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Outline of the 1st Meeting of the  
Working Group on Corporate Governance Dialogue in Fiscal 2012 

 
Date and Time of the Meeting: Tuesday, October 16, 2012, 3pm－5pm 
 
 
(1) The purpose of the working group 
・ We are going to make public a transcript of each meeting of the working group, since the group is 

established to study and deliberate on matters with the sentiment that we will change the world. We 
actively deliberate on matters including confidential issues of the business entities at our meetings, 
but the transcript will not identify the names of those enterprises. We will also translate the transcript 
into English so that we can disseminate the information overseas. (Mr. Kagaya, chair of the working 
group) 

 
 
(2) The broad direction of the working group 
・ I would like to state our philosophy as “Reconsidering the framework of corporate governance.” I 

would like to hammer out something like this for corporate governance. My slogan for this year is that 
corporate governance “offers opportunities for business entities to present themselves.” (Mr. Eguchi) 

・ Since corporate governance restrains management in one way or another, business entities don’t 
want to introduce corporate governance measures in that sense where possible. However, 
essentially they should implement corporate governance to encourage investors to purchase their 
shares and they should take the initiative in introducing it. (Mr. Eguchi) 

・ Task force on Corporate Awareness of Corporate Governance will prepare a questionnaire mainly 
from the viewpoint of investors. Based on the questionnaire, the team will discuss the issue with 
business entities and prepare something like a “handbook to promote corporate governance.” (Mr. 
Eguchi) 

 
 
(3) Different structures of corporate governance 
<<Report>> “Providing topics for deliberation: Different structures of corporate governance” (Mr. Eguchi) 
 
 
(4) Best practices in corporate governance in the UK and US / proxy season review 2012 
<<Report>> “Best practices in corporate governance in the UK and US / proxy season review 2012” (Mr. 
Ishida, a member of the working group) 
 
 
Question & Answer session on Agenda (3) and (4) 

In Mr. Ishida’s report, the underlying reason for Say on Pay is management’s tendency to seek 
short-term results and the performance of their stock, but I suspect that there is a gap between the 
initial policy and the actual practice. (Mr. Iwata) 
⇒ I think that Say on Pay is the result of the mounting dissatisfaction in society that feels that “it is 

unreasonable for the bad guys to be rewarded.” Currently, great importance is placed on Total 
Shareholder Return (TSR). (Mr. Ishida) 

 
・ I agree with Mr. Eguchi’s opinion that there is no “absolutely right form or structure of corporate 

governance.” Based on that, can I assume that the trustworthiness needed for outside directors 
described in Mr. Eguchi’s report is also required for Audit and Supervisory Board Member（external 
statutory auditors）, particularly outside Audit and Supervisory Board Member? (Mr. Hasegawa) 
⇒ I believe that trustworthiness is a key element for Audit and Supervisory Board Member as well as 

for outside directors. (Mr. Eguchi) 
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(5) Free discussion 

・ As a rating agency, S&P usually evaluate corporate management & governance issue from 
“negative check” perspective on future profits and business stability. So, I would like to discuss the 
downside risk rather than upside potential. (Mr. Shibata) 

・ Since S&P covers many corporate sectors, not only in Japan but also globally, I would like to 
exchange our views regarding good and bad examples with committee members. I feel that 
corporates with solid corporate management & governance structure provide more foreseeable 
financial forecasts, than those without it. (Mr. Shibata) 

 
・ On behalf of asset management companies, I would like to consider what will contribute to the 

long-term development of business entities. Our company even sent out questionnaires on corporate 
governance to enterprises and I held interviews with those that had superior corporate governance. I 
would like to use this experience to participate in the activities of the investigative team. (Mr. Iwata) 

 
・ I think that the objectives described in the presentation material (Ref. 3) are impressive (how to face 

overseas investors and how to communicate information on the overall corporate governance 
situation in Japan to overseas entities). However, we need to collect and examine the publicly 
disclosed views of global investors, to prevent business entities from missing the point of the 
communication. Unfortunately, the presence of Japanese investors on the global stage is very weak 
for global investors with whom we have regular contact. Considering this position of Japanese 
investors, I would like to communicate directly with global investors and provide them with 
information. (Mr. Oguchi) 

・ I regret to say that no asset owner is at today’s meeting. To be honest, we should think about a 
corporate governance dialogue after hearing from long-term asset management organizations 
including pension funds. Though it may be difficult to find suitable organizations in Japan, I would like 
to have the opportunity to study how to do this in the future. (Mr. Oguchi) 

 
・ Even if we had the opportunity to dialogue with business entities concerning proposals on takeover 

defense measures and proposals on directors’ or statutory auditors’ retirement benefits that investors 
are reluctant to accept in general, some of them said they would do it only because others were 
doing it. However, in some cases, we succeeded in persuading companies to withdraw such 
proposals. (Mr. Kamata)  

・ Our company has invested in enterprises with lower ratings for corporate governance and enjoyed 
seeing those enterprises change for the better. I would like to participate in the discussions of the 
working group and investigative team using this different perspective. (Mr. Kamata) 

 
・ We noticed that some global sponsors, such as SWF, have fired fund managers who only cover 

companies in Japan while increasing the number who invest in companies globally. It can be said that 
the move reflects a decline in the attractiveness of Japanese companies, including corporate 
governance and global sponsors’ distrust in and dissatisfaction with Japanese companies’ ability to 
create value or growth. Meanwhile, even Japanese companies have decreased the percentage of 
domestic stocks in their pension funds’ portfolios. (Mr. Kuramoto) 

・ To break this situation and expand the benefits to investors, enterprises and stakeholders, we must 
implement corporate governance, taking into account the relationship and distance between 
investors and enterprises. Otherwise, we will not be able to hand over the baton to the younger 
generation. If the situation is not changed, the children of today’s generation may take company 
entrance examinations in Beijing or Hong Kong when they grow up, and seek positions at global 
companies in the future. (Mr. Kuramoto) 

 
・ Japanese companies have been searching for their own corporate governance, but as a result, it 

turns out that their profitability is lower than their counterparts in other countries. I feel that we need to 
change the system completely. I would like to discuss which corporate governance framework would 
work best. (Mr. Saito) 
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・ Ten years have passed since our company established its advisory board. I think it’s about time it was 

reviewed. I don’t think good corporate governance guarantees good business performance, but I 
would like to take this opportunity to learn how we could improve our corporate governance. (Mr. 
Shimai) 

 
・ It is said that the Kansayaku system is not easy for foreign investors to understand. We feel it 

important to provide them with appropriate information. Our recommending English translation of 
Kansayaku was “Corporate Auditor” which was said to cause confusion with an outside auditor. 
Focusing on the function of Kansayaku, we recently changed our recommending translation to “Audit 
& Supervisory Board Member”. We hope that we will get advice on how we should act in order to 
have better understanding on the Kansayaku system. (Mr. Nagata) 

 
・ Presentations by Mr. Ishida and Mr. Eguchi contained various perspectives on “dialogue,” providing 

us with very useful tips. Since our company also has dialogues (around 100 occasions overseas; 200 
occasions in Japan annually), I would like to discuss the matter from a practical standpoint. (Mr. 
Hasegawa) 

 
・ I pay special attention to discussions on “dialogue” at meetings of the working group. I would like to 

make proposals that can be used as a reference on how the communication should take place 
between institutional and individual investors, and business entities. I don’t think our current 
convocation notice is perfect, since the concept of appropriate information disclosure changes with 
shifts in the social environment and investors’ needs. From my experience of exchanges with 
institutional investors, I believe that it is important to strike a balance or set the optimum mix of 
information requested by investors and information the enterprise could provide. (Mr. Matsuoka) 

 
・ I realized that overseas investors have lost interest in Japan through the recent IR activities. However, 

I believe that Japanese companies can compete globally, because they have the advantage in ESG. I 
would like to discuss the appropriate corporate governance communication regardless of our 
company’s position. (Mr. Yamazaki) 

 
・ Deliberations on corporate governance tend to place too much emphasis on corporate structure. Mr. 

Eguchi’s report showed that differences in the form or structure of corporate governance don’t mean 
that the company's corporate governance is superior or inferior. This message needs to be shared by 
all the interested parties. (Ms. Wada) 

・ Discussions on corporate governance tend to condemn that Japanese corporate governance is 
inferior to that of overseas because the corporate structure adopted by most Japanese companies is 
different compared to the structure in other countries. If this is caused by the failure to communicate 
sufficiently on the Japanese system, this working group should discuss how to promote a better 
understanding about the Japanese system among the interested parties. (Ms. Wada) 

 
・ If there are matters meaningful to the dialogue on corporate governance in the working group from 

the standpoint of preparation of annual securities reports, I would like to take advantage of them as 
appropriate to improve the disclosure items. (Mr. Higuchi) 

・ Integrated reporting not only expresses an abstract philosophy but also indicates concrete results, 
and I feel that it can be useful as a reference for study. I welcome the working group’s efforts to 
provide specific examples and handbooks because I think they would also be useful for future 
discussions. (Mr. Higuchi) 

 
・ Generally speaking, I have the impression that management of listed companies doesn’t fully 

understand why a dialogue with investors is necessary and what merits the dialogue can bring to 
their corporate management. I think we need to explain such things in plain words to the 
management of various listed companies. (Mr. Matsuzaki) 

・ A common language is essential for any dialogue between business entities and investors. We also 
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need to get enterprises to broaden their understanding of investors’ viewpoints on the basic points, 
such as the fact that investors expect returns that exceed their capital costs. (Mr. Matsuzaki) 

 
・ Since the idea of launching the working group surfaced from a sense of crisis about the decline of 

Japanese stocks, we plan to take up all proposals from members. If you have any other proposals in 
addition to the proposals you have offered today, please feel free to send them to the chair of the 
working group and the secretariat. Meanwhile, if you know of any examples of enterprises that have 
succeeded in improving their business through corporate governance, please report them to the 
secretariat without hesitation. (Mr. Fukumoto,METI) 

・ We would like to ask the members to specify the time frame when proposing any activities, given the 
critical situation Japan is facing as you have presented today. (Mr. Fukumoto,METI) 

・ During the discussion today , I learnt that the important thing is how to communicate and make 
connections with people who are not present here. For example, CEOs of Japanese companies, 
overseas investors and members of other companies who don’t attend this meeting. We should 
disseminate outcome of this working group to those people . (Mr. Fukumoto,METI) 

 
・ I recognize that the future of Japan is hanging in the balance at this crucial time. Our company 

devotes itself to bringing facts into the open in an objective way. Please contact us if you need more 
information on our research. (Mr. Terashita) 

 
 


