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Fruitful Engagement between Corporate Management and Long-term Investors 
 
Introduction  
 
Building and maintaining the nation’s wealth is a critical issue as Japan faces a rapidly aging and declining 
population. In tackling this issue, Japan must more effectively utilize value-creating capital, that is, generate 
new value by combining its human, intellectual, and financial capital more effectively. The task rests with 
companies. Enhancing the competitiveness and profitability of individual Japanese companies (earnings 
power) is one of the conditions required for Japan as a whole to increase the capacity for value creation. The 
role of investors, meanwhile, is to provide funding for companies undertaking this task. Capital that is invested 
in companies generates returns that are further reinvested to create even more value. Investors thus play a 
critical role in the investment chain that produces this virtuous cycle. Accordingly, we would like to have frank 
and open discussions with the company’s management concerning the challenges the company faces, based 
on our deepened understanding of the company’s initiatives that are aimed at creating long-term corporate 
value. The questionnaire below was designed to promote dialogue between the company’s management and 
investors.   
 
The questionnaire has three distinct features. Firstly, it is designed from the standpoint of long-term investors 
that view the company’s prosperity as the source of returns. Secondly, it seeks common understandings 
between the company’s management and investors, who are both indispensable parts of the investment chain 
that builds national wealth. Thirdly, by going over the survey, it is hoped that the company’s managers could 
deepen their understanding of investors’ interests and concerns..  
 
The questionnaire is developed along three broad themes, i.e., “long-term strategies and sustainable value 
creation,” “management discipline,” and “relationships with investors.” Major topics include corporate 
philosophy and long-term visions for sustainable growth, corporate strategies taken to reach those goals, 
efficient capital utilization, mechanisms that bring about discipline in management, and ways to earn the trust 
of investors. We ask several questions regarding each theme, and these are presented below in the form of 
subtopics. 
 
 

1. Long-term strategies and sustainable value creation 
 
Given your role as senior manager, please explain how you envisage your company’s ideal future, and the 
paths and strategies taken reach that goal, from the perspective of promoting the creation of mid/long-term 
corporate value and sustainable growth. Please explain your thoughts regarding your company’s corporate 
philosophy, visions, and specific strategies to reach targets, as well as measures to have access to the capital 
required for growth.  
 

(1.1) How do you envisage your company’s ideal future? Please elaborate on your company’s 
corporate philosophy, visions, and reference timeframe for management. The following more specific 
questions might help you frame your answer: 

  
    What do you wish your company to be like ten years from now? 
    What are your company’s corporate philosophy and long-term visions? 
    How do you evaluate your company’s competitive position? 
    What is your reference timeframe for management (e.g., the business lifecycle, 

the demand cycle for products and services, and the horizon for investment recovery)? 
 
(1.2) How are your company’s views on ideal future, corporate philosophy and long-term visions 
reflected in specific plans and targets? Furthermore, what are your thoughts on your company’s use 
of funds, measures to have access to capital for growth, and capital efficiency? Please elaborate 
based on the following questions: 

 
 How are your company’s views on ideal future, corporate philosophy and long-terms visions 

reflected in its corporate plans (e.g., mid-term plans) and (published) corporate strategies? 
Please outline what you recognize as challenges as well as specific strategies.  

 What are the premises of your plans and strategies regarding business environments and the 
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competitive landscape? 
 How are the financial metrics and KPIs for corporate plans formulated? What is the underlying 

thought process? How does your company embed these targets at the operational level? 
 How will the shareholders’ equity be utilized? What are your thoughts on the allocation of 

shareholders’ equity into portions dedicated to mid/long-term growth investment, managing 
risks, and delivering returns to shareholders? 

 What level (ratio) of cash (including cash equivalents) does your company consider as 
appropriate? Also, what is the basis for this determination? 

 Regarding the issue of capital efficiency if your company holds other companies’ shares for       
specific purposes : 

  What benefit is this likely to bring to your company? 
  Please provide a detailed and qualitative explanation of the benefit, if possible. 
  What criteria do you use to decide whether to implement, continue or eliminate  

those shareholdings? 
  If your company holds treasury stock, what are the purposes?  
 
2. Management discipline 

 
In order for the company to realize its corporate philosophy and visions, it is necessary to have in place 
mechanisms that bring about discipline in management. The questions are categorized into three areas: (1) 
management evaluations and responsibilities, (2) structures for corporate control, and (3) selection and 
development of management talent. 
 
(2.1) How does the managerial discipline of sound execution by properly determining success and failure at 
the right timing and embracing challenge rather than being complacent about the status quo come about?  
Please explain your thoughts and policies. The following more specific questions might help you frame your 
answer: 

 What criteria are used to evaluate the validity of corporate strategies and business plans? What 
are the mechanisms that link evaluations to subsequent managerial action? 

 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? 

 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?  

 
(2.2) A management system that targets sustainable value creation rests on an appropriate balance between 
internal and external controls. Viewed in such perspective, corporate control structures may be classified 
according to their organizational forms into management board, advisory board and monitoring board. Please 
convey your thoughts by making reference to the following questions: 

 Which board type would fit your company given the nature of its business? 
 Please convey your thoughts regarding the role of the board of directors.  Convey your 

thoughts in terms of management vs. execution, and monitoring vs. execution.  How is your 
choice of the control regime, i.e., the system with corporate auditors, the system with three 
board committees or the system with the audit & supervisory committee related to your thoughts 
regarding the role of the board of directors? 

 Given the role of the board discussed above, what role do you expect of outside directors (i.e., 
management, advisory or monitoring)? What role do you think one should not expect of outside 
directors? What other factors should be considered (for example, the role in crisis 
management)? 

 What are the quality requirements for outside directors, and what kinds of qualifications (e.g., 
independence) do you expect them to have, given the role discussed above? Alternatively, what 
quality requirements and qualifications do you think one should not expect of outside directors?   

 What do you think about the number and ratio of outside directors in the board, given the 
board’s role discussed above? 

 For companies that adopt the system with corporate auditors, what is your view on the 
differences in the role of corporate auditors and board directors? What do you think are the 
quality requirements and qualifications for outside corporate auditors? What are your thoughts 
on information sharing and cooperation between corporate auditors and board directors? 

 
(2.3) This question concerns the process of electing, training and incentivizing corporate officers. Please 
convey your thoughts by making reference to the following questions: 
 

 What qualities are needed to serve as internal directors (and corporate officers) and as internal 
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corporate auditors? How should these individuals be screened and cultivated? 
 Do you think your company’s process of electing top management to be sufficiently explainable 

and transparent to the outside public? For example, could you describe the process that took 
place when the current president of your company was chosen? 

 Given the role board directors and corporate auditors assume in the mechanisms of corporate 
control, what kind of training is conducted to raise the level of their awareness and knowledge?    

 Please convey your thoughts regarding evaluating and compensating corporate officers (e.g., 
how much should be performance-based; are stock-based compensations in use?). Would 
performance-based or stock-based compensations be suitable for outside directors? 

 What steps and procedures are taken to avoid conflicts of interest (self-serving measures) when 
determining officer compensations? 

 
3． Relationships with shareholders 
 
Shareholders will choose to invest in your company with confidence if they are assured of the trustworthy 
posture of management.  The cost of capital is expected to decrease if trust is built between investors and 
management through quality dialogues.  To win investors’ trust, the company’s disclosure policy should be 
open. Please convey your thoughts regarding your company’s relationships with investors by answering the 
following questions:  
 
(3.1) What institutional practices do you follow in your company to promote dialogue with investors? The 
following more specific questions might help you frame your answer: 
 

 How do you gauge the “views of the markets,” and convey internally in your company (to both 
corporate officers and employees)? 

 Is there any practice you follow at your company to specifically promote long-term trust with 
investors, such as disclosure or information sharing? 

 In what ways 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? 

 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?. 

 
(3.2) 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? And what role can outside directors and auditors play? 
 
(3.3) What is your view on the role of stock prices in relation to corporate goals and compensation policies?  
And what policies are adopted based on that view? 
 
(3.4) Please answer the following questions if the ownership of your company is concentrated and a 
substantial de-fact controlling shareholder exists, or if the founder has run your company for many years: 
 

 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? 
 
(3.5) 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.. 
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