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The Thai fl oods caused devastation and have le�  risk managers 
contemplating their next move in case of a repeat scenario

Watershed 
moments usher in 
era of caution

TOP RISKS

T 
he 2013 monsoon season 
brought weeks of torrential 
rain and fl ooding to 
Thailand, killing dozens of 

people, destroying property and bringing 
businesses to a standstill.

While not quite on the scale of the 
unprecedented fl ooding catastrophe two 
years earlier that had such a huge impact 
on the supply chains of companies 
around the world, the 2013 events were 
a reminder that much still needs to be 
done by companies and the Thai 
authorities to mitigate the risk of serious 
business interruption.

Just before the rains came, 
StrategicRISK Asia travelled to Bangkok to 
host a round table with leading Thai risk 
managers, brokers and insurers.

And, although the sun was shining 
outside, the focus of most of the risk 
professionals who attended was on the 
dark clouds that had wrecked the 
infrastructure of large parts of the country 
in 2011 and threatened to return.

Of course, monsoons are nothing new 
in this part of South-East Asia, but so 
serious were the events of two years ago 
and the impact they had that they have 
become synonymous with the whole 
concept of supply chain interruption. 

Whenever and wherever in the world 
StrategicRISK meets with risk managers 
the issue of business continuity invariably 
emerges, with the 2011 Thai fl oods 
considered almost universally as a 
watershed moment in every sense.

How then, is the issue viewed by risk 
professionals in Thailand itself?

“After the (2011) fl ood the risk 
landscape changed, the attitude of the 

big insurers also changed,” says 
Aon Thailand executive vice-president 
Yoottana Kingkawtantong.

“Insurance used to be the last thing 
people thought of – they would buy 
insurance based on cost and not quality 
of coverage. Cheapest was always best. 
After the fl ood a lot of people found they 
were not insured, particularly in terms of 
business interruption exposure. The 
landscape has also changed from the 
perspective of insurers. In the past, 
nobody realised a fl ood could aff ect so 
many places in Thailand at the same 
time. Now insurers have had to change 
their views on catastrophic loss events 
in Thailand.”

With so many parts of the country 
aff ected, businesses based in Thailand 
have been forced to rethink their entire 
operational strategies to ensure that if the 
worst does indeed happen again, the 
eff ects will be more limited.

Phatchada Muenthong from Thai-
based supermarket chain Big C explains 
how this has manifested itself in her 
business: “The company is now thinking 
more about geography and location, 
and also our logistical relationship with 
certain key suppliers and the impact it 
might have on us if things go wrong. 
So we are looking to mitigate our 
risks by undertaking a strategic review 
of suppliers.”

A more regional approach has also 
been taken by global conglomerate 
Charoen Pokphand (CP), which 
manufactures and distributes everything 
from pet food to fertilisers to motorcycles.

CP’s vice-president of insurance 
and head of risk engineering Komsun 

Intarasatakul says: “We learned a good 
lesson from our operations. We thought 
having a large central warehouse would 
be cost eff ective, but after what happened 
with the fl oods we have now moved to 
smaller centres scattered around the 
country to limit exposure.”

Such was the magnitude of the 2011 
fl oods that the insurance industry faced 
one of its biggest-ever claims.

It too has changed as a result, according 
to Zurich Global Corporate global 
relationship leader Steve Robertson. “The 
insurance industry as a whole learned a lot 
from the events around the Thai fl oods 
and also what happened in Japan,” he 
says. “Whether or not we have learnt 
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JLT Thailand managing director 
and country manager Andrew 
Minnitt chose acquisition and 
retention of talent as his top 
risk: “There is a defi nite lack 
of skills in certain industries, 
meaning that getting in the right 
people and then off ering them a 
career that keeps them interested 
and engaged is becoming the 
most important challenge.”

Managing director of Howden 
Broking Group’s retail businesses 
in Asia V Harikes went for 
political uncertainty as his 
number one: “In 2011, the Puea 
Thai party came to power led 
by Prime Minister Yingluck 
Shinawatra, sister to Thaksin 
Shinawatra who was overthrown 
in a military coup in 2006. Political 
divisions between supporters of 
Thaksin and the Democratic Party 
will come to the forefront.” 

Aon (Thailand) executive 
vice-president Yoottana 
Kingkawkantong, and director 
and general manager of Multi-

Risk Consultants (Thailand) 
Paiboon Kitichotekul also 
picked political uncertainty, 
saying: “The political situation in 
Thailand is still unstable and this 
will aff ect new investment.”

Duncan Buchanan, chief 
executive of Marsh PB, a unit 
of Marsh in Thailand, chose 
natural catastrophe: “Natural 
catastrophe exposure is of 
concern to many business sectors 
in Thailand. The fl oods raised 
awareness of the need to be 
adequately insured and to use the 
professional services of brokers 
to assist in insurance programme 
design and risk management.” 

So did Wattana 
Wongvisesnopakun, executive 
chairman of Lockton Wattana 
Insurance Brokers (Thailand): 
“Flood is obviously still the 
top risk for large businesses in 
Thailand. Other nat cat-type 
perils, to a certain extent, are 
also up there in the ‘wish list’ of 
insurance buyers.”

 BROKER POLL: 
 TOP RISKS FACING BUSINESS 
 IN THAILAND

Natural catastrophe

Supply chain disruption 

Reputation damage

Political uncertainty

Foreign exchange risk

Cyber threats and vulnerabilities

Regulatory change

Contractual risk
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We polled six brokers, asking each 
for their fi ve top risks
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enough to come up with solutions is 
another issue. We now want to know 
more about customers and suppliers so 
we can get an understanding of the risks 
– I don’t think before this happened we 
understood those risks fully.”

Despite this, Robertson says, more 
progress needs to be made by the 
insurance industry in general.

“There are some supply chain 
solutions out there, but I am still not sure 
of their relevance,” he says. “This is 
because the risks are huge, but the 
capacity is probably not big enough and 
not enough organisations are buying in to 
create that premium pool. Underwriters 
like to have a fairly decent-sized premium 

5
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pool to share that risk. So while the 
fl oods were a big wake-up call for the 
industry, they also remain a problem. I 
am not sure the industry as a whole has 
done enough.”

While gaps in insurance might remain, 
the Thai fl oods have brought the role of 
risk management closer to the heart of 
many businesses.

CP’s Intarasatakul says: “Before the 
fl oods no one in the business knew our 
name – afterwards we became more 
popular. We needed two years to settle our 
claims and we still have not fi nished.

“Now, instead of waiting until we have 
had an accident they understand more 
about the protection. After the fl ood it was 
clear that if you believed Thailand was free 
of natural disasters, that is clearly not true. 
From that day we adapted our perception 
of our own country.”

Not only did the events highlight the 
importance of risk management, they 
also made more Thai companies increase 
their perception and understanding of 
risk, as Lockton Wattana Insurance 

Brokers executive chairman Wattana 
Wongvisesnopakun says: “Awareness 
has been heightened to an unprec-
edented level.

“Before the big fl ood in 2011, people 
took insurance as something they had 
to do. Now people are taking insurance 
much more seriously.

“People are now more ready to talk 
insurance with us and their understanding 
of insurance is also much better. The claim 
experience of the Thailand fl ood has been 
a good lesson for the insurance market. 
Businesses now understand how the 
market operates in a way they did not 
before and also how insurance can be used 
to mitigate or reduce the eventual loss to 
their business.”

Wongvisesnopakun says it also focused 
minds on a hitherto misunderstood 
notion about Thailand’s geographical 
vulnerability.

“The fl ooding destroyed the myth that 
Thailand is a natural disaster-free area,” he 
says. “It has been a wake up call to the 
market that the idea that you are looking 

at risk from a certain factor, area or 
concentration of property is no longer 
valid. We are talking about a county-wide 
disaster, looking at something that would 
be far bigger than what the insurance 
industry would consider to be its 
maximum loss. People now realise that 
you cannot look at a hotel, for example, 
as a standalone. Maybe you have to take 
Bangkok as the whole risk – or even half 
of Thailand.”

Away from the danger of fl ooding, a 
storm is also brewing over the economy of 
Thailand, with the country slipping into a 
tecÙ ical recession during the summer. 

Two consecutive quarters of contraction 
resulted in the Thai government cutting 
2013 growth estimates to 3.7% from 
4.5%, although businesses and economic 
forecasters remain positive about the 
country’s fi nancial future.

However, for the time being consumer 
spending is restricted, as Phatparadee 
Chingulgitnivat at Big C, says: “We have 
seen the basket size of shoppers reduce 
since the beginning of this year.”

TOP RISKS

 THAILAND
 IN NUMBERS

EMPLOYMENT

Quality
of labour

1.00

0.00

0.52

0.33

Pay and
productivity

1.00

0.00

0.51

0.38
0.45

Redundancy
costs

1.00

0.74

0.39

0.13

Employing
workers

1.00

0.00

0.38

0.27
0.17

Brain
drain

1.00

0.00

0.60
0.51

0.41

Thailand           
SE Asia
US           

Employment
of working age

population

1.00

0.69

0.47

0.23

0.42

0.00 0.00

NOTE The risk bars indicate the world distribution of the particular risk, from the 
lowest scoring country to the highest. The lower the score, the lower the risk or 
exposure to the particular indicator (a lower score is always positive).

Source: Zurich Risk Room
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One of the key issues for many corporate customers over the 
years has been how to visualise their risks and quantify how risk 
improvements will positively aff ect their insurance programme. 
Historically, it has been le�  to risk engineers to conduct site 
assessments, produce pages of reports, and determine what risk 
improvements would create the greatest overall improvement to 
their risk grading. Now risk managers have an alternative.

For many customers in Asia, risk engineering and risk 
assessments have not been seen as a key tool in the risk manager’s 
toolkit. This is beginning to change and is being driven by the need 
to improve risk quality. To help with this transition, risk managers 
need new tools to help make sense of the huge amount of data that 
can come out of site surveys, along with an easy way to present the 
risk-improvement strategy to the board.

One of the tools that Zurich has developed to help risk managers 
with this analysis is the riskfeatures.com website. The aim of this 
website is to bring Zurich’s Risk Engineer’s risk grading to life, and 
help the customer prepare for the site visit. The challenge was to 
provide risk engineers with a way of presenting complex information 
resulting from risk assessments to customers in a format that 
would be user-friendly and easy to understand. Customers can view 
this information even a� er the risk engineer has le� , allowing them 
to set priorities for their risk-improvement projects.

The key objective was to create a mobile workspace that used key 
elements of Zurich Risk Engineering’s risk-grading methodology 
and converted them into a visual representation. The ‘What If? 
Risk Grading App’ makes risk assessment easier to understand and 
provides customers with insights for a better understanding of their 
existing risks and optimisation of risk-improvement budgets. It is an 
easy to use, highly innovative and helpful tool for our customers.

The free app has an intuitive interface, with each assessment 
criterion graded via a visual linear tool. Overall risk profi le summaries, 
automatically generated based on the documented assessment, 
reveal the impact of risk improvement actions on the grading score, 
and help customers prioritise risk improvement and maximise 
return on investment. The app helps deepen customer and business 
partner understanding of risk, while demonstrating a continued 
commitment to technology and the user experience. Through this 
tool, risk managers will gain more understanding of the risks they 
face and how risk-improvement actions can infl uence their overall 
grading score. The app brings together the Risk Engineer’s Grading 
for the site, and uses pop-up links from the riskfeatures.com website 
to provide clearer illustration of how each factor was graded, and 
what can be done to improve it.

Risk managers are required to monitor their risk grading 
over time, determine the impact on their grading given certain 
risk improvements, and conduct scenario analysis to help 
prioritise investment decisions. Coupling this approach with 
shared best practice, and the additional information linked in 
from the riskfeatures.com website, clarifi es the benefi ts of a 
risk-engineering programme.

THOUGHT 
LEADERSHIP

Chingulgitnivat says there are two key 
reasons for this: rising prices and the 
government’s fi rst car policy.

The scheme, which allows Thais to 
purchase vehicles at discounted rates 
through tax breaks, was instigated by the 
government after the fl oods to breathe 
new life into the automotive sector.

However, the scheme has reportedly 
led to more than 100,000 people defaulting 
on their payments or cancelling orders 
and left a hole in government fi nances of 
around $2.8bn.

Other government incentives have also 
proved problematic.

Rice farm subsidies were introduced to 
support rice farmers by guaranteeing them 
a minimum price for their crop. 

But the measure has led to a glut of rice, 
and resentment from other farmers. While 
StrategicRISK was in Thailand, there were 
protests from rubber farmers angry that 
they were not getting similar help after the 
price of the commodity dropped sharply 
this year.

There are fears this could lead to more 
widespread trouble and the type of unrest 
that can unseat political leaders.

“If commodity prices get weaker over 
the next few years, as I predict they will, 
then the problem is going to get worse,” 
says Hana Microelectronics chief fi nancial 
offi  cer Terry Weir.

“The rice support scheme means the 
gap will get bigger and the government will 
be forced to reduce that support.

“If commodity prices such as rubber, 
rice, palm oil and sugar all go down 
together and support is not provided 
evenly, there will be a double-standard 
argument and that could cause huge 
political problems.”

And worse could follow, as 
Wongvisesnopakun adds: “This is Thailand 
– anything is possible. It could be a catalyst 
for something bigger and we are quite 
worried about that.” SR

‘Away from the danger 
of fl ooding, a storm is 
also brewing over the 
economy of Thailand’ THE RIGHT TOOLS IN THE RISK TOOLKIT

MERVYN REA 
Senior risk engineer and head of 
RE customer management, APAC
Zurich Financial Services Australia 
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THE BIG RISK

E 
very major global corporation 
knows the drill: if it is good 
news, it stays local. But if it is 
bad news, it will go international 

faster than lightning – with the potential to 
fl ummox even the sturdiest of brands. In 
the age of instantaneous, uneditable social 
media, this emerging risk has never been more 
pronounced, meaning risk managers are now 
facing a threat that has the potential to ruin an 
entire brand with a single image or word. 

On 8 September, a Thai Airways fl ight 
suff ered a relatively minor incident when it 
skidded off  a Bangkok runway. While 
there were no injuries, the company’s 
offi  cials, on the apparent advice of German 
Star Alliance partner Lufthansa, rushed to 
paint over the logo on the damaged plane in 
a move they called a “crisis communication 
rule”. But rather than shelter the brand 
from damage, the cover-up move was 
ridiculed across mainstream and social media 
causing immeasurable damage to the Thai 
Airways brand. 

But it is not just ‘as-they-happen’ incidents 
that can mar a brand’s reputation if not 
handled properly. An American-owned 
Dunkin’ Donuts franchise in Thailand was 
recently forced to pull planned advertising for 
its charcoal-coloured dougÙ ut, which depicted 
a woman in racially off ensive ‘blackface’ 
makeup. While Dunkin’ Donuts’ Thai bosses 
defended the advertising, its US parent 
company said it would pull the franchise into 
line with the brand’s key advertising strategies. 

Experts say these incidents are neither 
new nor isolated, however the damage that 
is now done via instant media is exponential 
without proper management. Founder of 
reputation risk consultants Chiron Garry 
Honey says the reason for incidents such as 
the Dunkin’ Donuts blackface crisis is a lack 
of co-ordination in small-to-mid-sized brands, 
rather than the major brands. “There’s a 
level of co-ordination that’s been missing 
there. It’s often the non-major, fast-moving 
consumer goods people who are caught out 

Not only is it crucial to plan how to manage incidents that threaten a business’s 
image, but also to know how to do so with sensitivity, as rushing in with the wrong 
strategy can do more harm than good

Putting out the fi re

by this. The big brands are generally quite 
good at co-ordinating their advertising 
across the board. The smaller brands have 
possibly never needed that level of control or 
co-ordination so they’re a lot more at risk.”

Red Sea Housing chief risk offi  cer and 
former advertising executive Domenic 
Antonucci says rogue advertising incidents 
remain relatively minor issues, as long as the 
issue is local rather than emanating from the 
centre of the brand. “There are generally three 
root causes: feral creative agencies, naïve 
local culture and lack of marketing control 
from the centre. One reason why [an incident 
like Dunkin’ Donuts] is fairly limited is that 
the threat is going in the wrong direction. 
By that I mean if it was the global brand 
doing something wrong with the negative 
consequences then spreading outwards, that’s 
a bigger problem.”

Resolving a reputational crisis is best 
tackled head on, according to Honey. 
“Once damage has been done, the fi rst thing 
businesses should say is: ‘We got it wrong.’ 
One of the best things in any reputation repair 
job is admission of guilt and contrition. If 
you go into denial, you make it worse.” But 
Antonucci suggests businesses adopt a vastly 
diff erent approach to quell the damage. “Even 
if you did authorise the ad, you tell the world 
that you didn’t. Those agencies will cop it 
because they’re not going to challenge anyone 
with big pockets or a big brand. You can put 
those sorts of fi res out pretty quickly.”

In tune with local market 
For major global brands operating in a variety 
of markets, maintaining a degree of cultural 
sensitivity is vital to ensuring the success of 
the brand. Using advertising that is both 
appealing and sensitive to a local market 
can backfi re on companies when seen in a 
global context. Likewise, global advertising 
that is used in local markets without certain 
alterations can have dire consequences. 

While advertising not hitting the mark is 
not a new issue, it is the speed at which bad 

advertising – in fact any kind of bad news – 
can spread via social media that has made 
the risk more pronounced. JLT Thailand 
managing director and country manager 
Andrew Minnitt says that the slightest 
mistake by companies can put them under 
public scrutiny for all the wrong reasons. 
“The public are much more aware of their 
rights nowadays and what they want or 
demand from a provider. If that perception 
is let down, then there is little hesitation to 
lash out through social media and spread 
the word. Mitigating this risk is tough, 
but if companies have structured crisis-
management plans, they stand less chance of 
being dragged down by bad publicity.”

Lockton Wattana Insurance Brokers 
(Thailand) executive chairman Wattana 
Wongvisesnopakun, says that the ease and 
speed with which bad news can travel is a 
growing problem. “The spread of news and 
rumours through social media would be the 
most eff ective means to start the avalanche; 
the best cure would be prevention,” he says. 
“Business has to make sure it has a tight 
operation that would not allow any mistakes 
to happen in the fi rst place. A well-thought out 
and consistent corporate social responsibility 
strategy and activities have to be maintained 
to showcase the organisation’s good image to 
the public. A sensible crisis-management plan 
should be put in place to control and mitigate 
any adverse reputation issues.”

Global concern
Ensuring global brand interconnectedness 
means ensuring all stakeholders understand 
how reputations are made and damaged 
via social media. Honey says: “I’ve worked 
with major clients who still think reputation 
management is by country. But nowadays 
anything that gets published is global straight 
away. If it is silly, it will be seen, somebody will 
pick it up and broadcast it on Facebook or 
Twitter and then it is global.”

Preparing for an unquantifi able risk is a 
diffi  cult but not impossible for risk managers. 
Willis Global Solutions chief executive Phil 
Ellis says: “There are ways to prepare to 
cushion the impact of these events. The thing 
is to be aware that these events happen to the 
best companies. All the big companies go 
through them so we shouldn’t treat them as 
black swans. The fact is that they’re going to 
happen, so be prepared.”

Ellis also says that having appropriate 
cushioning built into balance sheets through 
insurance or other fi nancial off erings means 
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Supply chain risks can be viewed from several angles. 
You may be a supplier responsible for a critical 
component of another company’s fi nal product, 
or you could be the fi nal producer relying on third 
parties for components. Either way, understanding 
your supply chain and how you fi t into others is 
becoming increasingly important for risk managers.

Most companies are seeking to reduce costs and 
improve working capital management, while at the 
same time they are more reliant on their suppliers. 
This reliance is likely to involve a combination 
of global sourcing, single sourcing, partnership 
approach and just-in-time operations. 

Paradoxically, the actions taken to drive 
down costs are likely to drive risk into the supply 
chain. In Asia – including companies operating in 
Thailand – these decisions are being taken against 
a background of increased market shortages and 
complexities within supply chains.

The impact supply-chain disruptions can have on 
company performance can be great. PwC’s analysis of 
600 US companies from 1998 to 2007, for example, 
found that companies that had suff ered a supply-
chain disruption suff ered a signifi cant fall in their 
share price compared with a benchmark group. A 
Business Continuity Institute survey conducted in 
October 2012 indicated that about 73% of companies 
had had a supply-chain disruption over the previous 
12 months. Many had experienced multiple 
disruptions over the same period.

Supply chains aff ect every part of a business. As 
people are one of the fundamental aspects to the 
operation of any supply chain, it is critical that an 
appropriate risk culture is put in place. You also need 
to consider the physical, fi nancial and information 
fl ows associated with the associated supply chain. 

With the increased globalisation of the world’s 
economy and ever-growing reliance on suppliers, it 
is highly likely that every business will experience a 
supply-chain interruption at some time.

There are several steps that companies can take 
to improve their supply chain understanding and 
resilience. These include:
1 understanding your profi t exposure to critical 
suppliers;
2 mapping out key supply chains to start to 
understand key interdependencies;
3 ensuring you have in place appropriate due 
diligence and business continuity plans; and
4 having appropriate supplier management in place.

Zurich has tools and techniques that can help you 
in this improvement of your supply chain resilience.

NICK WILDGOOSE
Global supply chain 
product leader, Zurich 
Insurance Group

THOUGHT 
LEADERSHIP

STAYING CONNECTED

companies won’t suff er as much as a result 
of a reputational crisis. “In general, it takes 
more than two years for the share price of listed 
companies to recover from these events, so be 
aware that the risk is real.” Ellis adds small-to-
medium-sized fi rms are at a greater risk owing 
to a potential lack of fi nancial cushioning. 

Not a so�  issue
Reputational risk is seen by some risk 
managers as a ‘soft risk’ or one that is not 
as high a priority as other brand risks such 
as supply chain issues or product recalls. 
Antonucci says the issue of rogue advertising 
simply doesn’t rate for many. “Strategically 
there are other more important risks to brands 
like obsolescence, compliance breaches where 
you get in trouble with regulators and also the 
prime rate crisis with product recalls, massive 
withdrawals and safety alerts. Those are the 
things that keep risk managers awake at night, 
not an agency in Singapore or Brazil going 
feral. Yes, it might happen, but you just sack 
them and move on. You put the fi re out.”

Patterson concurs with Antonucci but says 
looking at reputational risk as a soft risk and 
one to be put to the bottom of the list is short-
sighted, leaving risk managers and businesses 
vulnerable. “Yes, damage to reputation is 
an impact rather than an outcome. But it 
is damage to the brand that is the outcome 
and this is something measurable in fi nancial 
terms. If you outsource to a sub-party [for 
advertising] it is the unknown damage to your 
brand that is the issue. Ultimately, anything 
that impacts on your reputation is a risk to 
your sales and your business.”

Executive vice-president of Aon 
(Thailand) Yoottana Kingkawkantong says 
that reputational risk can be associated with 
product recalls, supply-chain disruptions, 
ethics charges against business leaders and 
regulatory challenges. “Since reputational 
events often arrive with little or no warning, 
organisations are forced to respond in real 
time and economic losses are mounting.”  

Duncan Buchanan, chief executive of 
Marsh PB, a unit of Marsh in Thailand, says 
that the 2011 fl oods brought reputation risk 
to the fore in Thailand. “For various business 
sectors, the delivery of high-quality products 
and services needs to be carefully managed 
to ensure that Thailand continues to be the 
choice for investment,” he says. “How a 
business responds – and therefore protects 
its reputation – to a major disruption or 
event can often mean the diff erence between 
survival or failure of that business.” SR

 THE THREE Rs

Thai Airways International 
director of corporate 
insurance Kittiphan 
Sallakanonta talks 
reputation, recognition 
and rebranding.

“Reputation risk is the 
consequence of bad risk 
management. The reputation 
bears the brand and the brand 
bears everything. Once your 
business has been aff ected by 
loss or damage or legal 
liability arising from your 
product, insurance can relieve 
you to some degree and bring 
you back to the position that 
you were in before the loss or 
damage occurred. However, it’s 
just a physical change, not a 
mental one. Your reputation is 
intangible, and represented by 
the brand, which may be 
aff ected from the viewpoint of 
your clients. The trust in your 
brand may be diminished.

“Reputation risk was 
present in this country long 
before I was born. But no one 
treated it seriously. When 
things happened, business-
people and entrepreneurs kept 
their mouths shut, as did the 
media. Nowadays, keeping 
silent is extremely diffi  cult 
because of the advances in 
technology and social media. It 
just makes the situation worse. 
People become aware 
of the problem through social 
media and quit using your 
product. This is a serious issue
and it may reach the stage 
of having to rebrand.

“The only way to cope with 
a potential reputation risk 
situation is to implement risk 
management, as well as an 
emergency response to protect 
your brand at any cost. 
If you have no brand, there will 
be no recognition, and when 
there’s no recognition, there is 
no trust. Of course, when 
there’s no trust, no one will buy 
your product. Your business 
simply can’t exist without trust 
from customers.”
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A view of the risk landscape in Thailand – according to its risk professionals

RISK MANAGERS’ VIEWS

Kittiphan Sallakanonta, 
director of corporate insurance, 
Thai Airways International

Enterprise risk management (ERM) has become very 
popular in Thailand nowadays. The Thai government 
and stock exchange insist that state enterprises and 
public companies implement ERM in their organisations. 

Furthermore, the government also implements ‘internal control’ 
in state enterprises to ensure that ERM has been implemented 
eff ectively. ERM and internal control go together and work as a 
warning signal to such organisations to be aware and prevent the 
risk before it becomes a disaster. I cannot say that ERM is mature 
in Thailand now, but it will be in the near future, otherwise such 
organisations may not be recognised by and acceptable to investors 
or business partners.
 
“Risk management must be from the top down, not the bottom up. 
In Thailand, it mostly comes from the bottom. Thai people prefer 
to spend their life at risk. They cross the streets by not using the 
over-bridge, even though it is available. They breach traffi  c laws by 
driving against the traffi  c or in a direction that is not allowed. Thai 
people are not aware of the risk, and the rate of accidental death 
climbs every year. Safety and risk awareness are not in the blood 
and bones of Thai people. As such, Thai people do not give priority 
to, or appreciate the importance of, risk management. Education 
must improve this. Risk awareness must be implanted from day one 
in school, not at university or in a company. By then, it’s too late.

“Risk awareness must come from within. Without risk awareness 
how can we have risk management? In the view of most of people 
in this country, risk management is just like a magic word that can 
protect against ghosts or bad spirits, or it just like a tool that every 
company should have. You have it, I have it too. It’s just like having 
a gun or weapon, but not knowing how to use it. 
Discipline is another issue; the country lacks discipline. 
We have a proverb: “Do as you wish is real Thai”. Without 
discipline, how can risk management work?

Pharkpoom Sukhambhiranond, 
head of risk management, 
business protection unit, 
Total Access Communication (dtac)

Thailand is almost fully (if not fully) open to the global 
economy. About 70% of GDP comes from exports, and 
during global economy downturns, Thai exports are 
aff ected tremendously. Infl ation and foreign exchange risks 

are also very challenging. Any fl uctuations of infl ation in developed 
economies such as the US, European countries and China will 
undoubtedly aff ect Thai infl ation because we do a huge amount of 
trade with those countries. 

“Economic conditions aff ect corporate and consumer spending. 
With increasing household debt, people are more cautious about 
their spending. This will aff ect consumer products and also pressure 
revenue growth for most companies. The very small growth in 
exports will aff ect exporting companies and the people working for 
these companies, and this in turn will come to aff ect demand for 
consumer products. It could be a downward cycle.

“Thailand used to be almost free from natural catastrophes. Now, 
we see more natural catastrophes, the impacts are much greater 
and many are unpredictable. A natural catastrophe can wipe out a 
company in a matter of days. Companies need to be well prepared 
by having practical crisis management and business continuity 
management plans. They also must ensure their cost eff ectiveness 
because such plans are usually hugely expensive. Insurance is 
another risk-mitigation strategy.

“Thailand has a very low unemployment rate (less than 1%). In 
addition to this, the trend of employee loyalty is downward. Thai 
employees are more Westernised now, and they change the jobs 
more frequently than before. So there is pressure for companies 
to keep talented employees. Smaller companies may be at a 
disadvantage on this. Acquisition of talent is also a challenge. 
Many companies are willing to counter off ers to keep their 
talent, putting pressure on salary expenses.
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Terry Weir, 
chief fi nancial offi  cer, 
Hana Microelectronics

The risks for each company in 
Thailand vary depending on the 
nature of its business. Companies 
such as Hana Microelectronics 
are exporters of electronics 

manufacturing services and have to compete 
on a global basis. Therefore, over time, 
relative costs of production between 
Thailand and other countries that host our 
competitors is the key issue.

“While they are very infrequent, supply-
chain disruptions, such as that caused by the 
2011 fl oods in Thailand, can have a large 
impact on the business. Such an impact can 
be long lasting or permanent as competitors 
have an opportunity to take market share 
when we cannot supply to our customers. 
Occurrences of product recall are also 
infrequent, but they too can have a large 
impact. Because of the potential 
high impact if a product recall event does 
occur it is diffi  cult for companies and 
insurers to price the risk. This goes for 
contractual risk, too.

“For large corporates that are listed on the 
Stock Exchange of Thailand (SET), some 
form of ERM is positively encouraged 
through the SET corporate governance 
assessments. Risk-management programmes 
is one of the areas that is required 
to be self-assessed by each listed 
company. This raises risk awareness 
in a formal manner.

“Thai people prefer to spend their life at risk … I feel that safety and risk awareness are 
not in the blood and bones of Thai people.” 
Kittiphan Sallakanonta, director of corporate insurance at Thai Airways International

 RISK MANAGER POLL: 
 THE TOP RISKS FACING
 BUSINESSES  IN THAILAND

Pharkpoom 
Sukhambhiranond went 
for political uncertainty 
as his top risk, pointing out 
that regulatory change was 
related to this risk: “Frequently 
regulatory changes result from 
political uncertainty. Both are 
unpredictable and can have 
huge eff ects on a company’s 
revenue and bottom line. 
For example, this year 
automobile makers face fi erce 
competition owing to the low 
demand caused by last year’s 
fi rst-car stimulus package. 
Many companies have gone 
bankrupt because 
of the rise in the minimum 
wage. Firms must follow 
political uncertainty and 
regulatory change closely. 
They must be able to 
adjust fast, which requires 
good planning. Even key 
strategies may have to 

change immediately to cope 
with political uncertainty or 
regulatory change.”

Kittiphan Sallakanonta 
picked natural catastrophe 
as his number one risk, and 
indicated that he felt that 
possible shortages of food 
and drinking water were of 
immediate concern in Thailand.

Terry Weir chose foreign 
exchange risks as his top 
risk: “Movements of the THB/
US$ exchange rate has an 
immediate impact on the 
company’s competitiveness 
as our exports are priced 
in US$. Longer term, other 
regional currencies have a 
greater impact as the relative 
movements in competitors’ 
currencies have a material 
impact on their costs in 
US$ terms.”

Political uncertainty x 3

Natural catastrophe x 2

Supply chain disruption x 2

Contractual risk

Cyber threats and vulnerabilities

Economic conditions

Environmental risk

Foreign exchange risks

Globalisation

People – retention and 
acquisition of talent

Product recall

1
1

1

2

2

3

We polled three risk managers, 
asking each for their top fi ve risks

1

1

1

1

1
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The region’s brokers give their views on the general level of enterprise risk management 
(ERM) maturity in Thailand. We also ask them whether there are any specifi c issues relating to 
arranging insurance cover in the country, and if interest in captives is growing

BROKERS’ VIEWS

Duncan Buchanan, 
chief executive, 
Marsh PB, a unit of Marsh 
in Thailand

Major Thai conglomerates may 
have a more sophisticated strategic 
approach, but generally speaking 
the buying style of insurance seems 
to be highly price driven, with a 

limited long-term strategic ERM vision. 
ERM has to have the buy-in and 
commitment of the C-suite to be taken 
seriously in a business.

“The market is generally still off ering 
limited fl ood coverage, but this is 
dependent on location and the portfolio 
history. It is possible in some cases to get 
full coverage.

“Some of the larger 
conglomerates have their own 
captives, which run successfully, 
but generally there is a limited 
interest in captives.

Yoottana 
Kingkawkantong, 
executive vice-president, 
Aon (Thailand) 

ERM is mandatory for companies 
listed on the Thai stock exchange 
and in this regard the level of 
awareness in Thailand is quite high. 
However, several companies still 

treat ERM as a formality rather than a real 
benefi t to risk management.

“Our clients operate in an environment 
where natural catastrophes are always 
possible, and to a large extent these risks 
are insured by our clients. Coverage and 
capacity, within the insurance markets, are 
available at a reasonable price in 
comparison with 2012 and early 2013. 
Many of our clients are now protected, as 
we and insurers see natural catastrophes as 
an unfortunate yet foreseeable risk. The 
insurance market now has capacity to 
insure fl ood damage up to the full value in 
certain instances.

“I believe it is too early for most 
Thai conglomerates [to consider 
captives] as most of them 
already have their own insurance 
subsidiary arm.

Wattana 
Wongvisesnopakun, 
executive chairman, 
Lockton Wattana Insurance 
Brokers (Thailand) 

ERM is well understood and 
adopted as part of risk 
management by most leading 

businesses, especially public-listed 
companies. The 2011 fl ood has 
contributed greatly to awareness of 
ERM and its necessity.

“The markets, both local and international, 
have been hurt badly by the 2011 fl ood 
losses. That has resulted in reduction of 
fl ood/nat cat capacity ever since. And 
whatever capacity remains comes with a 
price. More information is needed relating 
to exposure review, and prevention 
measures are required before cover can be 
considered. That translates into more 
work and more cost for both the business 
and the insurance brokers. Certain areas 
with fl ood history are still on ‘excluded’ 
list, though.

“There is always an interest in captives. 
However, to take that interest further into 
the feasibility and implementation stages 
will be a challenge. There have been a 
couple of captives set up by local 
corporations already. For the rest 
it will take more time before 
captives are given serious 
consideration in Thailand.
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“The market is generally still off ering limited fl ood coverage, but this is dependent on 
location and the portfolio history. It is possible in some cases to get full coverage.” 
Duncan Buchanan, chief executive of Marsh

V Harikes, managing 
director, Howden Broking 
Group’s retail 
businesses, Asia

Except for the multinational and 
large corporate business 
organisations, the ERM initiatives 
have not reached the desired level. 

The small and medium-sized enterprises 
are relying on insurance as a ready form of 
risk management. These insurers are able 
to provide the relevant covers and 
value-added services like risk survey and 
loss prevention recommendations that 
meet their customers’ insurance needs.

“The fl oods in 2011 aff ected 21,000sqkm 
of farmland leading to estimated economic 
losses of $50m. Prior to these fl oods, 
Thailand was considered a natural 
catastrophe-free area, with the Thai market 
able to provide full nat cat coverage on 
most risks, providing the client competitive 
rates and low deductibles. The fl oods 
brought about vast changes in the Thai 
markets treaties … with rates increasing 
300–500% even for those that had not 
suff ered a loss.

“With 2012 being a benign year for 
natural catastrophe Thailand-wide, we have 
started to see insurance prices fall and 
sub-limits increase, although 
nowhere near to the coverage seen 
prior to the 2011 fl oods.

Paiboon Kitichotekul, 
director and general 
manager, Multi-Risk 
Consultants (Thailand) 

We can see a shift of ERM from a 
transactional to a strategic 
approach to risk management, 
although this is still in an early 

stage. Risk management has become a hot 
issue in the boardroom or at top 
management level.

“It has been almost two years since the 
fl ooding crisis in Thailand in late 2011. 
Back in 2012, it was very diffi  cult and 
expensive to obtain nat cat (fl ood, 
windstorm, earthquake, hail) cover. 
However, we have seen premium rates fall 
since early 2013. At present, the problem is 
now limited to fl ood cover at the six 
industrial estates aff ected by the 2011 
fl oods. In any case, it has become the norm 
for fl ood cover to be subject to a sub-limit 
that may not cover the fl ood exposures. 
High fl ood insurance premiums is also a 
major issue.

“Siam Cement Group has already 
set up a captive in Singapore. 
Other major companies with 
fi nancial capability and business 
interests outside Thailand may 
follow suit.

Andrew Minnitt, 
managing director 
and country manager,  
JLT Thailand

ERM is not practised in Thailand as 
‘consciously’ as it is in other 
countries. There is risk 
management by way of policies and 

procedures, but if one is looking for a 
detailed ERM document then that would 
be tough to fi nd. We do not see a shift from 
transactional insurance purchasing to 
strategic risk management-infl uenced 
buying, as there is a lot of competitive 
capacity out there and so advanced risk 
management does not make much 
diff erence to the average programme. For 
the super tecÙ ical and high-risk classes of 
business, it could possibly make a 
diff erence, but not for the vast majority of 
buyers and business types transacting 
insurance daily.

“Cover is available for most risks, at the 
appropriate price, terms and conditions. 
What can be improved is the product range 
available to the consumer. It takes a long 
time to get new wordings and products 
approved and this limits what can be done 
to at least some extent.

“Regarding captives, the premiums are still 
too competitive and therefore risk 
management resulting in 
meaningful self-insured retentions 
is not incentivised enough for it to 
be encouraged and the process 
bought into.”
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With claims against company directors and offi cers increasing around the 

world, it’s vital to ensure you have the right insurance in place. With our 

global network, we’re uniquely positioned to provide consistent, compliant 

cover wherever you do business. To fi nd out how our experience and expertise 

can deliver the help you and your business need when it matters most, visit

www.zurichcorporateforum.com

Global Directors & Offi cers coverage.

“  We have to make 
big decisions every 
day. Knowing that 
Zurich is protecting 
us means we 
can make them 
with confi dence.”

This document shall be considered for information purposes only. It refers to a coverage which may be made available through subsidiaries within the 
Zurich Insurance Group, including: in Australia – Zurich Australian Insurance Limited ABN 13 000 296 640, in Hong Kong – Zurich Insurance Company Ltd, 
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