The “Competitiveness and Incentives for
Sustainable Growth: Building Favorable
Relationships between Companies and Investors”
Project is implemented by METI.
The Ito Review, which is the final report, is drawing
attention from a variety of sectors by presenting
new perspectives on dialogues.

Companies
and
investors

We asked Professor Kunio Ito of the Graduate
School of Hitotsubashi University, who chaired

Drawing out Japan’s

the project, about the awareness of the requisite
issues, and the essentials of the report.

Kunio Ito

Professor, Graduate School of
Commerce and Management,
Hitotsubashi University
Professor Ito was born in 1951. He graduated from
the Faculty of Commerce, Hitotsubashi University, in
1984. He was the Fulbright Visiting Scholar at Stanford
University from 1987 to 1988. He has held such
posts as professor and vice president of Hitotsubashi
University. He has served as outside director to several
leading Japanese corporations and as advisor to the
Tokyo Stock Exchange.
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Why is the theme of the “desirable
relationship between companies and
their investors” now an important
theme?
Ito: The question is rather, why has the
theme not been focused on more in the
past? It is because a large number of
Japanese companies had been raising
funds mainly in the indirect financing
market, such as borrowing from banks,
to secure funding. Therefore, there was
less direct contact with investors on a
fundamental level. However, now the
direct financing market in Japan has
developed, and is gaining importance.
It is due to this contextual shift that the
relationship between companies and
investors is now the focus of attention.
In addition, the globalization of
corporate activities and financial
markets should naturally be another
major factor, meaning that Japanese
companies are now being compared
on an equal footing with foreign

companies. Some people think, “We
aren’t worried about anything because
Japanese companies are supplying
high-quality and highly-functional
products to the world, and making
solid profits.” However, this may not be
true. For example, in terms of return on
equity (ROE), 5% is the approximate
average among Japanese companies,
which is significantly lower than the
figure of approximately 20% seen
among U.S. companies. Such a trend
has existed since the 1990s. In reality,
the Japanese economy has been in
a situation requiring the building of
the creation of secure relationships
between investors and companies,
and the subsequent virtuous cycle of
funding and innovation for quite a long
time.
It seems that IR activities of
Japanese companies are improving
recently, but what is your opinion?
Ito: Yes, I agree. However, what

is important is whether purposeful
dialogue is taking place or not. In order
to realize such dialogue, companies are
first required to present the underlying
strategies and specific scenarios of
value creation, rather than simply
explaining business management data.
On the other hand, investors should
ask pertinent questions based on the
understanding of the reality and nature
of the company. If both sides engage
in frank communication, gaps in their
ways of thinking and differences in
perspectives and goals are revealed,
generating an atmosphere of tension
to succeed. This is critical. The keys
to purposeful dialogue are tension and
cooperation and their importance is one
of the most critical messages of the Ito
Review. Both parties sincerely facing
reality and finding a way to close the
gaps - that is how a real cooperative
relationship is established.
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Honest, intense discussion
enhanced the value of the
Review
On a different note, about 50
parties, including business
managers, investors and market
players participated in this project.
As Chair, was there any difficulty
in summarizing all the different
opinions?
Ito: Well, actually none. These highlyqualified and extremely knowledgeable

participants expressed their opinions in
a straightforward manner. Their opinions
gradually developed a harmony which
reminded me of an exquisite orchestra.
I imagine conductors working with real
professionals in an orchestra would also
feel the same way—more pleasurable
and a rewarding feelings than hardship.
However, unlike an orchestra, we did
not have a musical score to follow.
Of course, there was a broad theme
of “favorable relationships between
companies and investors,” but nothing
was predetermined regarding the
orientation of the discussion, nor did I
guide the direction of the discussion.
For example, there was a specific,
honest discussion on the quantitative
goals to be included in the Review,
but looking back, I believe these
enthusiastic exchanges of opinions
resulted in adding depth and personality
to the Review.
Do you have a message for the
readers of the Review?
Ito: The Ito Review is a form of
commitment toward achieving the
sustainable growth of Japan. As Chair,
I feel the responsibility of realizing that
achievement. The basic message of
the Review is that “corporate value
is created through the ‘collaborative
creation’ of companies and investors.”
Recommendations on what should be
done to achieve this are made from
various points of view in the Review and
I would like people to read it without
any preconceptions.

The Review also proposes the
establishment of a “Management
Investor Forum (MIF).” This is a place
for both managers and investors
to consider and improve methods
of dialogue through face-to-face
discussion. To my knowledge, there
are no other similar systems anywhere
else in the world. Further, “The council
of experts concerning promoting
dialogue between companies and
investors for sustainable growth”
started in September this year, based
on the discussions in the Ito Review.
Discussion focusing on the promotion
of dialogue, which is also included in
the Japan Revitalization Strategy, is
expected to move into full swing.
In Japan, where dialogue has not been
a priority in the past, this blank provides
an opportunity to develop discussion in
an unbiased, straightforward manner.
Japan is driving towards becoming an
advanced dialogue-oriented country
with an original approach, not simply
catching up with the approaches of
Western countries. Keep your eyes
open for our new developments.

CLICK!
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and investors will continuously develop
active discussions, chaired by Professor
Kunio Ito, in an open manner, without
reservation.
This Study Group established the Study
group on general shareholders' meeting
processes and Study group on corpotate
disclosure where further detailed discussion
will be held including practical viewpoints
as well. By also considering the situations
in other countries, current systems, and
practical work, an even more desirable
solution to each issue will be sought.
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Professor, Graduate School of
International Management,
Aoyama Gakuin University

General Manager, LIM Global Advisors Ltd.

Hiroaki TOYA

The project itself is the
first step taken towards
establishing a favorable
relationship between
companies and investors.
Chief Executive Officer, Nippon Life
Global Investors Singapore Limited

Managing Executive Officer, SUMITOMO
CHEMICAL CO., LTD.

Shinya TSUJIMOTO

Kunio NOZAKI

We were able to streamline what is
missing and what should be changed in
order for Japan to make a come back and
get into a growth track again.

The earnest discussion resulted
us experiencing a gradual
closing of the gap between
companies and investors.

Senior Director, IR Group, Corporate
Communications Department, DAIICHI
SANKYO CO., LTD.

Researcher, Aoyama Gakuin
International Management
Frontier Research Center, Aoyama
Gakuin University

Shigemichi KONDO

Junichi HAYASHI

From “confrontation” to “dialogue";
an important ingredient for corporate
value creation.
Chairman, Commons Asset
Management, Inc.

The message of the final
report is advanced and
profound thanks to the
straightforward opinions from
people with different values.

Department Manager, Investor Relations Department
Corporate Communications Division, Don Quijote
Holdings Co., Ltd.

Managing Director, Chief
Investment Officer, JPMorgan
Asset Management (Japan) Ltd.

Naoyuki KAINUMA

Ryusuke OHORI

Ryohei YANAGI

Through more than ten discussion
sessions in the general assembly and
small groups, people of different positions
were able to improve their understanding
of one another, recognize gaps, seek
solutions, and make proposals.
Corporate Vice President, Investor Relations and
M&A, NISSAN MOTOR CO., LTD.

Joji TAGAWA

Q.

What is the
significance and
value of the Ito
Review/Project?
Many heated discussions took place during this project.
What did the members who participated feel through
them?
We asked about the favorable results for the Japanese
economy in the future.

The opportunity itself, where heated
discussion took place, was the best result
achieved.
Head of Corporate Governance, Investment Division, Vice President,
BlackRock Japan Co., Ltd.

Akitsugu ERA

We shared positive
discussions towards the
realization of our common
goal: the sustainable growth
of the Japanese economy.

Atsuto SAWAKAMI

Scott CALLON

Director, Executive Officer, SEVEN& i
HLDGS. Co., Ltd.

Tsuyoshi KOBAYASHI

Representative Director, Governance for
Owners Japan KK

Toshiaki OGUCHI

Senior Manager, Investor Relations
Department, SHISEIDO CO., LTD.

Ask the members
of the Ito Project!

Chief Executive Officer, Partner,
Ichigo Asset Management, Ltd.

Straightforward
discussions realized
“collaborative
cooperation” between
companies and investors

The project can
motivate Japanese
companies to
become aware of
capital efficiency.
Iseo MAEDA

Chairman & Founder, Sawakami
Asset Management Inc.

We also discussed the theme
immediately in our company’s
strategy meeting. It was so
important and timely.

council of experts concerning
promoting dialogue between companies
and investors for sustainable growth”

Deputy CFO & Chief IR Officer, Eisai Co., Ltd.
Visiting Lecture of Waseda Graduate School

We were able to reaffirm the necessity of
transmitting the values of companies.

The process itself was valuable, seeking
a common language among investors,
companies and scholars.

●“
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There is a clear message that
“companies should aim for a ROE of
more than 8%.”

Tetsuo KITAGAWA

Various opinions from different
quarters provided great reference
material. In the future, it is
expected that individual investors
aiming at asset formation
through long-term investment
take the center role, so I expect
the second edition of the Ito
Review to be compiled from such
a perspective.

CLICK!

It succeeded in transmitting a message
throughout the world that the capital
market in Japan is changing significantly;
a shift toward corporate value management
considering capital efficiency.

Ken SHIBUSAWA

Open discussion without reservation is
progressing further!
Based on discussions by business
managers, long-term investors and other
related parties, the Ito Review made
recommendations on the issues and
measures necessary by companies and
investors in order to regain the earning
power of Japan. Based on the Review, METI
newly organized “The council of experts
concerning promoting dialogue between
companies and investors for sustainable
growth.” The aim of the Study Group is to
review dialogue and corporate information
disclosure methods and procedures from
a global point of view. Business managers

It is a historical project
that changes the direction
largely towards overcoming
excessive short-termism.

The discussion attracted
attention also from overseas
investors, which globally
introduced the presence and
value of the Japanese equity
market anew.
Director of Equity Investment, Pension
Investment Department, PENSION FUND
ASSOCIATION

Taku YAMAMOTO

The Ito Review is “the
textbook” for business
managers trying to create
value from a long-term
perspective, and is “the
reference book” for investors
evaluating companies.
Executive Officer, Investor
Relations Headquarters, OMRON
Corporation

Satoshi ANDO

I re-acknowledged the
scale of expectation
toward asset managers.
President & CEO, TOKIO MARINE
ASSET MANAGEMENT CO., LTD.

Akiyoshi OBA
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There’s still more!

Dialogues on corporate
philosophy, vision and
strategy work positively
for pursuing better
management.

Discussions where both sides can be
satisfied, rather than discussions to
persuade each other.
CEO Chief Analyst, Belle Investment Research of
Japan Inc.

Senior Vice President, and Chief
Financial Officer,
Astellas Pharma Inc.

Yukio SUZUKI

Yasumasa MASUDA

Companies and mid- and
long-term investors should
walk side-by-side to the
same direction, rather than
face each other.

It is important to have a
common understanding and
language for both parties, and
to have mutual respect and
patience, in order to achieve
the goal without fail.

Aarata Institute, Advisor

Director of Research, Fidelity
Worldwide Investment

Hajime YASUI

Hiroki SAMPEI

Associate Senior Vice President,
CFO, Member of the Board,
NEC Corporation

Sharing the requests,
background and reasons
of investors, as well as the
situation, policy and willingness
of companies, through open and
honest dialogue.

Ask the members
of the Ito Project!

What is necessary
for building
a favorable
relationship?
A desirable relationship between companies and investors
should be pursued, based on the recommendations made
in the Ito Review.
We asked about the viewpoints to keep in mind when
doing so.

Executive Vice President,
Chief Financial Officer,
Mitsubishi Corporation

What is important in a dialogue
is the viewpoint on what kind of
company the organization aims to
become.
Isamu KAWASHIMA

Q.

Awareness that all are
heading toward the same
goal even if they are climbing
different paths, and can share
their joy by wrapping their
arms around each other’s
shoulders upon reaching the
peak.

Representative Director,
ESG Network of Shareholders and
Companies

Naomi YAMAZAKI

A mechanism to mutually
understand the true intention
behind the shareholders’
capital efficiency and different
management index in a
quantitative and qualitative
manner is necessary.
Head of Corporate Affairs Department,
Legal Division, Nippon Steel & Sumitomo
Metal Corporation

Shuma UCHINO

Senior Research Fellow, J-IRIS
Research

Ryoko UEDA

High-level dialogue allows for the
collaborative creation and sharing of the
inherent strengths of Japanese companies
Senior Vice President (Member of the Board), Chief Investor Relations Officer,
Chief Social Responsibility Officer, Toray Industries, Inc. Head Office

Akira UCHIDA

As a long-term, high-commitment
institutional investor, I think it is
also important for investors to
build their own capabilities in
order to earn the trust of investee
companies.
Executive Vice President, Ichigo
Asset Management, Ltd.

Kenichiro YOSHIDA
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Opportunity for a dialogue to
attract attention not only on
the analysis of short-term
data but also on the future
value that the company is
trying to create.

some of the Lab’s other major achievements.

Further improvement of the quality of
investors and sell-side analysts for
generating quality dialogues.

Sharing of awareness
among managers and
investors that they are
sailing in the same boat.
Head of Research, Center for
Strategic Management & Innovation,
Nomura Research Institute, Ltd.

Sadakazu OSAKI

To respect counterparts, and to
implement what is learned in a
humble manner.

Dialogue where both sides can feel
stronger about what the counterpart
is feeling, and can further respect
counterpart’s position.
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Reporting Lab

Shareholder meeting notices (including business reports) are an important
means of communication with companies for investors. Based on such
a perspective, METI conducted a questionnaire on what points major
institutional investors focus on in shareholder meeting notices and agendas.
The survey, by selecting those who are making decisions related to
exercising voting rights revealed, for example, that the election of board
members is very much focused on within the information included in the
notices. In the survey result, many good practices and reasons thereof are
introduced together with the specific company name and samples of the
actual notices.

Reference case examples of dialogues and gaps in awareness between
companies and investors

Direct interviews with managers on
efforts made in terms of corporate
governance

Companies are focusing on “balance,”
while investors feel they have “low
priority.”

Corporate governance is one of the important factors for creating
sustainable value. METI conducted a survey among companies to find
new approaches in this area. In the survey, the points investors focus
on when studying the status and efforts of the corporate governance
were streamlined first. Next, questions that can serve as a foundation for
communication between companies and investors were listed up. Then,
METI interviewed managers of seven companies based on the list. All the
questions and dialogues (interviews) are available on METI’s website, so
those interested can use them freely.

In the first place, what kind of factors and case examples are there
concerning communication gaps between companies and investors? Based
on the presentations by investment management companies and private
companies, METI compiled a report. The report clarifies, for example, that
companies are “aware of the balance of contributions to stakeholders
including shareholders,” and that investors feel that the “shareholders and
investors are receiving low priority compared to customers, employees and
business partners in Japan.” There are also specific examples of “dialogues
with and requests to investors from the viewpoint of Japanese companies”
presented.

Yoshiko SATO

Thorough dialogue between
companies and investors on
the method of value creation
and the time axis thereof is
important for breaking away
from short-termism.
Member of the Board, Senior
Managing Director, Chief Financial
Officer, Tokio Marine Holdings, Inc.

Shoichi TSUMURAYA

Masashi OBA

Mutual understanding; through it,
investors can find a company in which
to invest in line with their policy,
and companies can find investors to
approach.

List of questions and dialogues on corporate governance covering
questions long-term investors would like to ask business managers

Secretary General,
Chief Research Fellow,
Japan Investor Relations
Association

Associate Professor, Graduate School of
Commerce and Management,
Hitotsubashi University

Yoshinori HASHITANI

●C
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Institutional investors focus on these points!
Many case examples of good practices on
shareholder meeting notices are introduced.

Atsushi SEKI

Takatoshi YAMAMOTO

Toru TAKEUCHI

CLICK!

Case Examples of Good Practices
Concerning Shareholder Meeting Notices

Vice President, Research, Barclays Securities
Japan Limited

Corporate Auditor, FUJI HEAVY INDUSTRIES LTD.
Audit & Supervisory Board Member, TOKYO
ELECTRON LIMITED

VP, Corporate Executive Office and Head
of Corporate Workplace Solutions, Sony
Corporation

an opportunity for discussion, study and proposals on the
is also one of the achievements of the Lab. Here, let us look at

Establishment of the relationship
of “tension and collaborative creation”
based on profound understanding.

Board Member, Senior Vice President
& CFO, Director,Corporate Sector
NITTO DENKO CORPORATION

METI launched the Corporate Reporting Lab in 2012 as
relationship between companies and investors. The Ito Review

Kenji HASEGAWA

Improvement of “soft” power such as the sharing
of awareness, mutual understanding and respect,
as well as the environmental arrangement of “hard”
power such as practical work and a system that
allows their realization.

Achievements of the
Corporate Reporting Lab
for deepening dialogues

Through dialogues with
investors, companies can create
value, and the relationships
between companies and
investors can spiral-up.
Associate Professor, Graduate
School of International Corporate
Strategy,
Hitotsubashi University

METI │Opinions of the person in charge

Reforming and Optimizing
the “Investment Chain”
Hirofumi Watai,
Chief, Corporate
Accounting, Disclosure
and CSR Policy Office,
Economic and Industrial
Policy Bureau
Our office is in charge
of three different policy
areas, regarding policies
on corporate accounting,
disclosure, and corporate
social responsibility. We are
addressing the policy so as to
be able to serve as a bridge
among the relevant parties,
including companies and
investors.

Corporate value is a term that can be
interpreted in many ways. One cannot
compare corporate values only with a
single index. On the other hand, shares
of listed companies are priced every
day and corporate values in the equity
market are compared with one another.
The “Competitiveness and Incentives for
Sustainable Growth: Building Favorable
Relationships between Companies and
Investors” project held a general assembly
and working groups for a period of about
one year, and presented a scenario for
innovation that can change the conventions
and awareness of companies and investors
related in the equity market, and aim for
the improvement of capital efficiency, such
as corporate value and financial capital.
In the process of discussion, progress
was transmitted abroad from an early

stage, and thus many comments from
overseas were obtained. At the same time,
discussion was made by keeping in mind
the tailoring of matters to the context in
Japan, considering both the positive and
negative points of Japan in the investment
chain.
After having enthusiastic discussions in
each and every meeting, the Ito Review
summarized the analysis from the
viewpoint of corporate value in the equity
market regarding Japanese companies,
and made recommendations on investment
chain innovation that should lead to the
improvement of total optimization, including
for investors. I would be delighted if readers
are able to feel both the sober analysis
conducted and the enthusiastic passion
of members from what is written in the
Review.

Mikiharu NOMA
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