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Introduction 

 

Against the backdrop of prolonged sluggish performance of the domestic stock market, there is a rising interest 

among investors about the ability of their investee companies to deliver value.  Unless these companies deliver 

value on a sustained basis, investors will not be able to invest in them from a long-term perspective.   So the 

important question is: What kind of managerial practices and institutional arrangements will uphold companies’ 

ability to maintain and strengthen their competitive edge in the market place, and hence deliver value on a sustained 

basis?   This survey aims to uncover good corporate governance practices that uphold delivery of value.  Its goal is 

to promote a mutual understanding between the company’s managers and investors, thus fostering trust between the 

two parties. 

 

The survey has three distinct features.  First, it is designed from the standpoint of long-term investors.  Because its 

focus is on the sustained delivery of value, when it comes to corporate policies relating to stock prices, the survey 

would inquire about the policies to enhance shareholder value in the long run, rather than the measures to raise 

stock prices in the short run.  Second, the survey is not premised on conventional notions of corporate governance.  

What investors want is not a certain accepted form of corporate governance, but a set of practices and arrangements 

that help build investors’ confidence in the company’s managers.  Thus, it will come as no surprise to us if such set 

differs from one company to another depending on various factors including the firm’s business characteristics and 

its competitive environment.  Third, by going over the survey, it is hoped that the company’s managers could 

deepen their understanding of investors’ interests and concerns. 

 

Compared with other similar questionnaires, respondents may find that this survey contains fewer questions 

concerning the prevention of wrongdoings or other compliance issues.  This paucity does not, however, mean that 

we take wrongdoings lightly.   It merely reflects the focus of the survey, which is the on practices and arrangements 

that ensure delivery of value on a sustained basis. 

 

The objective of this survey is to foster trust between the company’s managers and investors.  We will not reveal 

the name of the company without a permission of the company or the respondent.  We greatly appreciate your 

cooperation.  
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Three Themes 

 

This survey asks questions about your company’s corporate governance practices along three themes.  The first 

theme is disciplined management.  The value that companies deliver may come from various sources, such as 

technological prowess, product development capabilities and market positioning.  These potential sources of value 

will remain barren if the company’s management lacks discipline.   Mechanisms that bring about discipline in 

management are the most fundamental element of corporate governance.  The second theme is the system of 

control that underpins disciplined management.  This includes the arrangements that govern incentives for 

management, such as executive compensations.  In this survey, we call the system of control thus broadly defined 

as the management system   The third theme is the sincere posture toward shareholders’ interest.  In listed 

corporations, facing shareholders squarely is a key element of good corporate governance.  If the company’s 

managers exhibit such trustworthy attitude, investors can invest in the company with confidence. 

 

Along each theme, several broad questions will be asked.  There is no fixed format for answering these questions.  

A set of more specific questions are listed to help respondents frame their answer to each broad question.  These 

may include items that may not be relevant to your company’s corporate governance practices.  Nor are they meant 

to be comprehensive as the breakdown of the broad question.  Please use them selectively as clues in drafting your 

answer.. 
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Questions Start 

 

1. Disciplined Management 

What constitutes disciplined management?  Please convey your thoughts in relation to each of the two 

phases of corporate management, i.e., planning and review. 

 

(1.1) First, please discuss managerial discipline in the planning phase.  Setting appropriate management goals 

and exhibiting commitment to their accomplishment is the important element of managerial discipline.  

Equally, and perhaps even more, important would be the management ideal.  What are the objectives that 

drive the company’s management, and how such objectives and the strategies to pursue them are shared 

within the firm?  Please convey your thoughts as the leader of the company.  The following more specific 

questions might help you frame your answer. 

 What are the objectives that the managers intend to pursue?  What is your managerial mission? 

 What is the long-term projected image of  the company five to ten years from now? 

 In what ways are the measures used in the formulation of medium-term corporate plans (on a 

consolidated basis) linked to the strategies to pursue the objectives? 

 In what ways are considerations for capital efficiency reflected in the corporate plans?  How would 

the cost of procuring capital as well as the cost of cash hoarding be accounted for in the plans? 

 How are the goals set by managers shared within the firm and internal commitments ensured?  How 

is the managerial commitment to the goals conveyed to outside investors? 

 

(1.2) Next, please discuss managerial discipline in the review phase.  Properly assessing the execution of plans 

and making revisions or deciding on abortion at the right timing is the important element of disciplined 

management. However, if discipline is excessive and constraints are too tight, management will become 

rigid and lose its dynamic strength.  How does the managerial discipline of properly determining success 

and failure and embracing challenge by taking risk come about?  Please explain your views and policies.  

Again the following more specific questions might help you frame your answer. 

 How do you ensure the managerial stance and process that correctly catch signs of erosion in the 

firm’s competitiveness and profitability and implement proper remedial measures? 

 What defines a success?  What process takes this evaluation to the next move of management? 

 Has a CFO or equivalent been assigned to monitor management from a financial point of view? 

 How do you ensure the managerial stance and process that will make the accountability clear when 

financial performance deteriorates or a significant management problem surfaces? 

 What is your view on the indemnity that may be granted to inside members of the board of directors 

and the audit & supervisory board? 

                                                            
 The audit & supervisory committee members were previously referred to as corporate auditors or statutory 
auditors. 
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2. Management System 

Disciplined management requires a robust organizational control system that supports its implementation.  

The optimal design for the control system can be different from one company to another depending on 

various factors including the firm’s business characteristics and competitive environment.  Please discuss 

the optimal design for your company   Relating to this, companies in Japan are granted an option of 

choosing between two types of control regime: the (one-tier) regime with board committees and the (two-

tier) regime with the audit & supervisory board.  Please discuss how your choice of the control regime is 

connected with your idea about the control system.  

 

(2.1) From the standpoint of investors, the distinction between management and execution, and monitoring 

and execution, is important in understanding the system of control in the company.  Please use these 

distinctions to convey your thoughts regarding the organizational control system that supports disciplined 

management.  The following more specific questions might help you frame your answer. 

 What would be the best way to separate management from execution, and supervision from 

execution, given the characteristics of the firm’s business?  What are the things one has to be careful 

about so that the separation will not become a mere formality? 

 Please convey your thoughts regarding the function of the board of directors.  Convey your thoughts 

in terms of management vs. execution, and supervision vs. execution.  How is your choice of the 

control regime, i.e., the board committees or the audit & supervisory board, related to your thoughts 

regarding the function of the board of directors? 

 Given the thoughts regarding the function of the board of directors, what is your view on the 

differences in the role of inside and outside board members?  What are the requirements for outside 

directors, and what kinds of qualifications do you expect them to have? 

 

(2.2) This question is for companies that have chosen the (two-tier) regime with the audit & supervisory board.  

Please convey your thoughts concerning the role of the audit & supervisory board members and also the 

role of outside board members.  The following more specific questions might help you frame your answer. 

 What is your view on the differences in the role of the audit & supervisory board members and the 

board of directors members? 

o Based on that view, what do you think are the requirements for outside audit & supervisory 

board members, and what qualifications do you expect for them to have? 

 If your company has not appointed any outside directors, what is the reason?  How is the decision not 

to appoint any outside directors related to your thoughts regarding the function of the board of 

directors? 

 Would you consider adopting the (newly proposed one-tier) regime with the audit & supervisory 

committee?  If yes (no), what are the reasons  why you think that the new (the current) regime would 

better contribute to your company’s corporate governance? 
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(2.3) Please discuss the appointment and the education/training of the board of director and the audit & 

supervisory board members, and the incentives for the members of the company’s senior management.  

Please convey your thoughts and explain your policies.  The following more specific questions might help 

you frame your answer. 

 What processes do you follow to elect the board of director and the audit & supervisory board 

members (including both inside and outside members)? 

 What is the process of appointing senior executives?  For example, what was the process of 

appointing the incumbent president? 

 What kinds of education and training are provided to the board of directors and the audit & 

supervisory board members to raise the level of their awareness and understanding as persons in 

charge of managing the company 

 What do you think motivate the members of the company’s senior management (including the board 

of directors and the audit & supervisory board members) to deliver their best performance? 

 What do you think are the appropriate forms of remuneration for the members of the company’s 

senior management (including the board of directors and the audit & supervisory board members)?  

Why do you think so? 

 What kinds of mechanisms and procedures are in place to eliminate conflicts of interest in the 

determination of remuneration for the members of the company’s senior management? 
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3. Sincere Posture toward Shareholders’ Interest 

Shareholders’ support is crucial to stabilize managers’ control.   Except for the shareholders that have 

special relationships with the company, general shareholders will not support the company’s managers 

unless they expect an appropriate return on their investment.   Therefore, addressing shareholder’s interest 

is a key task for the managers.  Please convey your thoughts and explain the measures being taken.  

Specifically, please answer the following questions. 

 

(3.1) What is your view on the relationship between the company and its stakeholders?  What are your 

thoughts regarding the order of priority given to the stakeholders’ interests?  Please provide an overview.  

 

(3.2) What is your view on the role of stock prices as a disciplinary factor for management?  And what 

policies are adopted based on that view? 

 

(3.3) What is the policy for information disclosure in the event of incidents that damage the investors’ trust in 

the company?  For example, how do you think the trust of investors could be won back when a 

wrongdoing occurred inside the company? 

 

(3.4) Please explain your activities for dialogue with shareholders?  The following more specific questions 

might help you frame your answer. 

 How do you gauge the “views of the markets,” and reflect those in the company’s management? 

 How do you cope with proxy voting by institutional investors?  Specifically, how are the investors’ 

opinions incorporated into agenda items for the upcoming shareholder meeting?  How will the voting 

results be reflected in the next shareholder meeting? 

 Are the company’s shareholder relation activities linked with those for investor relations?  Please 

discuss specific examples? 

 Do you see any obstacles in direct communication between shareholders and outside members of the 

board of directors and/or the audit & supervisory board?  If so, what are they? 

 

(3.5) Please answer the following questions if the ownership of your company is concentrated and a dominant 

shareholder exists.  “Dominant shareholder” refers to a stockowner controlling together with related parties 

one third or more of the total voting rights. 

 What kinds of measures do you think should be taken to safeguard minority shareholders’ interest?  

Please provide examples of actual measures  taken. 

 What are the plans for the founder’s shares? 

(3.6) Please answer the following questions if the company holds shares of other companies or financial 

institutions. 

 What benefits are expected to come out of these relationships?  Please provide specific examples. 

 What are the criteria used to decide the start, the continuation and the abortion of such relationships? 
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4. As the nature of corporate governance of Japanese companies is questioned, it is desirable that the company’s 

managers change their defensive postures such as the practice of cross-shareholdings and instead forge healthy 

relationships with shareholders. To this end, it has become more important than ever for the company’s 

managers and shareholders to communicate in a constructive manner. This brings us to our final question. What 

kinds of issues are you aware of that need to be solved to further promote the dialogue between the two parties? 

In addition, what do you expect of the investors in such dialogue?  We would very much appreciate your 

sharing your views with us. 


