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Japan Economic Outlook  
― Slowing economy, declining exports

 
Japan’s economy has been cooling since 
2018. External headwinds and trade 
overhangs persist, but the central bank 
remains hopeful of the inflation accelerating 
toward the 2.0 percent target. 

Current situation and outlook   

Japan’s economy grew at a moderate pace in 2018, 

following very strong growth in 2017.1 All major 

categories decelerated in 2018, including consumer 

spending, investment, and exports. Real GDP declined 

in the first and third quarters, with a sharp drop in 

investment in the third quarter. Economic growth 

revived in the fourth quarter, after having declined 

sharply in the third quarter, partly due to the impact of 

natural disasters. In the fourth quarter, real GDP grew 

at an annualized rate of 1.4 percent, which is quite 

good in a country with a declining population,2 but not 

sufficient to offset the 2.6 percent decline in the third 

quarter. Growth was driven by strong gains in 

household spending and especially strong growth of 

business investment. It is widely believed that 

businesses are increasingly investing in labor-saving 

technology due to a shortage of labor. Japan currently 

has a very low unemployment rate. Meanwhile, export 

growth was modest owing to weak demand in China 

as well as the effects of the trade war between China 

and the United States. Import growth was strong. 

Thus, the net effect of trade on GDP growth was 

negative. 

Consumer price inflation in Japan has decelerated, 

largely due to the drop in energy prices. In December, 

consumer prices were up only 0.3 percent from a year 
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earlier, the lowest rate of inflation since October 2017. 

When volatile food and energy prices are excluded, 

core inflation was 0.7 percent, still well below the Bank 

of Japan’s (BOJ) target rate of 2.0 percent. For all of 

2018, headline inflation was 1.0 percent, while core 

inflation was 0.9 percent. The failure of inflation to 

accelerate toward the central bank’s target has been a 

source of frustration for policymakers. Yet the BOJ is 

not taking any steps to further ease monetary policy.  

It appears likely that Japan will face very slow growth in 

2019, reflecting some of the external negative 

headwinds discussed above. If the government goes 

through with the planned increase in the national 

sales tax later in the year, household spending could 

surge in anticipation of the increase. Of course, that 

would likely be followed by a sharp drop in spending in 

the quarters that follow. Thus, Japan is possibly at risk 

of a recession in 2020. 

Monetary policy  
The BOJ has kept interest rates historically low. This 

has boosted inflation above where it would otherwise 

be, suppressed the yen, and boosted asset prices. 

Moreover, the BOJ intends to keep interest rates low, 

at least into the next decade and only after the 

increase in the sales tax takes effect. However, the BOJ 

says it will slow the pace of asset purchases 

(quantitative easing) after 2020. Although the BOJ has 

left policy unchanged, it acknowledged that Japan 

faces external headwinds that are having a negative 

impact on growth, especially weaknesses in China’s 

economy and the China-United States trade tensions.3 

That being said, the bank continues to predict, as it 

has for the past five years, that inflation will soon 

accelerate toward the goal of 2.0 percent. Moreover, 

while not many doubt that the BOJ will likely retain an 

easy monetary policy, there is some uncertainty as to 

whether the current policy could, indeed, boost 

inflation or avert another recession— especially as the 

government intends to boost the national sales tax 

later this year. Rather, some analysts are asking 

whether a more aggressive policy might be needed.  

Meanwhile, if past experience is anything to go by, the 

rise in the sales tax will likely significantly suppress 

economic activity and could create a temporary 

recession. At the least, growth in 2020 should be very 

weak. 

Trade4 

With the United States having withdrawn from the 

Comprehensive and Progressive Agreement Trans-

Pacific Partnership, Japan is keen to further cement 

freer trading relations with other countries. Having 

secured a free-trade agreement with the European 

Union, Japan is now intent on having such an 

agreement with the United States. Moreover, Japan is 

concerned that the absence of negotiations on such a 

deal exposes Japan to vulnerability should the United 

States choose to impose tariffs on imported 

automobiles and automotive parts.  

In September last year, President Donald Trump and 

Prime Minister Shinzō Abe agreed that as long as 

trade negotiations between the two countries are 

taking place, the United States would hold off on 

imposing new tariffs on Japan. Thus, Japan is currently 
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seeking to commence formal negotiations as soon as 

possible, and especially before President Trump visits 

Japan in May as scheduled. The Japanese view is that 

once negotiations begin, the United States will not 

impose tariffs on Japan. Meanwhile, the two sides have 

already begun discussing what goods and services will 

be covered in upcoming trade talks. It is likely that a 

large focus will be on automotive and agricultural 

trade. 

The most recent purchasing managers’ index (PMI) for 

Japanese manufacturing indicated a significant 

weakening of the sector.5  Specifically, the PMI fell 

from 50.3 in January to 48.5 in February, the lowest 

level in 32 months and a level indicating a significant 

decline in activity. The sub-indices for output, new 

orders, and export orders all fell at an accelerating 

pace. In addition, the sub-index for sentiment fell into 

negative territory for the first time in six years. 

Evidently, manufacturing company purchasing 

managers are not optimistic about the near-term 

future. The weakness in activity and sentiment was 

attributed to the slowdown in China’s economy and 

the general weakening of global trade. Markit 

suggested that the report means that the likelihood of 

a Japanese recession in 2019 “looks set to rise.” 

The weakness of the economies of China and Europe 

was clearly manifested in the decline in Japanese 

exports in January. When evaluated in yen, Japanese 

exports fell 8.4 percent in January versus a year 

earlier. This was the steepest decline since October 

2016. Exports to China fell 17.4 percent while exports 

to Western Europe were down 6.6 percent. At the 

same time, exports to the United States were up 6.8 

percent.  

The weakness of Chinese imports of Japanese goods 

was due, in part, to weak domestic demand and, in 

part, to weak global trading, itself the result of trade 

tensions between the United States and China, which 

affected Chinese-led supply chains. This was evident in 

the fact that Japanese exports to South Korea were 

down 11.6 percent, to Taiwan 11.0 percent, and to 

Australia 18.7 percent. By product, Japanese exports 

of transport equipment were down 5.9 percent and 

machinery was down 10.7 percent. Overall, exports of 

manufactured goods were down 11.0 percent. The 

decline in Japanese exports bodes poorly for 

economic growth in the first quarter, especially at a 

time when consumer spending appears to have 

weakened. 

Endnotes 

1. Trading Economics, “Japan—Economic Indicators,” accessed April 9, 2019. 

2. Oxford Economics, accessed April 9, 2019. 

3. Megumi Fujikawa, “Bank of Japan takes gloomier view of economy,” Wall Street Journal, 
March 15, 2019. 

4. Tan Khee Giap and Tan Yan Yi, “Economic and political reasons for Japan’s pivot back to 
Asean,” Business Times, March 27, 2019. 

5. PMI, “Nikkei Flash Japan Manufacturing PMI: Stronger declines in output and new orders 
lead sector to first downturn for two-and-a-half years in February,” press release, February 
21, 2019. 
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Accounting News 

 
IFRSs 
No new standards, amendments or interpretations 

were issued by the IASB during this Quarter.  

U.S. GAAP  
The FASB has issued several Accounting Standards 

Updates, including: 

Accounting Standards Update No. (“ASU”) 
2019-01 - Leases (Topic 842): Codification 
Improvements 
This ASU:  

(1) Aligns the new guidance with existing guidance for 

fair value of the underlying asset by lessors that are 

not manufacturers or dealers in Topic 842 Leases;  

(2) requires lessors within the scope of Topic 942 

Financial Services — Depository and Lending to 

present “all principal payments received under 

leases” within investing activities in the statement 

of cash flows; and  

(3) exempts lessees and lessors from having to 

provide certain interim disclosures in the fiscal year 

in which a company adopts the new lease 

accounting standard. 

Since this ASU is an amendment to Topic 842, the 

effective dates are based on the various effective dates 

under Topic 842.  

For more information, see this ASU as included on the 

FASB’s website. 

ASU 2019-02 - Entertainment—Films—Other 
Assets—Film Costs (Subtopic 926-20) and 
Entertainment—Broadcasters—Intangibles—
Goodwill and Other (Subtopic 920-350): 
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Improvements to Accounting for Costs of 
Films and License Agreements for Program 
Materials (a consensus of the Emerging 
Issues Task Force) 
This ASU aligns the accounting for production costs of 

an episodic television series with the accounting for 

production costs of films by removing the content 

distinction for capitalization. The update also requires 

that an entity reassess estimates of the use of a film in 

a film group and account for any changes prospectively. 

Lastly, the update requires that an entity test a film or 

license agreement for program material within the 

scope of Subtopic 920-350 for impairment at a film 

group level when the film or license agreement is 

predominantly monetized with other films and/or 

license agreements. 

For public business entities, this ASU is effective for 

fiscal years beginning after December 15, 2019, and 

interim periods within those fiscal years. For all other 

entities, this ASU is effective for fiscal years beginning 

after December 15, 2020, and interim periods within 

those fiscal years. Early adoption is permitted, including 

early adoption in an interim period, (1) for public 

business entities for periods for which financial 

statements have not yet been issued and (2) for all 

other entities for periods for which financial statements 

have not yet been made available for issuance.  

The amendments in this ASU should be applied 

prospectively. Under a prospective transition, an entity 

should apply the amendments at the beginning of the 

period that includes the adoption date. 

For more information, see this ASU as included on the 

FASB’s website. 

ASU 2019-03 - Not-for-Profit Entities (Topic 
958): Updating the Definition of Collections 
This ASU modifies the definition of the term collections 

and requires that a collection-holding entity disclose its 

policy for the use of proceeds from when collection 

items are deaccessioned (that is, removed from a 

collection). If a collection-holding entity has a policy that 

allows proceeds from deaccessioned collection items 

to be used for direct care, it should disclose its 

definition of direct care. 

This ASU is effective for annual financial statements 

issued for fiscal years beginning after December 15, 

2019, and for interim periods within fiscal years 

beginning after December 15, 2020. Early application of 

the update is permitted. The amendments in this ASU 

should be applied on a prospective basis. 

For more information, see this ASU as included on the 

FASB’s website. 

ASU 2019-04 - Codification Improvements to 
Topic 326, Financial Instruments—Credit 
Losses, Topic 815, Derivatives and Hedging, 
and Topic 825, Financial Instruments 
Since 2016, the FASB has issued the following updates 

related to financial instruments: 

1. ASU 2016-01 Financial Instruments — Overall 

(Subtopic 825-10): Recognition and Measurement 

of Financial Assets and Financial Liabilities 
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2. ASU 2016-13 Financial Instruments — Credit 

Losses (Topic 326): Measurement of Credit Losses 

on Financial Instruments 

3. ASU 2017-12 Derivatives and Hedging (Topic 815): 

Targeted Improvements to Accounting for Hedging 

Activities 

After the issuance of each ASU, the FASB has assisted 

stakeholders in the implementation of the 

amendments as incorporated into the Accounting 

Standards (the “Codification”). Through this assistance, 

the Board has identified certain areas that need 

clarification and correction. 

The amendments in this ASU represent changes to 

clarify the Codification, correct unintended application 

of guidance, or make minor improvements to the 

codification that are not expected to have a significant 

effect on current accounting practice or create a 

significant administrative cost to most entities.  

For more information, see this ASU as included on the 

FASB’s website. 

ASU 2019-05 - Financial Instruments—Credit 
Losses (Topic 326): Targeted Transition Relief 
In June 2016, the FASB issued ASU 2016-13 Financial 

Instruments — Credit Losses (Topic 326): 

Measurement of Credit Losses on Financial 

Instruments which introduced the expected credit 

losses methodology for the measurement of credit 

losses on financial assets measured at amortized cost 

basis, replacing the previous incurred loss 

methodology. ASU 2016-13 also modified the 

accounting for available-for-sale debt securities, which 

must be individually assessed for credit losses when 

fair value is less than the amortized cost basis, in 

accordance with Subtopic 326-30, Financial 

Instruments – Credit Losses – Available-for-Sale Debt 

Securities 

The FASB received several agenda request letters 

asking that the FASB consider amending the transition 

guidance for ASU 2016-13. The entities that submitted 

the agenda request letters noted that certain financial 

statement preparers have begun (or are planning) to 

elect the fair value option on newly originated or 

purchased financial assets, although those entities 

historically have measured similar financial assets at 

amortized cost basis. Those entities noted that they 

would be required to maintain dual measurement 

methodologies for identical or similar financial 

instruments that are being managed in the same 

manner and that they would not provide financial 

statement users with decision-useful information 

because the financial statement information would not 

be comparable.  

The amendments in this ASU address those 

stakeholders’ concerns by providing an option to 

irrevocably elect the fair value option for certain 

financial assets previously measured at amortized cost 

basis. For those entities, the targeted transition relief 

will increase comparability of financial statement 

information by providing an option to align 

measurement methodologies for similar financial 

assets.  
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For entities that have not yet adopted the amendments 

in ASU 2016-13, the effective date and transition 

methodology for the amendments in this ASU are the 

same as in ASU 2016-13. 

For entities that have adopted the amendments in ASU 

2016-13, this ASU is effective for fiscal years beginning 

after December 15, 2019, including interim periods 

within those fiscal years. Early adoption is permitted in 

any interim period after the issuance of this ASU as long 

as an entity has adopted the amendments in ASU 

2016-13. 

The amendments in this ASU should be applied on a 

modified-retrospective basis by means of a cumulative-

effect adjustment to the opening balance of retained 

earnings balance in the statement of financial position 

as of the date that an entity adopted the amendments 

in ASU 2016-13. 

For more information, see this ASU as included on the 

FASB’s website. 

Japanese GAAP and other local 
developments 
The Task Force on Climate-Related Financial 
Disclosures (TFCD) Consortium of Japan was 
launched. 
In May 2019, the TFCD Consortium of Japan was 

launched as a platform where financial institutions 

and business corporations pursue climate-related 

financial disclosures recommended by the TFCD, 

which was established by the Financial Stability Board, 

in response to a request from G20 Finance Ministers 

and Central Bank Governors. The Consortium is 

chaired by Mr. Kunio Ito, Professor at the Graduate 

School of Commerce and Management, Hitotsubashi 

University, and hold a launch ceremony on May 27, 

2019. For more information, see Overview of the TCFD 

Consortium of Japan on the FSA website. 

The Financial Service Agency (FSA) of Japan 

announces that additional designated IFRSs 

for use by companies voluntarily applying 

IFRSs in Japan. 

In April 2019, the Financial Service Agency (FSA) of 

Japan announced that additional IFRSs issued up until 

31 December 2018 were designated for use by 

companies voluntarily applying IFRSs in Japan. 

The newly designated IFRSs include an amendment 

issued in October 2018 for IFRS3, IAS1 and IAS8, 

respectively. 

The Council of Experts Concerning the 
Follow-up of Japan’s Stewardship Code and 
Japan’s Corporate Governance Code 
publishes the opinion statement No.4 
“Recommended Directions for Further 
Promotion of Corporate Governance 
Reform”. 
In April 2019, the Council of Experts Concerning the 

Follow-up of Japan’s Stewardship Code and Japan’s 

Corporate Governance Code published the opinion 

statement No.4 “Recommended Directions for Further 

Promotion of Corporate Governance Reform” so that 

this statement offers recommended directions on 

issues to review in preparing the next revision of the 

Stewardship Code and for the purpose of further 
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promotion of the effectiveness of corporate 

governance reform. For more information, see the 

publication of the “Recommended Directions for 

Further Promotion of Corporate Governance Reform” 

on the FSA website. 

The Accounting Standards Board of Japan 
(ASBJ) updates its ‘Work Plan for Accounting 
Standards under Development’.  
In April 2019, the Accounting Standards Board of Japan 

(ASBJ) released its updated work plan for accounting 

standards that are under development. One of the 

major updates is that the ASBJ determined to start 

development of an accounting standard for leases, by 

which assets and liabilities for all leases are to be 

recognised on the balance sheet. No specific schedule  

for this development has yet determined. 

The ASBJ issues the Exposure Draft of 
Proposed Amendments to Practical Solution 
on Unification of Accounting Policies Applied 
to Foreign Subsidiaries, etc. for Consolidated 
Financial Statements.  
In March 2019, The Accounting Standards Board of 

Japan (ASBJ) released for public comment the Exposure 

Draft of Proposed Amendments to PITF No.18 Practical 

Solution on Unification of Accounting Policies Applied 

to Foreign Subsidiaries, etc. for Consolidated Financial 

Statements (Exposure Draft of PITF No.57).  

The Exposure Draft proposed not to treat differences 

in accounting treatments, which are expected to arise 

as a result of applying IFRS16 or ASU2016-02 to lease 

transactions at foreign subsidiaries, etc., as additional 

adjusting items in preparing consolidated financial 

statements by parent companies in Japan. The 

comment period has already been closed on May 27, 

2019. 

The Financial Accounting Standards 
Foundation (FASF) appoints the Board 
Members of the ASBJ. 
In March 2019, the FASF announced that the Board of 

Members of the ASBJ, effective April 1, 2019. Two full-

time Board members and six part-time Board 

members were newly appointed at the Board. For more 

information, see the press release on the ASBJ website. 

The ASBJ met representatives of the 
Accounting Standard-Setters of Hong Kong in 
Hong Kong. 
In February 2019, the ASBJ and representatives of the 

Hong Kong Institute of Certified Public Accountants 

(HKICPA)—Hong Kong's accounting standard-setter—

met on 25-26 February 2019 in Hong Kong. This was 

the second bilateral meeting between both bodies.  

At this meeting, the standard-setters provided updates 

on their respective activities. They also exchanged views 

on how to i In February 2019, the ASBJ and 

representatives of the Financial Accounting Standards 

Board (FASB) met on February 7 and 8, 2019 in Tokyo, 

Japan. This meeting was the 25th in a series of biannual 

meetings between the ASBJ and the FASB to further the 

Boards’ cooperative efforts to develop high-quality 

global accounting standards.  

At this meeting, representatives of the ASBJ and the 

FASB provided updates on their respective activities, 

and discussed agenda items in which both Boards 
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have interest, including the accounting for business 

combinations and goodwill, performance reporting 

and disclosures, the accounting for leases, and the 

distinction between liabilities and equity. For more 

information, see the press release on the ASBJ 

website. 

improve the accounting for goodwill, business 

combinations under common control and intangible 

assets, as well as observations on the quality of fair 

value measurement and the implementation of major 

new IFRS Standards in respective jurisdictions. For 

more information, see the press release on the ASBJ 

website.  

The ASBJ met representatives of the Financial 
Accounting Standards Board (FASB) in Tokyo. 
In February 2019, the ASBJ and representatives of the 

Financial Accounting Standards Board (FASB) met on 

February 7 and 8, 2019 in Tokyo, Japan. This meeting 

was the 25th in a series of biannual meetings between 

the ASBJ and the FASB to further the Boards’ 

cooperative efforts to develop high-quality global 

accounting standards.  

At this meeting, representatives of the ASBJ and the 

FASB provided updates on their respective activities, 

and discussed agenda items in which both Boards 

have interest, including the accounting for business 

combinations and goodwill, performance reporting 

and disclosures, the accounting for leases, and the 

distinction between liabilities and equity. For more 

information, see the press release on the ASBJ 

website. 

 

 

 

 

— For more information, please visit: IASPlus.com (IFRS) or USGAAPPlus.com (U.S. 
GAAP) or speak to our Deloitte experts Takafumi OSEKO, Partner 
(takafumi.oseko@tohmatsu.co.jp) or ALEJANDRO Saenz, Senior Manager 
(alejandro.saenzmartinezgeijo@tohmatsu.co.jp).  
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Tax News  

 

“2019 looks to see further increases in audit 

activity related to transfer pricing” 

Overview 

2018 has been characterized by an increasing amount 

of transfer pricing audit activity by the Japanese tax 

authorities, who have begun zeroing in on foreign-

headquartered multinational corporations. In 

particular, the Japanese tax authorities have started to 

focus on small-to-medium-sized multinational 

corporations or large multinational corporations with 

limited presence in Japan, which had not been receiving 

the same level of audit scrutiny with regards to their 

transfer pricing activities in years prior. Japan’s 

strengthened approach to targeting the transfer pricing 

activities of foreign-based multinationals is mostly in 

line with the OECD BEPS project, and the trend of 

increased audit activity with respect to transfer pricing 

is expected to continue into 2019. 

With transfer pricing issues gaining more attention 

from Japanese tax authorities, even the scope of 

general corporate tax audits now typically include some 

transfer pricing element, with both regional tax bureaus 

and local tax offices actively examining transfer pricing 

matters. However, the attitudes of regional and local 

tax offices are not necessarily the same. Local tax 

offices tend to encourage the filing of voluntary 

amended tax returns if transfer pricing issues are 

identified and are reluctant to make assessments. 

Regional tax bureaus, on the other hand, will generally 

conduct audits with the expectation of making an 
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assessment and will not hesitate to issue assessment 

notices. 

There have been several transfer pricing audit trends 

that have started gaining momentum as of late.  Firstly, 

for audits that generally cover a broad range of issues 

including general corporate income tax, transfer pricing, 

and consumption tax, we are seeing an increasing 

number of cases in which tax authorities are requesting 

that taxpayers timely provide detailed documentation 

(including a local file, master file, and intercompany 

agreements) and supporting analysis for the transfer 

pricing of their foreign intercompany transactions, 

which even if not requested may provide the taxpayer 

with a useful defense during the audit process. Note, 

that when tax authorities do make requests for 

information, timely responses, preferably responses in 

a shorter time frame than required by the request, 

helps facilitate the timely resolution of audits, especially 

in light of the accelerated timeline of recent audits 

compared to prior years. 

The second trend we have been seeing of late is that 

tax officials are also beginning to refocus on 

information included in Schedule 17-4 of the tax return, 

which provides a breakdown of information regarding 

foreign related parties.  

Another trend is tax authorities also beginning to 

initiate transfer pricing audits in cases where the 

taxpayer had filed an application for an advance pricing 

arrangement. 

The final trend is that during transfer pricing audits, the 

tax authorities are now scrutinizing intercompany 

agreements more, as these are considered the starting 

point in defining the functions and risks undertaken by 

the related parties and their expected outcomes at the 

time of entering into a transaction. This is particularly 

true for transactions involving intangibles. 

In recent decisions concerning appropriate transfer 

pricing methods for transactions involving intangibles, 

the courts have emphasized the uniqueness of the 

intangibles and analyzed whether there was a 

difference between a related party transaction and a 

comparable transaction. As a result, the courts may 

prefer not to uphold a traditional transaction method 

for transactions involving intangibles. A taxpayer 

wishing to apply the traditional transaction methods 

should consider undertaking a careful analysis of the 

comparability of the transactions and prepare detailed 

documentation supporting the adopted approach. 

 

 
 

Note: NTA’s business year ends in June   

Source: Overview of tax assessment performance for corporate tax by National Tax Agency 
JAPAN (NTA) 
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Transfer pricing adjustments 

One of the most typical issues in recent transfer pricing 

audits is transfer pricing adjustments. If a domestic 

corporation has retroactively changed the price of a 

foreign related transaction on the alleged basis of a 

price adjustment, it is necessary to examine whether 

the change falls under the price adjustment based on 

reasonable grounds. Further, if the change is made by 

a payment of monies to a foreign related party or by 

recognition of expenses, it is necessary to take all of the 

following into consideration: (i) the reason concerning 

the payment, (ii) the contents of the agreement 

concluded prior to the transaction, (iii) the reason and 

method of calculation, (iv) the date of determination of 

the payment, and (v) the date of the payment.  

If the payment is determined to have been made based 

on reasonable grounds, the change should be treated 

as an appropriate transfer pricing adjustment and 

should be respected for transfer pricing purposes. 

However, if the payment is not determined to have 

been made based on reasonable grounds, it becomes 

necessary to examine whether the payment falls under 

the rules applying to donations. The amount of a 

donation paid from a domestic corporation to a foreign 

related party typically will not be deductible for 

corporate tax purposes. In general, a donation means 

a gift or gratuitous conveyance of cash or other assets 

or economic benefits, regardless of whether the 

donation was described as a donation, contribution, 

gift, or any other name. 

In practice, a Japanese subsidiary often pays certain 

amounts to its foreign parent around year-end based 

on transfer pricing adjustment invoices received from 

the foreign parent. These amounts can be quite large 

and, as a result, will naturally draw attention from the 

tax authorities. Accordingly, the tax authorities will 

almost certainly request the Japanese subsidiary to 

provide detailed supporting data for the payment.  

However, we have seen a number of cases in which a 

Japanese subsidiary could not provide such detailed 

supporting data (e.g., a breakdown of the invoice 

amount). The taxpayers in those cases typically argue 

that the payment was made in accordance with their 

transfer pricing policy. However, if there is no 

breakdown supporting the payment that can be 

provided, the tax authorities generally find that the 

payment was not made based on reasonable grounds 

and is not respected for transfer pricing purposes. 

Further, the tax authorities would deny the deductibility 

of the payment for corporate tax purposes, 

determining that the payment was a donation. 

To avoid such a result, a Japanese subsidiary needs to 

have at least a breakdown of the payment which shows 

that it is made based on reasonable grounds. If you are 

uncertain as to whether your company has prepared 

breakdowns for such payments, we recommend doing 

so before the tax authorities make an assessment. 

 While transfer pricing has increasingly been receiving 

more attention from the Japanese tax authorities, a 

trend that is expected to continue through 2019, there 

are a number of precautions that taxpayers can take to 

help lessen the impact in the event of an assessment. 

Maintaining and being able to provide detailed 

documentation and supporting analysis to tax 
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authorities can justify the reasonableness of the 

taxpayer’s transfer pricing policies, and timely 

responses to requests from the tax authorities can help 

facilitate timely resolution of audits. Companies should 

review their existing transfer pricing compliance 

procedures to assess any potential adverse impacts 

that the increase in transfer pricing scrutiny may have 

on their current transfer pricing structures.  

 

— For more information, please speak to Yukata Kitamura 
(yutaka.kitamura@tohmatsu.co.jp), Director of TAX Controversy Team, or Lars Dahlen 
(lars.dahlen@tohmatsu.co.jp)     
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Digital Space 

Decrypting the data buzz words 

 

 

Covering the basics 

The best place to start this discussion is with some 

definitions; the most fundamental of which is: data.  

 

At the most rudimentary level, data is a set of 

characters, numbers and symbols that is usually stored 

in, or used by, a computer. In other words, data is a 

collection of unorganized facts that need to be 

processed. Think of a piece of data as a single puzzle 

piece.  

Information is created when data is processed, 

interpreted, organized, structured and presented in a 

meaningful way. For example, a piece of data titled 

“name” could refer to a client representative, an 

employee or the Queen of England; it is completely 

meaningless until you associate the name with some 

context. As you incorporate more data points, or more 

It was 2005 when the term “big data” was first 

coined and in the 15 years that have followed, an 

array of data-based words have come into use. 

As the value of data continues to increase, terms 

describing the ways in which one can transform 

these massive volumes into succinct insights 

have also sprung up. Here, we will cover off a 

couple of the basics and touch on the impact 

these new analytic superpowers will have on the 

finance function. 
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puzzle pieces, the quality and reliability of your insights 

improves and a clearer picture is created.  

This process of combining and associating different 

data points to produce insights is where all data 

analysis occurs.  

What about big data? 
There is no one single definition of big data however 

the term generally refers to datasets so large and 

complex they create significant challenges for 

traditional data management and analysis tools to deal 

with in practical timeframes. The most common 

definitions reference the 3V model developed by 

Gartner. 

1. Volume – Massive datasets containing Terabytes of 

data  

2. Variety – Datasets that contain an array of different 

forms of data (e.g. database records, audio files, 

social media interactions, and wearable monitor 

feeds) 

3. Velocity – Data that needs to be ingested and 

analyzed in real time or near real time (e.g. 

telematics devices in vehicles) 

In most enterprise scenarios, the volume of data 

generated by the organization is so huge that it exceeds 

their current processing capacity. To reduce the 

processing load on systems, much of the available data 

is auto-archived and forgotten. Big data systems need, 

at a minimum, to be capable of handling the volume, 

variety and velocity requirements of big data. 

Big data analytics relies on systems that can efficiently 

process the colossal amounts of data, paired with tools 

and techniques that can execute advanced calculations 

and algorithms in a timely fashion.  

Now that multiple data sets can be combined in such a 

way, new questions can be asked of the data, which is 

where the world of big data becomes interesting, and 

where organizations can generate a competitive 

advantage.  

Where does data science fit? 
Data science is not exclusively associated with big data. 

However, the development of systems capable of 

processing these big data sets have enabled faster, 

more comprehensive analysis and has led to the 

proliferation of the Data Scientist.  

Dealing with both structured and unstructured data, 

data science includes all activities associated with 

cleansing, preparing and analyzing data sets to 

understand patterns and trends hidden deep in the 

data. Data Scientists are skilled in the areas of statistics, 

mathematics and computer programming, and have a 

unique approach to problem-solving that allows them 

to approach data analysis in different and imaginative 

ways.  
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How does this impact your Finance function?  
Superficial analysis of historical data to produce 

monthly reporting metrics does not provide enough 

insight to generate a competitive advantage. In this age 

of data ubiquity, advanced analytics plays a critical role 

in assisting the finance function to make informed 

decisions. Without analyzing the full breadth of data, 

decision makers in your organization may be acting off 

misrepresented analysis and potentially directing 

resources away from more favorable market 

opportunities.  

Using the art of data science, predictive models can be 

created to generate more accurate forecasts for key 

metrics such as sales, product demand and cash. The 

development of these statistic-based algorithmic 

forecasts can help your organization hedge against 

volatility and to improve your ability to take timely and 

informed decisions to respond to shifts in the market.  

One of recent example that showcases analytics in 

Finance deals with predicting maintenance spend on 

assets. A transportation and logistics company found it 

extremely hard to predict the maintenance cycles of 

their fleet. After an initial analysis of their data, it 

because apparent that their fleet were equipped with 

sophisticated telematics devices however only a small 

subset of the data generated by these devices was 

making it into the centralized data hub.  

By combining the data streams from these telematics 

devices with other internal data and incorporating 

external data (weather, road condition and elevation), a 

robust algorithm was developed to predict the 

maintenance spend for each vehicle, and the expected 

time horizon. Based on the conditions a truck had 

travelled and the history of that vehicle model travelling 

through similar conditions, the likely replacement time 

of the front axle was able to be predicted with a 

relatively high level of reliability. 

What next? 
A problem faced by many companies is a chaotic data 

landscape with huge amounts of multi-structured data 

created by multiple disparate systems. To enable your 

team to transition from traditional descriptive analytics 

to progressive analytics, investments need to be made 

in infrastructure that can support the volume, velocity 

and variety of your data.  

By unlocking data that is confined to your 

organizational silos and legacy systems, enriching it 

with external datasets and using a suite of data science 

tools and technologies, you can generate astounding 

and valuable insights. Just imagine what your company 

can achieve when you can see the full picture. 

 

 

— For more information, please speak to our Deloitte experts, Pankaj Arjunwadkar, 
Director, (paarjunwadkar@tohmatsu.co.jp) or Bronte, Tomalin, Senior Consultant, 
(brtomlin@tohmatsu.co.jp)    
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Strategic Planning: 3 Enduring Trends 

 

Can leaders effectively formulate strategies 
in a world defined by disruption? It may not 
be easy, but it is possible. The key is 
identifying and internalizing the underlying 
patterns of change. 

If there’s a single theme informing the C-suite’s most pressing 

challenges today, it’s the unrelenting pace and scale of change. 

Disruption continues unabated in virtually every sector and 

industry, making it difficult for organizations to feel confident in 

their long-term plans. 

Yet plan they must, or risk being disrupted themselves. So, how 

to make the task less daunting? As Confucius once said: “Study 

the past if you would define the future.” 

Fundamental Shifts 
Many of today’s companies craft their multiyear strategic plans 

much as they always have—establishing assumptions, defining 

objectives, and allocating resources over a time horizon of three 

to five years. Yet, increasingly, they’re realizing such traditional 

approaches aren’t up to the challenge. In addition to grappling 

with a constantly shifting business, technology, and social 

landscape, today’s strategists must confront more complex 

planning variables than ever before, while the diversity and 

scope of their decisions has also grown. The effort can feel 

paralyzing to leaders. 

The good news is that we’ve been here before. Consider three 

ongoing business trends, each of which builds upon historical 

precedents: 

New tools to augment and automate human activities. Humans 

have been developing new tools to work faster and make 

activities less labor-intensive ever since cave dwellers used sticks 

and stones to subdue dinner. Originally, the focus of innovation 

was manual work, and during the past half century we’ve 

created more advanced tools to undertake bigger and bigger 

portions of routine cognitive work. Today, however, we’re 
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beginning to apply technology to non-routine cognitive tasks. 

The tools may feel dramatically different, but the fundamental 

challenge still lies in understanding their application in a 

business context and envisioning how they can be used to 

deliver different outcomes. 

The decomposition and virtualization of the enterprise. It used 

to be common for manufacturers to own every element of the 

supply chain—for example, Henry Ford owned sandpits as a 

source for the glass in his cars’ windows. Over time, that 

approach has been replaced by virtualization, specialization, 

and co-creation enabled by sophisticated supply chains. Today 

we’ve arrived at the next stage: ecosystems encompassing an 

increasingly complex web of actors competing, collaborating, 

and co-evolving over time. 

‘No one can predict the future, but today’s leaders can help 

shape it by understanding the long trajectories that connect it 

to the past—trajectories we continue to ride.’  

An increasing focus on customer-centricity. Back when Ford 

was mining his own sand, he famously uttered the words that 

have come to epitomize the “before” state of customer-

centricity: “Any customer can have a car painted any color that 

he wants, so long as it is black.” It was several decades before 

the mantra of business became “the customer is king.” 

Companies have spent the intervening years sharpening their 

focus on customers, and today that’s come to include 

developing and communicating a larger social purpose. 

Whether it’s sustainability, diversity, fair trade, transparency, or 

another cause, consumers increasingly expect brands to 

pursue values beyond mere profitability. 

 

Building a Better Future 

The fundamental trends aren’t new, but—as with every major 

juncture in the history of commerce—they still require leaders 

to adapt. The organizations that will lead in the future are likely 

those that use the new tools to find ways to reinvent work, 

combining the capabilities of machines and people and tapping 

the best of both. They will be unafraid to embrace and make the 

most of ecosystems and be comfortable with the notion of 

losing some autonomy and direct contrOlin the marketplace. At 

the same time, they will successfully convey and act consistently 

with a broader purpose and set of values. 

IT leaders have a particularly critical part to play. Technology is 

an enabler of each and every one of these dimensions, and 

CIOs face the distinct challenge of demystifying and helping 

their organizations to prioritize and translate them into business 

reality. It’s a critical, transformational role—one of the most 

important and difficult in the enterprise. 

“No one can predict the future, but today’s leaders can 

help shape it by understanding the long trajectories that 

connect it to the past—trajectories we continue to ride. ” 

Rather than be indecisive in the face of uncertainty, leaders can 

consider multiple possible future scenarios and plan their next 

steps accordingly. By doing so, they can help to build more 

enduring businesses that better serve their shareholders, talent, 

customers, communities, and humanity itself. 

 

—by Jason Girzadas, Deloitte Global managing principal and member of the Deloitte Global Executive team, Deloitte 

Consulting LLP 
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Leading Innovation and Disruption:  

Marc Olin, CFO of EFI 

 

Marc Olin describes how he leverages 
his entrepreneurial background to 
catalyze growth and innovation as CFO 
at the maker of industrial printers and 
imaging software. 
Dealing with disruption is a necessity for CFOs across 

many industries, but Marc Olin, CFO of Electronics For 

Imaging (EFI), sees disruption as an opportunity for 

growing the company. “Our new products are putting 

us in the position of being a disruptor in the industries 

we serve,” he says. Olin discusses the customer-driven, 

business development mindset he has brought to the 

CFO role, drawing on his experience as a former 

business owner and COO. He also explains how he 

manages traditional CFO responsibilities while 

partnering with the business to nurture innovation. 

Q: What major company priorities are you focused on? 

Olin: We are coming off of an eventful 18 months, 

during which I’ve been focused on managing our 

bottom line through a cyclical market downswing in one 

of our three business segments, directing a 

reorganization in the accounting organization in which 

we turned over 60 percent to 70 percent of our senior 

accountants, and most recently helping our new CEO, 

Bill Muir, get up to speed. 

Now, with that business stabilized and our new 

accounting team in place, a major focus is nurturing 
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and managing our new, fast-growing products, which 

can be transformative in the industry. 

The imaging industry is undergoing a great deal of 

disruption as it transforms from analog into a mainly 

digital technology industry. Dealing with disruption is a 

priority for every CFO, but in our case, some of our new 

products put us in the position of being an industry 

disruptor. 

We are the first to market with a commercial-grade, 

inkjet printer capable of printing on corrugated 

cardboard packaging. That’s a multi-billion dollar 

market, which has had the same printing process for 

the last 30 years. So we’re right at the beginning of this 

very large market opportunity for digital printing. 

Capitalizing on those opportunities comes down to 

how well we execute our growth strategy, scaling the 

company to keep up with and enable our growth, and 

then keeping the pieces and parts of our complex 

combination of businesses moving in the right direction. 

Q: As CFO, how do you work with the businesses to 

execute EFI’s strategy? 

Olin: With the industry changing so rapidly, the key 

challenge for our business is keeping up with 

innovation and then executing correctly, making sure 

we build the right products at the right cost, and at the 

right time. Broadly, I see my role as helping to drive new 

sources of revenue by making sure that we are 

effectively funding innovation and nurturing our 

emerging businesses, and by helping to push 

operational efficiency with our more mature 

businesses. 

 

At the top level, our leadership group—including myself, 

the CEO, CTO, and the rest of our senior leadership 

team, which includes our business segment leaders—

work to gain agreement around the performance 

targets for each of the different businesses and the 

operating metrics to track their performance, based 

upon their different financial profiles and where each 

of them is in their product lifecycle. 

Within finance, we work closely with the businesses on 

their budgets, forecasts, and performance. We embed 

members of the FP&A team in each business—

sometimes within individual product lines—helping 

them develop their budgets, understand their 

spending, and measure how they perform against their 

plans. 

Over the last year, we have also embedded senior 

finance people in different places around the globe to 

get closer to the businesses that are driving growth in 

the organization. Similarly, we built up our remote 

accounting functionality to get more people out in the 

field to deal with the faster-growing parts of the 

business in Europe. 

Another important part of the role is making sure the 

investor community understands our growth story and 

how we operate. With our combination of different 

businesses, we look partially like an imaging company, 

an industrial company, and even a software firm. And 

then we are partly a growth story, partly a profit story. 

Beyond making sure analysts and investors have the 

right numbers, we have taken them on field trips to see 

our new corrugated packaging printers. It can be 

difficult to envision a desktop inkjet printer scaled up in 
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size 150 times, so big it takes two semi-tractor trailers 

to cart a single printer, so bringing the investment 

community to the printers can help them see directly 

how EFI is innovating. 

Q: How do you support innovation, given how 

important it is to your growth strategy? 

Olin: First, as CFO, my team and I are responsible for 

ensuring that we are appropriately funding our high-

growth products through capital allocation planning. 

Then, one of my top priorities is nurturing the growth 

of these emerging product lines, such as our industrial 

inkjet segment, that really act as virtual startups within 

the larger company. 

Beyond that, I continually look for ways to drive new 

innovation and partner with the CTO and General 

Managers to get involved in the innovation discussions. 

We challenge whether the team is designing a product 

the right way, how well it’s going to work for our 

customers and their business needs, and what the 

profitability ramp looks like as the product starts to 

scale. 

For example, before we started formally selling our 

corrugated packaging printer last year, we visited our 

first installations to get our customers’ perspectives on 

how valuable the product could be to them. That 

helped us to evaluate our business plan, specifically in 

terms of validating the sales team’s expectations for 

customer reaction and then the production runway. 

Q: How has your entrepreneurial and operational 

background influenced you as CFO? 

 

Olin: Having been a CEO and co-founder of a company, 

which EFI acquired in 2003, running EFI’s software 

business as general manager, and then serving as COO 

before stepping into the CFO role, I have a very strong 

customer and business development focus, which 

influences how I view my role as leader of the finance 

organization. For instance, I would say 20 percent to 30 

percent of my time is spent with customers, many of 

whom I worked directly with when I ran the software 

segment, so I often will partner with the sales team 

when they are working on closing deals. At the same 

time, it is important to make sure that together with our 

revenue and legal teams, we are reviewing new deals 

to make sure they comply with revenue rules and so on. 

Understanding the voice of the customer helps in 

budgeting discussions with the businesses, and in 

decisions about how we should be spending capital or 

investing in new opportunities to grow the business. 

On the flip side, focusing on business innovation and 

customer activities, and the fact that I am not an 

accountant, makes it critical for me as CFO that I have 

a strong chief accounting officer (CAO) to partner with, 

one who can take ownership of accounting and related 

compliance activities. While FP&A and internal audit 

report up to me, the CAO has treasury and accounting. 

But regardless of whether one sits in the accounting 

group or FP&A, I expect everyone in finance to have a 

customer-first mindset. Ultimately, everyone in this 

company is in sales. The only difference in finance is 

that the businesses are our front-line customers. That 

means the finance team’s priorities are to help the 

businesses sell printers and software while always 
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making sure we are accurately and consistently 

reporting our financial results. 

 

 

 

 

 

— by Andrew Marks, Deloitte Services LP, senior writer, Deloitte Insights for CFOs 

 

Editor’s note: This article is part of an ongoing series of interviews with CEOs, CFOs, and 

other executives. Marc Olin’s participation in this article is solely for educational purposes 

based on his knowledge of the subject, and the views expressed by him are solely his own. 

This article should not be deemed or construed to be for the purpose of soliciting business 

for Electronics For Imaging, Inc. (EFI), nor does Deloitte advocate or endorse the services or 

products provided by EFI. 
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Using Digital Cost Management to Support Growth Strategy  

 

CFOs can use cognitive technologies, 
automation, and predictive analytics to 
better understand a business’s value 
levers and fundamentally change their 
company’s cost structures, seize 
opportunities, and grow profitably. 

Faced with rapidly changing global business 

environments, many companies are changing their 

approach to cost management, using it to help fund 

their top strategic priorities of sales growth, profitability, 

and implementing transformative technologies that 

can help them grow and compete more effectively, in 

addition to cutting costs, according to findings from 

Deloitte’s 2019 global cost management survey. 

However, the survey found that few companies are 

succeeding in this approach: just 18% of the surveyed 

U.S. companies met or exceeded their cost reduction 

targets, and only 7% met or exceeded their cost 

reduction targets while also increasing revenues by 

10% or more. 

What separates the companies effectively using cost 

management to drive both their top and bottom lines 

from those that are struggling to do so? The answer 

may lie with implementing digital innovations that are 

revolutionizing cost management, according to Omar 

Aguilar, principal and global leader of the Strategic Cost 

Transformation practice at Deloitte Consulting LLP; and 

Christopher Ittner, professor and chairperson of 

accounting at the University of Pennsylvania’s Wharton 

School of Business. 
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Technology alone, however, is not enough, they say; 

effective digital cost management also requires a far 

more innovative and strategic approach than 

traditional approaches to cost management, as well as 

the talent and organizational structure to support it. 

They discuss how digitally-enabled cost management 

can reduce costs and support growth, and they explain 

what CFOs can do to use cost management to for 

strategic purposes.  

Q: How is cost management evolving, and what are 

some of the critical factors for using it to support 

strategy? 

Aguilar: Technology disruption is requiring many 

companies to transform their business models, and 

they are grappling with how to become more efficient 

and effective as they do so—in essence, how to change 

their cost structures. 

The rise of digital innovations also represents a major 

evolution in cost management strategies, providing 

companies with the opportunity to gain a much deeper 

understanding of their business’s prime value levers, 

which they can use to fundamentally and sustainably 

change their cost structures, seize opportunities, and 

grow profitably. 

For many of the cost management programs that didn’t 

meet cost reduction and revenue growth goals, the 

number one issue is implementation. That comes down 

to a combination of factors: for example, not having the 

right tools and resources, not properly architecting the 

cost program, and focusing on tactical, short-term cost 

reductions due to cost or demand pressures, rather 

than looking for sustainable ways to change the cost 

structure. 

Ittner: When it comes to success factors, we found 

three key, inter-related differentiators common to 

many of the companies that achieved their cost and 

revenue targets. First, many of these companies are 

employing digital technologies to enable what we call 

next-generation cost management. In fact, 88% of the 

surveyed U.S. companies that hit the ‘gold standard’ of 

meeting or exceeding their cost-reduction targets while 

also increasing revenues more than 10% reported 

technology implementation as a strategic priority. 

A second critical factor is having a strategic, rather than 

tactical, cost management approach that focuses on 

changing the entire cost structure. By strategic, we 

mean a cost management program that asks ‘Where 

should I be cutting costs, where should I not be cutting 

costs, and where should I be spending more money in 

order to drive growth and performance?’ 

And third, we found that respondents with effective 

cost management programs were also making 

transformative changes in their business. They were 

the ones implementing new systems, rethinking their 

business models, and transforming their business and 

operations to seek competitive advantage. 

Q: How are digital technologies enabling cost 

management to support strategy? 

Aguilar: Making effective cost management decisions—

those that drive strategic value beyond just producing 

short-term savings—requires understanding how cost 

decisions flow through to the top and bottom lines. 

Digital tools such as cloud, automation, cognitive 
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technologies, and predictive analytics, enable financial, 

operations, and commercial information to be 

converged in a way that has been difficult to achieve 

before. As a result, they can provide faster and deeper 

data-driven insight on what’s driving value and what are 

the cost drivers. 

They also offer companies the opportunity to think 

differently about their cost models and develop new 

ways to operate the business. In the labor spend area, 

for example, companies can use these technologies to 

identify interconnections between complex and 

seemingly disparate data in ways that could not be 

done before, for example, to change the organization’s 

talent model to fit a new business model. At the same 

time, cognitive technology, in combination with 

automation, can take on many manual processes, 

allowing companies to change—and possibly 

contract—their cost structure. 

Ittner: As an example of what Omar is describing, I’ve 

worked with companies that have used cognitive tools 

and analytics to dig into what were considered ‘black 

box’ commercial spend categories. At these companies, 

finance was able to pull insights from a variety of 

structured and unstructured data across the 

organization to evaluate the effectiveness of the sales 

force. Having greater transparency revealed which 

expenditures provided little value to the customer and 

therefore should be reduced or eliminated, and which 

expenditures should be increased due to their positive 

impact on profits. That information gave the CFO the 

ability to ensure that commercial spend is both more 

efficient and more effective in driving sales. 

Q: What can CFOs do to champion a strategic and 

digitally-enabled approach to cost management? 

Ittner: CFOs have several critical roles to play. First, 

because strategic cost management is not simply 

about having the right technology, but also requires 

organizational change, they should ensure the 

company is putting in place the talent and processes 

needed for digital cost management along with the 

necessary digital tools. 

For example, doing the analytics needed for strategic 

cost management requires sharing data across the 

organization, because to take advantage of the 

increased speed and the access to different types of 

data of digital tools, it’s critical to make both financial 

and non-financial data available throughout the 

organization. That may require CFOs to drive cultural 

change in the finance function, which can be hesitant 

to share financial data with operations. 

Aguilar: Similarly, our analysis found that companies 

using digital tools to improve forecasting, budgeting, 

and reporting processes as part of their cost 

management programs were more likely to realize their 

cost reduction targets and achieved larger operating 

cost and working capital savings. CFOs can use these 

capabilities to identify the company’s key value drivers 

for new business models and determine how and 

where to redeploy assets, cutting costs in areas that are 

not adding much value, and perhaps increasing 

expenditures in others to gain a competitive advantage. 

So, these digital tools open the way to use cost 

management as part of strategic business decisions, 
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which enables the enterprise to respond to changes in 

the business environment more nimbly. 

As Chris mentioned, having the right talent in finance is 

a key component, because working in a digital finance 

environment, enabling core business needs digitally 

requires different skills and capabilities. Finance needs 

both data scientists and people who can translate the 

analyses generated by the data scientists into 

actionable insights, which the organization can use to 

improve performance and efficiency. Those people 

become the core of this new cost management 

approach. 

Q: What steps can CFOs take to implement a digital cost 

management approach? 

Aguilar: Because very few companies have what I’ll call 

the digital maturity to immediately scale a digital cost 

management program across the company, for most 

organizations it’s a journey. Start with a pilot that 

demonstrates how next-generation cost management 

can redirect expenditures to areas that add the highest 

value to the organization. 

 

Then, it’s a step-up process of learning from each 

implementation and scaling, and then applying it 

strategically, in the most important areas of a 

company’s value chain. As you scale, you start changing 

the culture and then the capabilities of the organization 

to support this approach. 

Ittner: And that culture and organizational change 

could be the biggest challenge, because we’re talking 

about implementing not just new technology but also 

new, transformational ways of working, and new ways 

of thinking about and measuring areas like commercial 

spend. So, for CFOs, the first step might just be having 

the courage to make what might be some 

uncomfortable changes in the finance organization, 

and to bring in people who think differently to help 

them make this transformation to a digital world. 

 

Editor’s note: Christopher Ittner’s participation in this article is solely for educational 

purposes based on his knowledge of the subject, and the views expressed by him are solely 

his own. This article should not be deemed or construed to be for the purpose of soliciting 

business for the Wharton School, nor does Deloitte advocate or endorse the services or 

products provided by the Wharton School.

. 
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Inclusion a Hallmark of Modern Leadership 

 
 

Today’s workers are looking to their 
leaders to create an environment that 
encourages acceptance, advocacy, and 
authenticity, according to research 
from Deloitte and The Female 
Quotient. 
The inclusion landscape for organizations continues to 

evolve dramatically. Even within the past year, 

expectations, conversations, and workforce needs 

have changed significantly. No matter where they are 

in their inclusion journey, many organizations are 

trying harder to cultivate a diverse, inclusive 

environment for their people. 

Previous Deloitte research found inclusion matters to 

today’s employees, with 80 percent of respondents to 

a 2017 survey indicating it is important when choosing 

an employer and 39 percent reporting they would 

leave their current organization for a more inclusive 

one. However, even when organizations have 

inclusion programs, it’s unclear whether they are 

achieving their intended purpose. To learn whether 

these initiatives and behaviors are being effectively 

embedded in organizations and positively affecting 

employees’ experience and performance, Deloitte and 

The Female Quotient conducted a survey of more 

than 5,000 respondents across the United States in a 

range of organizations and industries. The survey 

asked people how they experience inclusion on a daily 

basis, how it affects their work, and whether inclusion 

efforts are enabling them to advance in their careers. 

The research reveals that today’s workers value 

inclusion, although many still believe their leaders do 

not. One key finding is that, while organizations may 

recognize the need for inclusion, some have faltered 

when it comes to enacting and embedding it in their 

employees’ experiences. Fifty-five percent of 
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respondents say inclusion is discussed in their 

organization but rarely acted upon. They often 

interpret the message of inclusion as an 

organizational value that is not treated as a critical 

business issue. 

In an era when organizations are seeking new ways to 

attract and engage talent, an inclusive culture could 

be a differentiator for employers. Employees want to 

experience it in their everyday interactions and view it 

as critical to their development. 

Leadership for a New Era 

The research from Deloitte and The Female Quotient 

explores the role leaders can play in advancing 

inclusion and assesses what leadership means today. 

Seventy-two percent of respondents indicate the need 

for a new definition of “leader” in today’s world. 

When asked to select the most important qualities of 

a good leader, respondents identified 

communicativeness (71 percent), a strong work ethic 

(68 percent), and flexibility (58 percent), as well as 

confidence (58 percent) and patience (53 percent)—a 

balance of traits. Respondents also say it is important 

for leaders to give credit where it’s due (90 percent), 

listen attentively (89 percent), be accountable (88 

percent), and start projects with a purpose (78 

percent). Although combining these behaviors can be 

challenging, respondents clearly believe this is key for 

organizations. 

 

 

 

The Rise of Inclusive Leadership 

Employees want their distinct perspectives to be 

heard. They acknowledge that acceptance and 

inclusion benefit them individually as well as the 

organization as a whole. Respondents also note the 

importance of advocacy. Workers want to know their 

leaders will have their backs when difficulties arise. 

Finally, today’s workers seek a workplace that rewards 

authenticity. 

Respondents indicate they are looking for leaders to: 

 Create a sense of camaraderie (67 percent) 

 Foster strong company values (65 percent) 

 Promote a shared vision across the organization 

(63 percent) 

Recognize their own weaknesses (53 percent) 

 Be more authentic (50 percent) 

 Be more transparent (47 percent). 

 Across the board, respondents agree that 

diverse environments stimulate creativity, 

growth, and profitability. 

 

Today’s workers often expect leadership to foster an 

environment where they can grow as professionals 

and where different perspectives are welcomed. They 

see diversity as a catalyst for creativity and profitability, 

and they view inclusion as fundamental to the way 

organizations conduct business today. 

To create an inclusive environment, leaders can model 

authenticity, sharing stories and being vulnerable 

when appropriate. They can communicate 



 

The CFO Program | Japan 

 

31 

transparently, discussing their perspectives but also 

listening actively and inviting others to share their 

opinions. They can invest in relationships, creating a 

culture where strong connections are valued. Last, 

they can continue to learn, grow, and develop new 

leadership traits and hold themselves accountable for 

advancing inclusion. Now is the time for leaders to 

embrace this call, recognize the leadership framework 

has changed, and embody the role of an inclusive 

leader. 

 

 

 

 

—by Janet Foutty, chair and CEO, Deloitte Consulting LLP; Terri Cooper, chief inclusion 

officer, Deloitte; and Shelley Zalis, CEO, The Female Quotient 

  



 

The CFO Program | Japan 

32 

The CFO Program for International Companies 
Deloitte’s Chief Financial Officer (CFO) Program brings together a multidisciplinary 

team of Deloitte leaders and subject matter specialists to help CFOs stay ahead in 

the face of growing challenges and demands. The Program harnesses our 

organization’s broad capabilities to deliver forward thinking and fresh insights for 

every stage of a CFO’s career - helping CFOs manage the complexities of their roles, 

tackle their company’s most compelling challenges and adapt to strategic shifts in 

the market. Deloitte’s vision is clear: To be recognized as the pre - eminent advisor 

to the CFO. 

The CFO Program in Japan hosts regular events for executives of international 

companies to provide insights and networking opportunities. 

Contact: Arjunwadkar Pankaj | paarjunwadkar@tohmatsu.co.jp 

Website: https://www2.deloitte.com/jp/en/pages/finance/topics/cfo-program.html 

Deloitte Tohmatsu Group (Deloitte Japan) is the name of the Japan member firm group of Deloitte Touche 
Tohmatsu Limited (DTTL), a UK private company limited by guarantee, which includes Deloitte Touche 
Tohmatsu LLC, Deloitte Tohmatsu Consulting LLC, Deloitte Tohmatsu Financial Advisory LLC, Deloitte 
Tohmatsu Tax Co., DT Legal Japan, and all of their respective subsidiaries and affiliates. Deloitte Tohmatsu 
Group (Deloitte Japan) is among the nation's leading professional services firms and each entity in Deloitte 
Tohmatsu Group (Deloitte Japan) provides services in accordance with applicable laws and regulations. The 
services include audit, tax, legal, consulting, and financial advisory services which are delivered to many 
clients including multinational enterprises and major Japanese business entities through over 8,700 
professionals in nearly 40 cities throughout Japan. For more information, please visit the Deloitte Tohmatsu 
Group (Deloitte Japan)’s website at www.deloitte.com/jp/en. 
Deloitte provides audit, consulting, financial advisory, risk management, tax and related services to public 
and private clients spanning multiple industries. With a globally connected network of member firms in 
more than 150 countries and territories, Deloitte brings world-class capabilities and high-quality service to 
clients, delivering the insights they need to address their most complex business challenges. Deloitte’s more 
than 225,000 professionals are committed to making an impact that matters. 
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by 
guarantee (“DTTL”), its network of member firms, and their related entities. DTTL and each of its member 
firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not 
provide services to clients. Please see www.deloitte.com/about  for a more detailed description of DTTL 
and its member firms. 
This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its 
member firms, or their related entities (collectively, the “Deloitte Network”) is, by means of this 
communication, rendering professional advice or services. Before making any decision or taking any action 
that may affect your finances or your business, you should consult a qualified professional adviser. No entity 
in the Deloitte Network shall be responsible for any loss whatsoever sustained by any person who relies on 
this communication. 
 
© 2019. For information, contact Deloitte Touche Tohmatsu LLC, Deloitte Tohmatsu Consulting LLC, Deloitte 
Tohmatsu Financial Advisory LLC, Deloitte Tohmatsu Tax Co. 

 

 


