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The Corporate Reporting Lab 
The Third Meeting of the Planning Committee 

Summary Minutes 
 

Date and Time: Tuesday, November 6, 2012, 16:00-18:30 

Place:  Main Conference Room, Business Policy Forum, Japan 

 

1. Perception gaps between companies and investors 

<Report> “Why is sustainability an issue now, and why is value creation vital—to urge crisis of 

accessibility to capital and action points to lead lower cost of capital” (Mr. Sampei) 

 

1. Definition of “Value Creation” 

・ “Corporate Value” in Japanese is very ambiguous, and its definition differs between different 
parties 

・ “Value Creation” means earning power (ROIC), or economic value (economic value added). 
2. Perception Gap of Stakeholders 

・ Among the 6 Capitals defined by IIRC, in Japan, Social capital-related stakeholders such as 
customers, employees, and suppliers tend to be regarded as of importance, while financial-capital-

related stakeholders such as shareholders tend to be regarded more lightly. 

・ As shareholders already rank last in terms of the income statement and the balance sheet, unless 
they emphasize the value to be left for shareholders, the value will be minimal, and market 

functions, such as allocation of capital and reinvestment activity will be damaged. 

3. Perception Gap of Short-termism vs. Long Term 

・ It is not well understood that slower growth and relative disregard of shareholders hamper long-
term investment, and invite Short-termism. Moreover, lower risk tolerance for long-term investment 

makes the conditions for capital-intensive business unfavorable, putting sustainability at risk. 

・ Long-term investment can be made if there is a possibility of long-term value creation; but if not, 
improvements in disclosure and communication alone will not be enough to solve the problem. 

・ Moreover, the concept of time horizon differs considerably between corporate management and 
investors. In general, the time horizon for the former is longer than the latter. 

4. Degree of distance between Companies vs. Investors x Domestic vs. Foreign  

・ In Japan, “Value Creation” is not a common word, especially between companies and investors. 

・ Japanese “stakeholder management” is for the benefit of stakeholders. Overseas, the “stakeholder 
management” is to reap the benefit of “Value Creation.” 

5. Conclusions and Key Action Points (proposal) 

・ As risk capital is limited and under severe competition, securing accessibility to capital is essential. 

・ Companies and investors speaking a common language and being on the same page can lower 
risk premiums and the cost of capital. 

・ We should enhance economic value by the synergistic effect of improvement of earning power and 
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lowered capital costs, and thus secure competitiveness as well as increase resources. 

・ As a result, sustaining corporate philosophy and maintaining a relationship with stakeholders 
becomes possible, which in turn will ensure the identity and sustainability of companies. 

 

<Main opinions> 

・ The lab should create a tool for communications between companies and investors. In general, 
Japanese companies are inward-looking. As CEOs are also mostly promoted from within the 

company, smooth dialogues between CEOs and investors have been arranged by checking the 

attributes and personal characters of investors. If dialogues are repeated, CEOs will hopefully 

notice the intention of investors. (Mr. Ando) 

・ Fewer Japanese companies incur losses compared to their peers overseas. In Japan, 
management tends to think of it as their responsibility not to hurt stakeholders by avoiding losses, 

while half of the companies in Europe and the U.S. incur losses. On the other hand, how should 

we regard such criticism of the short-term focus of institutional investors, which have been 

expressed especially by those in Europe and the U.S.? (Mr. Kagaya) 

・ We should be looking at the reasons behind making losses and short-termism carefully and 
separately. As the various KPI’s standard deviation shows, e.g. fierce competition to achieve 

higher ROE in the U.S. causes high ROE by winner and at the same time negative ROE by losers. 

Hence, standard deviation is high. The same is seen in Europe and Asia. While the standard 

deviation of ROE in Japan is far too low. It is inevitable to presume that Japanese companies 

have not challenged to differentiate themselves from others to achieve superior results. (Mr. 

Sampei). 

・ Criticism in Europe and the U.S. of the short-term focus of investors is a swing-back from the past 
practices of some companies in Europe and the U.S. to go with investors and pursue short-term 

results by such measures as M&A. As there have been no such past practices in Japan, it would 

be inappropriate to use the overseas arguments when explaining to Japanese companies the 

significance of communications with investors. (Mr. Toya) 

・ As for the short-termism, it is worth noting that time preference between company management 
and investors, or time discount rate in the behavioral finance term is essentially very different. 

Generally, investors are less patient, or apply higher time discount rate, whereas management are 

more patient, or apply lower time discount rate. Even if management run the business with 

confidence for good reasons, we investors cannot have the same information and we should apply 

discount for time to wait for the results. We need more explanation from the top management to 

gain our conviction. (Mr. Sampei) 

・ Regarding the disclosure of non-financial information, it is important that companies explain to 
investors their management strategy, such as how they will continue improving the level of ROE 

and ROIC, as well as how they will use 6 Capital. (Mr. Toya) 
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2. Progress in the Task Forces (Mr. Eguchi, & Mr. Yanagi) 

<Report> Mr. Eguchi reported the progress and the future schedule of the Task Force on Corporate 

Awareness of Corporate Governance, and Mr. Yanagi reported those of the Task Force on 

IR/Corporate Value 

 

Task Force on Corporate Awareness of Corporate Governance 

・ The purpose is to give feedback to companies on corporate governance from the viewpoint of 
investors. A questionnaire from the viewpoint of investors will be made, and a meeting to discuss 

them will be set up. Your participation will be strongly encouraged. (Mr. Eguchi) 

・ In the first year of the Task Force, we plan to make a list of good practices in an interview format. 
(Mr. Kagaya) 

 

Task Force on IR/Corporate Value 

・ As for the output, we should make public not only the result of the survey but also examples of 
interviewed companies. A list of case studies of the companies participating in the Planning 

Committee will also be useful. I will explain the case of our company if I am given the time for 

presentation. (Mr. Yanagi) 

 

Discussion: Questionnaire of survey on IR/communication strategy 

・ The survey should focus on inquiring efforts of the companies to improve corporate value and daily 
IR activities, etc., and on identifying perception gaps between investors and companies. From that 

point of view, it would be useful to have questions that companies regard important but investors 

do not ask, and conversely, those that companies do not regard to be important, but that investors 

do ask. (Ms. Fujimori) 

・ I would like to have in the questionnaire how the contents of exchanges of views between the IR 
section and investors are conveyed to management, as well as whether the contents of exchanges 

of views between the top management and investors at the time of IR activities are fed back within 

the company and utilized in management. (Mr. Toya) 

・ Even within a company, there are gaps in thinking towards IR. I would like to show the gaps clearly 
by conducting the survey on CEOs and IR staff simultaneously. (Mr. Ando) 

・ We need to coordinate with the Task Force on Corporate Governance, as the survey slip contains 
a questionnaire regarding corporate governance. (Mr. Eguchi) 

・ We plan to send out the survey by the end of November and produce the output by the end of the 
March 2013. (Mr. Kagaya) 
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3. Report on the meetings on the UK Financial Reporting Lab and the Integrated Reporting (Mr. 

Fukumoto, METI) 

METI had chances to discuss with one of the founder of the UK Financial Reporting Lab, some foreign 

investors interested in the corporate governance in Japan, as well as the key players of the IIRC, 

including ICGN, GRI and CDP.  They showed strong interest in our Corporate Reporting Lab and 

asked us to discuss their papers such as the consultation papers issued by the IIRC and GRI. We 

explained to them that materials and summaries of the Lab meetings would be made available in 

English so that overseas investors and organizations can follow our discussions and make comment if 

they like. They all appreciated it.  

・ Disclosure in English is a very good idea. From my experiences elsewhere, it is important to make 
our discussions public, even if we have not reached agreement or consensus. (Mr. Sampei)  

 

 

4. Discussion: New Proposals for the Corporate Reporting Lab 

・ I felt that at the IIRC the other day IIRC members misunderstood that Japan was highly in favor of 
the Integrated Reporting. The problem of the Japanese market is that it does not meet the 

minimum expectation of shareholders, and there are differences in stances between Japanese 

companies with long-term management and their overseas counterparts. We therefore need to be 

careful not to be misinterpreted especially when we disseminate information overseas. (Mr. 

Matsuzaki) 

・ IIRC explained that, “opinions will not be reflected in the framework without participation in the pilot 
project.” Nearly 50 Japanese companies have already done the integrated reporting, however, and 

the IIRC should explain how it conducts evaluations. Moreover, we need to be aware of 

disadvantages in integrated reporting. (Mr. Ando) 

・ We should make the survey clearly show the cost–benefit analysis to management. We should be 
able to answer questions from companies such as: “We do not know what to do.”; or, “How should 

we apply it retroactively in order to achieve results?” (Mr. Kagaya) 

・ We should collect the best practices from the survey by all means. We should start from how to 
explain the frequently asked questions of investors such as on compliance, retreat, and payout. 

(Mr. Matsuzaki) 

・ As for the direction of our work, (1) to share with companies through interviews the points deemed 
important by investors and let companies realize the perception gaps; (2) after having done 

enough with (1), to prepare a typical questionnaire; and (3) to eventually make some ranking. At all 

events, how should we overcome the issue that companies do not have incentives, as investors do 

not always invest in companies ranked high in corporate governance? (Mr. Eguchi) 

・ It is no doubt that IR person doesn’t want to arrange meeting for analyst to meet their CEO, unless 
analyst asks insightful questions. We acknowledge that it is investors’ responsibility to improve 

quality of questions. In order to pursue better quality, we would like to hear the feedback from 

company how they find the dialog fruitful, what sort of discussion management would find 
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meaningful, and what they would like to help investors understand the company better. I would like 

to request the feedback presentation from the company side in the next Planning Committee. (Mr. 

Sampei) 

・ As there are some differences in each investor’s attitude towards the corporate disclosure, I 
propose that the Lab should find out the issues for the investor side by sorting them out, analyzing 

their factors, etc. (Mr. Miyako) 

・ In the coming days, the Tokyo Stock Exchange (TSE) plans to: (1) announce in December the 
Corporate Value Improvement Award Winner (2), distribute the “Handbook for Independent 

Directors/Auditors,” and (3) implement an executive training program in cooperation with 

KEIDANREN (Japan Business Federation). As for the introduction of examples of best practices, 

TSE has nominated 5 companies for the Corporate Value Improvement Award, and we are willing 

to cooperate by giving feedback on the award results, and the like. (Mr. Matsuzaki) 

・ Today, there are several proposals from the members: (1) explanation of the gaps between what 
companies are frequently asked by investors and what the former want the latter to ask; (2) report 

of the results of the TSE Corporate Value Improvement Award (and requests for the nominated 

companies to give their experiences); (3) dissemination of examples that are thought to be the 

best practices by companies; and (4) what kind of survey is requested for further discussion. (IR 

Japan would help gathering informations) In addition to the above, if there is a new proposal, 

please contact the Secretariat. (Mr. Fukumoto) 
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