs in Japan compared to global peers. CEOs in Japan do have extensive
experience of collaborating with traditional partners, but may still lack confidence in the
adequate measurement of outcomes to commit to external collaborations.
Corporate policies regarding intellectual property, compensation, information-sharing, and
noncompete agreements are often at odds with many of the strategic capabilities and the
cultural mindset required for effective external collaboration and can limit a company’s ability to
work with such partners.

CEOs in Japan say finding a suitable partner is top barrier to creating
nontraditional external collaborations; lack of internal structure and overcoming
cultural differences are also high on their list
What are the top three barriers to implementing external (nontraditional partners and/or competitors) collaboration?
45%

Difficulty in identifying the right partners

45%

Lack of internal structure to collaborate effectively with
external patterns

34%

Difficulties in overcoming cultural differences

28%

16%

21%

Too many resources consumed relative to return

27%

17%

Loss of confidentiality

19%

Lack of balance in resource allocation strategies

15%

Japan

15%

Global

15%

Resistance from business units

14%

14%

Potential loss of competitive advantage

15%

14%

Lack of organizational knowledge in partner's field

11%

11%

Risk averse organizational mindset

14%

Unwillingness of management to give up current business
model and products

9%

Lack of understanding of the ecosystems

9%
8%

Loss of IP

5%

Anti-trust concern

0%
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41%

29%

Inadequate way to evaluate measuring outcomes

43%

14%
18%
17%

8%

10%

20%

30%

40%

50%

In seeking collaboration—not all regions are created equal: C-suite executives were asked
in which region they were concentrating their external collaboration efforts. Those that embrace
external collaboration seem to see a lower perceived risk in teaming up with partners from “peer
economies.” Collaborations closer to home pose fewer challenges due to different languages,
cultures, and time zones, as well as geographic distance.
Executives in Europe (76 percent) and the United States (81 percent) overwhelmingly cited
“advanced economies” as the primary target area for their collaboration initiatives, and those
economies were also the preference of Executives in Japan (53 percent). Less than a quarter of
executives in Europe (19 percent), the United States (22 percent), and Japan (18 percent) cited
Chinese firms as collaboration targets; however, 83 percent of executives in China named their
own home country as their primary target for collaboration initiatives. That executives in the
mature economies of Europe, the United States, and Japan are more comfortable collaborating
with companies in other advanced economies rather than in China should come as no surprise.
Issues that could give them pause include possible fears about loss of IP and confidentiality,
coupled with concerns about the rule of law and what many consider an unfair playing field for
multinationals and joint ventures in China.

Except China, most C-Suite executives focus their efforts for establishing
external collaborations with partners in mature market economies
In which region are you concentrating your efforts to
establish external collaboration initiatives? (Select all that
apply)
160%
140%
120%

100%

13%
3%
17%

12%

22%

40%

30%
34%

80%
60%

23%

19%

18%

40%

76%

81%

53%

83%

40%

20%

0%
China

19%

18%

Europe

Japan

6%
Latin America

22%
US

In China

In advanced economies

In emerging markets, excluding China

We do not have external collaborations

Building a Collaborative Organization: The C-Suite View
When asked which traits define an organization with a strong internal culture, C-Suite
Executives in Japan identify clear shared goals and objectives; open and transparent
23

communication, a culture of supporting peers, and trust as the top four essential qualities that
create a collaborative organization. Highly Engaged Teams is fifth globally, but it ranks as sixth
in Japan, with a wide gap by 10 points, showing that Japanese C-suites do not view
engagement at the team level as critical as do their global peers, though it should be noted that
research shows that Japan has a low employee engagement scores in international
comparison. When it comes to the skills, traits, and competencies their organizations need more
of to improve their collaboration abilities, C-Suite executives in Japan say their firms need to
think more strategically, better drive execution, and communicate more effectively.

What are the top three traits that define an internal (within the
organization) collaborative environment?
Clear shared goals and objectives

51%

55%

42%
42%

Open and transparent communication
Culture of supporting peers

40%

16%
32%

Trust

Culture of learning

24%

28%

23%

Highly engaged teams
19%

Inclusive leaders
Talent mobility

40%

Japan

33%

Global

28%

18%

9%

16%
14%

Clearly reward collaborative behaviors

16%
17%

Culture encourages risk taking
6%

Right technology for collaboration

13%

5%

Active listening
0%

13%

10%
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*All C-Suite Responses
20%

30%

40%

50%

60%

To be better at internal and external collaboration, which are the
three most important skills/traits/competencies of people you need in
your organization?
28%
28%

Think Strategically
Drive execution

28%

16%
20%

Communicate effectively
Adaptability

19%

15%

18%

Focus on customer needs
16%

360 thinking
Foster teamwork

14%

Build relationships and influencing others

14%
14%

Alignment

14%

Determination

23%
20%

18%

20%

12%

6%

Integration

22%

11%

7%

Japan

10%
11%

Listen to others
Identify and develop future talent

8%

Connectivity

8%
7%

Empathy

Global

10%

11%
10%

7%
8%

Develop and motivate others

6%
7%

Cultural curiosity
1%

Inspiration
0%

3%
5%

25

* All C-Suite Responses
10%

15%

20%

25%

30%

Data Privacy and Cyber Security
Organizations value data privacy and security, in no small part because consumers increasingly
value them. As part of this year’s C-Suite Challenge survey, we asked about respondents’ views
on data privacy and cybersecurity and the risks and opportunities they see attached to these
two critical issues. Concerning data privacy, the vast majority (77 percent) of responding CEOs
in Japan believe an ethical approach to data privacy can translate into a competitive advantage.
Interestingly, while almost 50 percent of CEOs globally, including 65 percent in China, say
governments should take the lead in regulating data privacy, just over a quarter of respondents
in Japan believe government should be the regulatory lead. Several responses do raise red
flags when it comes to data privacy approaches. CEOs in Japan say their organizations are less
likely to view data privacy as an organization-wide issue rather than just an IT issue compared
to CEOs globally and fewer Japanese firms have clear lines of responsibility for data privacy
within their organizations compared to our global sample.

Data Privacy Approaches in Japan May Need a Rethink

Percent of CEOs Agreeing with the statrement
My organization views data privacy risk as a
multifaceted issue rather than a mere IT issue

78%
59%

Trust in companies’ responsible, ethical use of
customer data will be a competitive advantage

78%
77%

My organization has defined clear guidelines and
responsibilities regarding data privacy protection

68%
47%

Governments should take the lead in regulating
companies’ data privacy practices

48%
27%

My organization’s potential to leverage personal data
for revenue generating purposes is underleveraged

46%
38%

It will become harder to convince employees to share
their data with the company for HR purposes such as
strategic workforce planning

41%
44%
0

Global
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0.1

0.2

Japan

0.3

0.4

0.5

0.6

0.7

0.8

0.9

On the cybersecurity side, CEOs in Japan see the biggest threat coming from external hacker
attacks, followed by outdated protection with internal employees and the Internet of Things
(billions of hackable connected devices) tied for third. It is interesting to note that CEOs in China
see internal employees as the greatest threat.
Where do the biggest cyber risks to your company come from? (choose a
maximum of three):

Europe

Latin
America

United
States

26%

75%

70%

69%

54%

46%

23%

47%

29%

Internal employees
The Internet of things:
billions of connected
devices
For-profit crime

38%

53%

45%

57%

34%

38%

18%

43%

27%

34%

35%

44%

30%

28%

36%

Vendors/partners

13%

41%

17%

16%

25%

Industrial espionage

11%

20%

20%

16%

17%

Terrorism

11%

4%

5%

2%

8%

3%

5%

5%

4%

24%

Japan

China

Outsiders hacking

77%

Outdated protection

Threat Source

Foreign governments

The risks and potential costs of cyberattack, from securing corporate secrets and intellectual
property to safeguarding customer, partner, and employee information, are growing priorities for
CEOs globally and in Japan. However, the question is: are firms in Japan and globally doing
enough to mitigate the risks?
While organizations can’t prevent all cyberattacks and data breaches, they can prepare for
them, manage them, and limit their damage. How a company structures its cybersecurity and
data protection strategy and infrastructure can have a significant impact on whether and how
much the company is able take advantage of the opportunities that technology presents while
managing for legal, financial, and reputational risk. Cybersecurity is ranked seventh among
external hot-button issues for CEOs globally and tied for sixth in Japan—the same ranking given
by U.S. CEOs. While more than 64 percent of responding CEOs in Japan say they plan to
increase their cybersecurity budgets in the coming year, almost 50 percent say their
organizations still lack a clear strategy to deal with the financial impact of a cyberattack or data
breach and more than 50 percent (52 percent) say they have no strategy to deal with the
reputational impact of such a breach.
In Japan, fewer than half of responding organizations conduct tabletop exercises (considered
one of the most effective actions to mitigate risk) and less than half (42 percent) say they
integrate cyber-risk in decision making and day-to-day operations.
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Questions about Japan's Cyber Risk Readiness
Percent of CEOs Agreeing/Strongly Agreeing with the statement
Our senior management team understands
data/information security procedures that allow us to
evaluate cyber risks and take preventive actions

62%
51%

61%

Our employee training programs are effective in protecting
us well against cyber security attacks

48%

59%

My organization has a clear strategy to deal with the
reputational impact of a significant data breach

42%

57%

My organization has a clear strategy to deal with the
financial impact of a significant data breach

46%

47%
48%

Our organization holds tabletop exercises to educate
senior management and the board on cybersecurity risks
My organization integrates cyber risk management with
strategic key decision-making and planning processes
including day-to-day operations

39%
56%
0

Global

0.1

0.2

0.3

0.4

0.5

0.6

0.7

Japan

Cyber Security Governance
Given the growing sophistication of cyber attackers, any entity—corporate, nonprofit, public—
that does not have a well-formed and constantly tested cyber risk governance framework will
find it increasingly difficult to manage, mitigate, and counter cyber risk. The best cyber risk
governance begins with the board but is only complete if it is in essence a triangular relationship
that includes the C-suite, who have primary responsibility for cyber security strategy and risk
management, and the top cyber security talent, who lead and implement the details of the cyber
risk and security plan on a daily basis.
There is a strong case to be made for proactive cross-disciplinary coordination and collaboration
on cyber risk governance. This is partly in recognition of the complexity and novelty of cyber
risk, where no one expert can really “own” the issue, as well as a recognition of the fast-moving
aspect of cyber risk requiring the best and brightest minds from a variety of disciplines. No risk
management structure can be properly triangulated without the coordination of key
interdisciplinary experts.
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About the Conference Board
Founded in 1916, The Conference Board is the member-driven think tank that delivers trusted
insights for what’s ahead. Our agenda is simple: to help leaders navigate the biggest issues
facing business and better serve society. We believe in innovative approaches that make you
think- and act- differently. And everything we do reflects the input of our members and their realworld challenges. We do this by delivering business insights. We connect senior executives
across industries and geographies to share ideas, and our experts create fact-based research
and consensus-driven policy statements to help leaders address their most important business
issues. Because we are independent, non-partisan, and non-profit our work is trusted. If you
learned it at The Conference Board you can count on it.

About the Japan Productivity Center

The Japan Productivity Center (JPC) is a non-profit organization (NPO) and non-governmental
organization (NGO) established in April 1994 through the merger of the Japan Productivity
Center (JPC) and the Social and Economic Congress of Japan (SECJ). The JPC was
established in 1955 by a Cabinet meeting to enhance the economic development of postwar
Japan through the Productivity Movement. Since then, the JPC has continued to play a major
role in promoting productivity in Japan’s industrial society and in improving the quality of
people’s lives.

About the Survey
Since 1999, The Conference Board CEO Challenge® survey has asked CEOs, presidents, and
chairmen across the globe to identify the key strategies they intend to use to meet their critical
business challenges. This year, 1,520 C-suite executives, including 740 CEO respondents,
participated. This year the questionnaire covered issues surrounding external collaboration and
their views on cybersecurity and data privacy. In addition, we presented our respondents with
two lists of “hot-button issues,” one related to what in the external environment keeps them
awake at night, the other related to the organization. Their responses highlight the unique
pressure points they see within their own organization, as well as their regional economic
microclimates.
The anonymous survey was carried out between September and October 2019. To provide a
representative view from respondents from around the world, we weighted the responses in
aggregates (such as global and major regions) by the square root of the respondent’s country
share in global output (GDP) divided by the respondent’s share in the total number of responses
from his/her country. “Top 3” rankings are not weighted but are based on a straight count of how
often each option is selected.
While CEO and C-suite priorities certainly vary on a company-to-company basis, we believe this
report can serve as a discussion starter and idea prompter within organizations to ensure that
the enterprise understands the challenges it faces, the strategic goals it needs to set to meet
those challenges, and the strategies and tactics required to be competitive in a global
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marketplace. The project, coordinated by The Conference Board, was made possible thanks to
collaboration with 14 institutes around the world that invited their members and contacts to fill in
the questionnaire to improve the coverage globally.

Related Resources from The Conference Board
WEBCASTS
The Conference Board Economics Watch® Monthly reports and webcasts for the United States, Euro Area, and
emerging economies
Human Capital Watch™ Monthly webcasts that help senior executives address challenges and stay informed about
current issues across the entire spectrum of human capital
The Conference Board Governance Watch™ A bimonthly program from The Conference Board that helps senior
legal and compliance professionals keep abreast of developments in corporate governance
From the Chief Economist: StraightTalk® StraightTalk® Global Economic Outlook 2018: Back to the Old Normal?
www.conference-board.org/straighttalk
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