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Target readers and how to read this report

The readers targeted by the Diversity Report
include the boards of directors, the
presidents/CEOs and other top management
executives and those in charge of diversity
management at Japanese companies that aim
to generate innovations as well as Japanese
companies that need to increase their
international competitiveness. However, the
report has been summarized to be widely used for
reference by those interested in corporate diversity
management.

Diversity management has multiple aspects.
Based on the assumption that elimination of
discrimination, basic measures based on respect
for human rights, and measures stipulated by laws
and regulations (such as the Act on the Promotion
of Women's Active Engagement in Professional
Life) are promoted, this report especially focuses
on the perspective of “diversity as a means to
enhance the competitiveness of companies”
and presents the actions that will help Japanese
companies meet challenges that they face
when working on diversity management.

This, however, does not mean that the
presented actions should directly be adopted
to each company and promoted without
practical changes. Actions to be selected change
depending on aspects, such as the company’s
management environment and challenges that
they face.

For this reason, we hope that readers utilize
the contents of this report while imagining why
these actions need to be promoted to enhance
the competitiveness of companies, what kind
of measures should be combined together, and
what the most effective way is for companies
to promote the measures by considering the
challenges discussed in this report in terms of
each company’s situation.
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1. Message to top management




Message to top management

Japanese companies are facing global competition. Direct overseas
investments have also been increasing in the recent years, making
organizations and management more complex. In order to
maintain/enhance competitiveness, Japanese companies must formulate
and execute strategies from various perspectives, including business
strategy, financial strategy, promotion of digital transformation, and
promotion of green transformation. Diversity management discussed in
this report is one of the means necessary to achieve such management
strategies.

Amid dramatic changes in the global business environment and the supply
structure of the labor market, homogeneous organizations tend to lack the
ability to respond flexibly to changes. They are prone to maintaining their
own values and strategies without changes, and they face risks that make
it difficult for them to succeed in competition on a medium- to long-term
basis. Not only that, but such stance may also limit their opportunities.

Japanese companies will be able to generate innovations to create value
by growing out of the highly homogeneous constitution, establishing
the environment where human resources with diverse
knowledge/experiences necessary to achieve the management
strategies can demonstrate their abilities, and cultivating the
organizational culture. The Ministry of Economy, Trade and Industry refers
to such management “diversity management.”

As globalization and population decline will continue to accelerate in the
future, it is inevitable that changes in employee nationalities and gender
composition as well as diversified experiences and values will also
accelerate in Japanese companies. Due to this, management of diversity
is also necessary in that aspect.

When we consider the state of companies in Japan, companies have been
making progress in the establishment of systems to empower diverse
personnel to demonstrate their abilities, but many of them are finding it
difficult to leverage this implementation to enhance their corporate
value.

Particularly important points when promoting diversity management are the
understanding that “management utilizing diversity” is the theme to be
promoted by the boards of directors as well as presidents/CEOs and
other top management executives and their actions. Execution of these
points requires that the board of directors itself possesses diverse
knowledge/experiences, allowing it to maintain the flexibility that is
unrestricted by specific internal logics, as well as the mindset to utilize the
diversity in the organization as it fulfills its roles. With such a foundation, it
is important that presidents/CEOs and other top management
executives, who demonstrate their conviction through actions rather
than words, are selected, and that diversity promotion is discussed and
authorized in management meetings as well.

Diversity, equity, and inclusion (DEI) has been actively discussed overseas,
but promotion of diversity for enhancement of competitiveness
remains important for Japanese companies, as this report covers the
topic. It is important to pursue improvement of corporate value, which is the
ultimate goal, by seeing promotion of diversity as an opportunity for
growth.

Diversity management measures depend on the environment and business
strategy of each company. We hope that readers would utilize this report to
enhance competitiveness by considering the necessity of each of
“‘Diversity,” “Equity,” and “Inclusion,” which are factors of “diversity
management,” and the measures for each factor in the manner best suited
for each company.
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Toward a Shift from Formality to Substance

There are probably many Japanese
companies that started working on
promotion of diversity with the establishment
of systems after social demands, such as
legal compliance and information disclosure.

In order to lead diversity to practical
competitiveness, it is important to promote
measures that would lead to corporate
value enhancement (“But Also This” in the
figure on the right), In addition to
establishment of systems (“Not Only This”
in the figure on the right). When promoting
such efforts, it is important to see company’s
diversity from the perspectives, such as
knowledge/experience required to realize
the management strategy, in addition to
focusing on, for example, gender, age,
disabilities, nationalities, and other aspects.

Promoting measures appropriate for the
respective company’s situation will lead to
the enhancement of the corporate value on
a medium- to long-term basis.

Goal

Measures

Structure

Not Only This

Establish the required

==

systems

» Measures for basic human rights

* Information disclosure based on
laws/regulations and various

guidelines

==

» Focus on gender, age, disabilities,

nationalities, and other aspects

» Ensure diversity

Example: Establishment of target
values for promotion/recruitment,

etc.

The personnel department/

division in charge of diversity +

management takes the lead

But Also This

Promote measures based on the company’s

situation and lead to enhancement of

corporate value and competitiveness

Measures leading to the achievement of the management
strategy

Information disclosure, including the processes such as result
analysis and reflection on measures

Focus on the knowledge/experience required to achieve the
management strategy

Establish mechanisms and culture in which opinions of diverse
human resources can be incorporated into the decision-
making process

Example: Consider the human resources portfolio required to realize
the strategy and establish the promotion/ recruitment/
assessment systems accordingly (Revision of human

resources evaluation criteria, etc.)

The board of directors as well as the president/CEO
and other top management executives themselves
become the role models to stand for promotion of
diversity for the entire company to promote the efforts

Cooperate with each business department after
promoting their understanding and a sense of
satisfaction to ensure a bottom-up structure
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Concept

Diversity management refers to
management for generating
Innovations to create value by
utilizing the diversity of human
resources and bringing out their
maximum abilities

“Diversity,” “Equity,” and “Inclusion,” which are factors
of diversity management, are defined as shown on the
right in this study forum.

When actually promoting measures in each company, it
IS necessary to promote measures that contribute to
the creation of their value and enhancement of
competitiveness while considering aspects, such as the
significance and definition, of each measure for the
respective company (Example is provided on P33).

Definition of diversity management in this study forum

Diversity

To establish a portfolio of diverse human resources with the knowledge/experience
necessary to achieve the company’s management strategy without limiting gender, age,

nationality, race, values, career, work style preferences, and such.

Equity

To provide appropriate opportunities*1 and support for human resources with the
knowledge/ experience necessary to achieve the management strategy to fully demonstrate
their capabilities and rectify any inhibiting factors in the systems or operation process and
such*2.

*It is also necessary to keep in mind that measures necessary for each company depend on
the workplace environment and how they promote their business activities, among other
factors*3.

Inclusion

To create an environment where diverse human resources with the knowledge/experience
necessary to achieve the company’s management strategy can have a sense of belonging
to the organization while demonstrating their own strength and feel that they are contributing
to the achievements of the workplace and company by fully demonstrating their capabilities.
*1 Example: Establish diverse assessment systems to assess diverse knowledges/experiences.

*2 Example: Arrange left-handed scissors for left-handed people when cutting fabric.

*3 Example: Scissors mentioned in *1 would not be necessary in the first place if there is an automatic cutting
machine for cutting fabric.
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Case study

How Diversity Management Boosts Competitiveness(1/3)

The next 3 pages will introduce multiple examples of promotion of diversity leading to enhancement of

competitiveness as one of the means necessary to achieve the management strategy.

Astellas Pharma Inc.

Management challenges

Sustainability considered by Astellas is to contribute to society
through their core business first and to create a positive cycle
that improves the sustainability of both society and Astellas, and
they consider human resources diversity to be the most
important foundation for the enhancement of corporate value.
As the development of new drugs has been prolonging and
becoming more difficult, it was becoming increasingly necessary
for project managers to manage a large number of human
resources, involve people with diverse backgrounds with project
without guaranteed success, continue discussions in inclusive
environments, and promote the projects over long periods.
Interviews with employees brought to light that factors inhibiting
innovation included “not taking on challenges of innovation
because of the fear of failure,” “conservative goal setting,”
“presence of old systems/processes that have lost flexibility,”

and “concept of leadership to create innovative ideas is unclear.”

Direction of solution

In the midst of these challenges, they raised three key goals

of “Strategic Goals,” “Performance Goals,” and
“Organizational Health Goals” in the “Corporate Strategic
Plan 2021,” which they have been promoting since FY2021
to FY2025. They especially focus on establishing the
environment and culture to achieve the management plan in
the Organizational Health Goals.

In the People Strategy, they summarize that DEI is
necessary for the organization to achieve its objectives by
stating “diversity, equity and inclusion must be leveraged to
unlock employee engagement, drive innovation, and improve

patient outcomes.”

Practice

Human Resources introduced the leadership model required
to achieve the management plan. Targeting the head level,

they raised the acquisition of “Transformational Leadership,”
“Result Driven,” and “Global Mindset.” With these standards,

they implemented “Succession Planning” in which they select

Source: Astellas Pharma Inc. “Integrated Report 2024” (2024), Corporate Strategic Plan 2021 (company website), D&R Strategy (company website)

the best candidates as successors, from both inside and
outside the company on a global scale, and determine the
actual placement based on fair competition and interviews.
As of FY2022 and FY2023, approximately 60% of the head-

level personnel are foreign nationals, and 40% are female.

Result

In the D&R Strategy, they changed the research organization
structure from the conventional waterfall model function-led
organization to the agile model research organization where
individual drug discovery teams autonomously promote the
discovery of innovative drugs under the supervision of the
Chief Scientific Officer CCScO) for the purpose of further
strengthening the activities in the research stage. Under this
structure, units that are given the authority for each mission
swiftly make decisions and autonomously promote activities,
maximizing the synergy between divisions, through human
resources with diverse expertise working together to aim for

more sophisticated solutions through trial and error.
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Case study

OMRON Corporation

Management challenges

To further promote the resolution of social issues, which OMRON
Corporation states in the OMRON Principles, they aimed for the
business model transformation from “products” to “products and
services” in the Long-term Vision. They started promoting efforts
with the awareness that there was an urgent need to drastically and
sustainably enhance the capabilities to create innovations in order
to achieve the transformation.

They defined innovation as “diverse people and capabilities merging
together and existing knowledge and experiences making chemical
reactions with the knowledge and experiences from different
careers, backgrounds, and cultures, resulting in creation of new
ideas.” It was necessary to form teams integrating diverse human
resources and capabilities to aim for an organization/company
where such diverse human resources can demonstrate their
abilities, or to accelerate Diversity & Inclusion as a management
strategy in other words, rather than only members with existing
knowledge and experiences continuing to take on challenges.

It was necessary for them to limit their own measures to accelerate
Diversity & Inclusion and concentrate their resources in order to
clarify how much new value creation was achieved and how the
efforts ultimately led to the enhancement of the corporate value.

Direction of solution

The top management themselves declared that Diversity &
Inclusion was one of the necessary management strategies to
create innovations, and they promote measures in the field under
the commitment of the management team.

To clarify the connection between the measures in the field and
enhancement of the corporate value, they established “improvement
in human creativity,” which is the “amount of value created and
delivered by OMRON to its customers and markets (added value)”
divided by the “total value of the working human resources (labor
cost), as a KGI.”

They demonstrate internally and externally their efforts and the
significance of the company and employees sustainably growing in
creating even more added values by investing in human resources
to increase added values. They also visualize the KPI and the
measures in the field to enhance human creativity by using the
concept of Down-Top ROIC Tree for reference with the aim of
enhancing the sense of autonomy among employees who execute
the measures.

Practice

They implemented eight human resource policies from the three
perspectives of Headcount (optimum allocation of human
resources), Capability (Acquisition and strengthening of
capabilities), and Motivation and engagement (Demonstration of full
potential), which are considered as the main factors to enhance
human creativity. For example, they implemented measures such
as “Promote localization of globally important positions” by
considering their business environment in which they globally
expand their business, as seen in the example of 60% of their
business being of overseas. In FY2023, the ratio of locally hired
globally important positions was over 80%.

They promote employees with a great sense of autonomy to work
together as teams to take on challenges to resolve social issues
and create values. They promote “TOGA (The OMRON Global
Awards),” in which they share stories of how the OMRON Principles
are practiced in daily operations with their companies worldwide to
expand the circle of empathy and resonance toward practicing the
OMRON Principles.

Source: OMRON Corporation INTEGRATED REPORT 2024 (2024), INTEGRATED REPORT 2023 (2023), INTEGRATED REPORT 2022 (2022),

Reiwa 5 nen "nadeshiko meigara" sentei kigyo jireishu (in Japanese) [Examples of Companies Selected for “FY 2023 Nadeshiko Brands"]
The figure has been partially revised by the Secretariat based on the material provided by committee member Masahiko Tomita

How Diversity Management Boosts Competitiveness(2/3)

Result

By following the concept of Down-Top ROIC Tree, which is
presented in “the Guidelines for Human Capital Visualization”,
they conducted the correlation analysis to test the hypothesis of
what kind of impacts their human resource-related indicators have
on their financial indicators and how they are converted into
corporate values. They confirmed that indicators, such as women'’s
share of managerial positions, have positive effects on ROIC.
Looking at the performance in the past two years and the progress
in human resources policies in the integrated report from 2024, they
became aware that their eight human resource policies have been
progressing steadily, but they must reflect seriously on the fact that
this progress has not yet led to an adequate improvement in human
creativity. Without changing the idea to pursue sustainable growth
for the company and employees both, they promote transformation
of organizational capabilities by reconstructing the portfolio of
human resources with diverse experiences and capabilities that can
withstand rapidly changing business environments.

Initiatives to Accelerate
Diversity & Inclusion

FY2023 Performance

Indicators and Targets FY2023 Results

Global hiring of specialist
human resources to lead
value creation

Recruitment sufficiency
Fulfiled as planned

Promote localization of

globally important

positions 80% or more 80% or more

Implement and expand
diverse career,
employment status and
work style options

Promoing resol
“operato Progressing as planned

Cultivate a workplace 360-degree
environment that supports evaluation related
personal growth and
motivated individuals ftem scores

Achieved as planned

- Participants/live viewers/post-
event viewers: 116% of previous
year's figure

- 420% expansion in partners in
wider society

Initiatives and programs 1o _ Eyolution of TOGA

share achievements of _ gypansion of external partners
resolution of social issues
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Case study

Hitachi, Ltd.

Management challenges

Hitachi started the transformation of their strategy after
the management crisis in 2009. As part of this process,
the top management emphasized the necessity to
review the conventional human resources strategies.
Based on this, they decided to position diversity, equity,
and inclusion as key driver in the business strategy and
take actions in order to appropriately respond to the
needs of diverse customers in the global market.

Direction of solution

As a result of executing M&A plans in collaboration with
existing businesses as part of the business growth
strategy, they now have more global talent with diverse
backgrounds. Approximately 60% of sales/profit and
employee composition is overseas. They have
established the “Diversity, Equity and Inclusion
Strategy” and have been implementing activities to
cultivate an inclusive culture where we can embrace the
diverse perspectives of our more than 280.000
employees globally. And by doing do, drive the
innovation needed for our sustainable growth.

Practice

Diversity, Equity, and Inclusion are important factors in
the business strategy to drive innovation and ensure
business growth. Since 2021, measures to advance
diversity have evolved beyond a gender perspective
into a global initiative that encompasses various
aspects like generations, cultures and nationalities,
people with disabilities and LGBTQIA+. Furthermore,
based on the concept that organizations that can swiftly
adapt to the ever-changing society are necessary, they
have established a structure in which diverse talents
can proactively execute operations through mutual
collaboration between the countries, regions, and
business entities. (See P35 for examples of their
specific measures)

They also focus on improving the diversity among
executive officers, under the strong leadership
commitment. They have set the aspirational goal of
making 30% of executive and corporate officers women
and culturally/ethnically diverse people by FY2030,
which they announced in 2021. The ratio of women
executives as of June 2024 is 11.8%, and the ratio of
culturally/ethnically diverse people among executives is
25%.

How Diversity Management Boosts Competitiveness(3/3)

Result

Leveraging diverse perspectives is starting to produce
some business results. For example, after acquiring
railwvay company in lItaly, the team of Italian and
Japanese engineers embarked on a large-scale
regional railway tender. Through deep discussions and
sharing different approaches by the team members with
different nationalities and backgrounds, the team was
able to design an innovative and sustainable product.
As a result, they won the bidding and established a new
standard in the market. We can consider this to be a
fine example of diverse talent going beyond the borders
of countries and demonstrating its full capabilities as
one team.

Car designed by a joint team of Italy and Japan

Source: Hitachi, Ltd.“Hitachi Integrated Report 2024” (2024), “Hitachi Sustainability Report 2024” (2024), panel discussion content from the 3rd General Meeting of the Human Capital Management Consortium

Presentation material by Ms. Lorena Dellagiovanna for the 3rd study forum on corporate management leveraging diversity for business competitiveness
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2. Solutions to problems faced by management team members
with regard to the promotion of diversity




Problems that top
management faces

Approach to Consideration Problems those Specific
problems steps in charge face measures

Problems that top management face regarding the need to foster diversity from
the viewpoint of corporate management

It is not clear what kind of impact diversity of knowledge/experience has on corporate

competitiveness.

There are many top management personnel,
including boards of directors and
presidents/CEOs, who question why diversity is
necessary and what kind of impact diversity
management has, among other aspects.

Some of the specific voices are as follows*:

It is difficult to understand the
necessity in terms of business

They understand that diversity is important, but
it's hard to know how it positively works on the
business.

Since the top management personnel
themselves never experienced any specific
inconvenience in the highly homogeneous
organizational environment, they don't feel the
need to ensure diversity.

They have not been promoting measures from
the perspective of business-driven necessity to
respond to uncertainties and changes in the
business environment.

Current efforts are limited to addressing
diversity only from the perspectives of
gender, age, disabilities, nationalities, etc.

Efforts are solely based on aspects, such as
gender, age, disabilities, and nationalities,
rather than diversity & inclusion of knowledge/
experience.

Problems that top management faces

The path to enhancement of
competitiveness is unclear

It's hard to quantitatively measure the effects of
measures for the promotion of diversity, so they
are struggling to lead the effort to the
enhancement of the corporate value.

There are excessive expectations toward
promotion of diversity, so it's hard to recognize
that there are both positive and negative
impacts on the workplace.

It is hard to understand that "ethical responses"
are the basis for "diversity promotion measures
as management rationale”

The relationship between ethical responses
(basic measures based on respect for human
rights) and legally-required responses
(establishment of systems and disclosure of
information regarding specific indicators) and
diversity promotion measures as management
rationale are hard to comprehend

*Summarized based on disclosed information of domestic/overseas companies, interviews, and discussions in the study forum.
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Problems that top Approach to Consideration
management faces problems steps

Problems those
in charge face

Relationship between diversity of knowledge/experience and

corporate value creation

Specific
measures

As discussed before, promotion of diversity is one of the
various means to achieve the management strategy for the
purpose of maintaining/strengthening corporate
competitiveness.

For example, when it comes to situations such as
responses to external environmental changes with great
impacts on the business and drastic
organizational/business restructuring, diversity
management is especially thought to be a great driving
force for the achievement of the management strategy,
while highly homogeneous organizational culture and habits
may inhibit the achievement of the management strategy. (See
P13 for details)

Establishing the environment where human resources
with the knowledge/experience required to achieve the
management strategy can demonstrate their abilities
enhances the effects of other various business-related
measures toward the achievement of the management
strategy.

Through such efforts, the purpose of the company and the
purpose of individuals (self-actualization) match, leading
to corporate value creation through the achievements of
missions/purposes for each.

Diagram: Relationship between diversity and inclusion of
knowledgel/experience and corporate value creation

Measures toward achievement of the
management strategy

Promotion D&] of Corporate
f DX GBI resgurce/
O -
experience :
capital

allocation

BUSIne§S Promotion

portfolio of SX/CX

management

atching/achievement of purpose of the

pany and purpose of individuals (self-
actualization)

Corporate value creation
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Problems those Specific
in charge face measures

Examples where diversity is an important factor for the achievement
of the management strategy

Examples where diversity is an important factor for the achievement of the
management strategy ;arget readers and
ow to read this

New entry to product/service markets and responses report
to external environments and such that have great Organizational restructuring, such as M&A, and major business

Table of Contents

Based on examples of domestic/
overseas companies, cases where

diversity is considered to be an

important factor in achieving the
management strategy have been
summarized as examples (*).
However, value-creation stories of
different companies and how they
position promotion of diversity differ
for each, and it is assumed that there
are cases other than these examples
where promotion of diversity is an
important factor in achieving the

management strategy.

impacts on the existing business, etc.

A BtoC manufacturers has successfully captured
customer needs even more by diversifying their own
product development perspectives, in response to
customer needs becoming more and more diversified.
They see promotion of diversity “as a means to achieve
business goals.”

In order to survive the intensifying industry competitions,

they felt a limit to following the extension of the past
process (past successful experience). Considering co-
creation of values with diverse stakeholders to be
necessary, they have positioned promotion of diversity
as a measure to transform the organizational culture
that can respond to such changes.

They promote system establishment, such as mid-
career recruitment and treatment systems for digital
human resources through digitalization of the business.

restructuring, etc. through selection and concentration

When two companies were merged in a major
restructuring of the industry, they aimed for an equal
merger, resulting in a management challenge that
required promotion of diversity in order to resolve

conflicts and such by companies with different corporate

cultures and working styles, among other aspects.

With businesses that cover a wide scope, they shifted to

a business company system according to the
management policy to respect expertise. Under the DEI
policy for the entire group, they established the
policy/structure for each business company regarding
detailed operations and have been promoting diversity
promotion measures while coordinating with the
management policy.
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» Considering that the cause of a scandal was the culture to
follow past examples, they took measures to transform
the culture of the company itself.

Entry to/expansion in/withdrawal from specific region/global market

* Inresponse to the overseas market ratio in sales _ _ _
exceeding 70% and the increase in foreign-nationeﬂ *  When business Strategles, human resources Strategles,
employees, they positioned promotion of diversity as etc. did not succeed or when various corporate risks come
one of the management challenges to be promoted to to light due to causes, such as the rigidity or
change the business and established a globally homogeneousness of the organization, they use the
standard mechanism to assess managerial levels. opportunities to redefine/reconsider what Diversity, Equity,

and Inclusion mean to their own company. 13
*Summarized based on disclosed information of domestic/overseas companies, interviews, and discussions in the study forum.



Problems that top

Specific
management faces

measures

Approach to Consideration Problems those
problems steps in charge face

Steps to consider diversity management policies

Corporate management strategies differ depending on
the business structure of each company and shared
ideas that can be the foundation or restriction in the
domestic/overseas society where the business is
promoted, and they are also prone to changes.

Due to this, it is necessary to design, as hypotheses, the
ideal human resource profiles required to achieve the
management strategy and the respective measures for each
of Diversity, Equity, and Inclusion in the mechanism where
these human resources create values. Such hypotheses
must be continuously reviewed depending on the changing
environment.

Next, it is necessary to refine the significance, objectives,
and necessity of Diversity, Equity, and Inclusion for each
company, clarify the principles according to the actual
situation, and share/disseminate it throughout the group.
Sharing of missions and purposes is also necessary to
enhance the unifying force of the organization with diverse
human resources possessing the knowledge/experience
required to achieve the management strategy.

Pages 23-25 and the column on P36 discuss the
importance of the assignment/selection process for the
board of directors as well as the president/CEO and
other top management executives for this purpose, as well
as the practical actions.

Diagram: Steps to consider diversity management policies

Business environments surrounding
companies and business structures
*Shared ideas that can be the foundation or
restriction in the domestic/overseas society
(including values, philosophy, etc.)

Reviewed in
response to changes
to the level above

Purpose of the company

Management strategy required to continue/grow in
the changing environment

Reviewed in
response to changes
to the level above

Respective measures for each of Diversity, Equity, and

Inclusion (see P6 for details) for human resources with
diverse knowledge/experience necessary to achieve the
management strategies to demonstrate their abilities

With diversity, it goes without saying that responses required of companies based
on social agreement from the perspective of respect for basic human rights are
necessary.
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also be closely followed.

Revisions of “Cabinet Office Order on Disclosure of Corporate Affairs,” etc.

(Disclosure of "Gender pay gap," "Ratio of women in
managerial positions,” and “Ratio of male workers taking [ J
childcare leave")

Publication of the Action Program for Accelerating Corporate Governance Reform:
From Form to Substance

. _ Establishment of the Working Group on Corporate
Enforcement of the revised (publication of Disclosure of the Financial System Council

information) Act to Partially Amend the Act on )

Childcare Leave, Caregiyerleave [ ] Revision of Japan’s Corporate Governance Code

Enforcement of the revised (developing publication 2020
of information) Act on Promotion of Women'’s Active T
Engagement in Professional Life [ ] Establishment of Corporate G(_)\(ernante Code
o @®2015
Enforcement of the Act on Promotion of Women's 5036~ ')
Active Engagement in Professional Lifg-‘ 4

Act on the Promotion of Public Understanding of the Diversity of A4,
Sexual Orientation and Gender Identity 60,

Ing, En_fpmerﬁéﬁtbf the Act on
Y 76q the Act on __CHildcare Leave, Caregiver
Release of Guidelines for Human Capital Visualization dva"?;':;mg‘fgaser;fafgﬁf dpr‘;ﬁ Ay Leave
(Cabinet Secretariat) @ @ 1992
Enforcement DM Equal o —
‘Opportunity ar reatment — cial =
C i - Finan
elg ra tiOn etween Men‘and Women in 1986 . . " gervices Agen®Y )
of 8 S Domestic

Japan promoted to a “P-member” for “TC260,”
an ISO special committee d
2018 / /
Release of 1ISO30414 (Human resource management - Guidelines for internal | @ /
and external human capital reporting) f

Mandate of human capital disclosure by the U.S. Securities and ' ! ¢
Exchange Commission (SEC) for publicly listed companies [ J ‘g

. o
o mpa\’\\es d | | " ! | @ USA: Enforcement of the Uyghur Forced Labor Prevention Act
c 0N \ \ f
de .‘2\‘ o™ \% [
n nct D, 2015 / 5
eas S > . . . J J @ Norway: Enforcement of the Transparency Act
“ﬁc\ose "oy \ Changes in situation /o Lo
\ /
{ ] 1 i i / @ Germany: Enforcement of the Act on Corporate Due
Surroundlng d|VerS|ty : / Diligence Obligations in Supply Chains
management '
g ’ o G7: G7 Trade Ministers' Statement on Forced Labour
Finalization of standards by the International Sustainability Standards Board (ISSB) ®

EU: Enactment of the “Corporate Sustainability Reporting Directive”(CSRD) and
adoption of the European Sustainability Reporting Standards (ESRS)

*Plotted in applicable years

Social changes (Light blue arrows) '
Changes in demands for \
companies (Black) \

Changes in environments surrounding companies in Japan

Situations surrounding companies’ diversity management have been drastically changing in recent years.
Demands and expectations by stakeholders toward companies in Japan have been expanding, and global trends must

Establishment of the Human
Capital Management Consortium

Launch of “study groups to
encourage human capital
management”

Ito Review 3.0 (Ito Review SX Edition)
Guidance for Collaborative Value Creation 2.0

® |TO Report for HCM 2.0

® Release of Guidelines on Respecting Human Rights
in Responsible Supply Chains

= ~-.ITO Report for HCM
e,

é\“o 'hi'"b,
N, /70’721, 'J’O/
Q, el 7

A
Yy, ';cre

\ \ A 2! EU: Enactment of the Corporate Sustainability Due
Ao Diligence Directive

L EU: Enforcement of the Batteries Regulation

EU: Enforcement of the Conflict Minerals Regulation

Australia: Enforcement of the Modern Slavery Act

England: Enforcement of the Modern Slavery Act
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w

Column

of Japanese social background

The topic of “promotion of diversity” always brings
up the question of “doesn’t that mean lowering the
bar for minorities?” For example, some would say
proactively recruiting women for managerial
positions and providing training opportunities to do
so are “measures to recruit them just for being
minorities even if they don’'t meet the recruitment
standard.”

However, based on the historical background
in Japan, various policies to promote women
to demonstrate their abilities are not for the
purpose of favorably treating women. They are
the measures to rectify the situation where
opportunities for women to work and
demonstrate their abilities were limited caused
by the deep-rooted social value that “work is
for men and childcare and housework are for
women” and the reality as a result (see
diagram). This is perceived as appropriate
provision of the “opportunities for women to
demonstrate the capabilities” that they already
possess by finding different assessment
systems, rather than lowering the recruitment
standard for women.

Such measures are also useful from the aspect of
competitiveness enhancement for Japanese
companies. In other words, it is necessary to
establish an environment where human resources
with the knowledge/experience required for the
company can be promoted and demonstrate their
abilities, regardless of the gender, nationality, age,
and other factors. If the system or norm based
on the conventional social structure (as
mentioned before) is an inhibiting factor for the
human resources to demonstrate their
capabilities, rectifying it will allow the company
to fully bring out the potential of the human
resources, who had been unable to fully
demonstrate their capabilities.

Significance of promotion of diversity from the perspective

For example, required management styles change
according to the changes of the social
environment, minds of workers, employment
customs, and other aspects. When it happens,
using new assessment systems in accordance
with the changed management style, instead of
the conventional assessment system, will allow
diverse human resources, including women and
those who would not have been recruited in the
conventional way, to be recruited for managerial
positions.

Figure: Time spent on housework by wives and husbands with
child(ren) under 6 years old (weekly average)

<Time spent on housework>

Dual-income households

(Minutes)
600

450

2006

Source: (Figure) Excerpt from “The White Paper on Gender Equality 2023” by the Cabinet Office

391
236 366 365
300
150 57 68 82 14
. m N

Wife

Husband

2016 2021 (Year)
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It is expected that it will change from society in
which excess and deficiency of workers are
determined based on the shifts on the demand
side, such as industry condition and corporate
performance, to society in which labor force
provision is restricted, where labor force
provision itself will bottleneck, by 2040. The
recruitment sufficiency rate for new
graduates in 2024 was the lowest in 11

years*1.

Under such difficult circumstances, working
environments for employees have been
improving through measures by Japanese
companies who are also considering the trend for
recent young employees to focus on work-life
balance*2*3.

On the other hand, working life values for
young employees in the future seem to be
becoming multipolarized in aspects other than
work-life balance, as the diagram below
shows*4. As values are becoming more
diversified in all generations and not just for
young people, we must consider how we can
fully utilize each individual.

Diversity management in terms of labor market

In order for Japanese companies to maintain the
business and continue growing, it is also
important for them to reconsider the stance
of promoting human resources by utilizing
them through means, such as yearly-based
management by academic background, with
the basis of employing new graduates. It is
also necessary to create the environment
within the workplace where each and every
employee with diversified values to be able to
realize their own purpose in the future.

Diagram: Multipolarized values of young employees

(=]

[A] I want to work for the current
company for a long time

[A] I want to try different works in the
company

[A] I want to have a job with good salary
even if it means I'll be busy

[A] I want my main focus to be my work ﬂ 39.5

1l

100
[B] I want to change jobs if an attractive
29.7 17.9 company comes along
[B] I want to build my expertise in the
33.6 10.0 company
[B] I want to work in peace even if the salary is
37.5 11.3 low
323 [B] I want to focus on my private time

*1 Saiyo mitoshi chosa (Shinsotsu: 2026 nen sotsu) (in Japanese) [Recruitment Outlook Study (New
Graduates: Graduated in 2026)] by Recruit Works Institute (Issued on December 20, 2024)

*2 Daigakusei, daigakuinsei no hatarakitai soshiki no tokutyo (in Japanese) [Characteristics of
Organizations Where University/Graduate School Students Want to Work: Those Graduated in
2024] by Shushoku Mirai Institute (2023)

Source:

HCloser to A

HCloser to A than B
Closer to B than A
Closer to B

*3 Comparison according to Japanese Panel Study of Employment Dynamics by Recruit Works Institute
*4 \Wakate ikusei jokyo kensho chosa (in Japanese) [Study on Training Situations of Young Employees] by
Recruit Works Institute (2022) The figure is an excerpt from the material mentioned on the left.
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In the Guidelines for Human Capital Visualization
released by the Cabinet Secretariat, disclosure
involving diversity is regarded important in both
perspectives of “risk” management by companies
for social responsibilities and strategic “value
enhancement,” such as innovation and

productivity. (See figure below)

The Japan’s Corporate Governance Code (June
2021 version) also presents the ideas for directors
to ensure diversity for the purpose of

sustainable corporate growth.

In fact, institutional investors see diversity
management as key themes in dialogs/voting. In
the general meeting in June 2022, the average
opposition rate of domestic/overseas investors
drastically increased when there were zero
“female executives” as well as “female

directors.”

Based on this situation, companies need to explain
to investors not only through the indicator data
corresponding to their own situation but also
through disclosure and dialogs including narratives
regarding how diversity leads to their own value
creation, how they perceive the current state in
order to achieve this, and what kind of measures

they will promote. (See the column on P37 for

Diversity management in terms of capital market

Furthermore, the means of dialogs and investment
decisions would differ for different investors,
depending on the operation method. Moreover,
some investors have also been changing policies
regarding handling of diversity. It is important to
consider how to appeal (disclose) to what kind
of investors for what purpose, rather than seeing

the capital market as a single group of “investors.”

details)
Diagram: Concept of disclosed items in the Guidelines for Human Capital Visualization
Examples of disclosed items
Development Mobility Diversity Health/Safety Labor practice
| Engagement o C(}mpr\‘lance
Kill/ . . Mental |Physical Child labor/ | \Wage Ethies
Leadership |Deve“,pmem Expser'lence Promotion | yainenance Succession Diversity :\‘n::ills:; Childeare h:;ll?\ hgalth Safety plr_::t?cre FIZLC:rd lairngss Benefits | Featonsn

Perspective of “value
enhancement”

Express strategic measures for
corporate value enhancement in order
to be perceived favorably by investors

Perspective of “risk” management

Avoid negative assessment (such as
devaluation and divestment) by responding
to risk assessment needs of investors

Source: (Figure) Excerpt from the Guidelines for Human Capital Visualization by the Cabinet Secretariat https://www.cas.go.jp/jp/houdou/pdf/20220830shiryoul.pdf with partial addition by the Secretariat.
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3. Problems faced when working on diversity
management and measures to enhance
competitiveness through diversity management




Problems that top

Approach to

Problems that directors and others in charge of diversity management face when
Implementing specific measures

So far, the significance of diversity
management has been explained as
a means to achieve the
management strategy for the
purpose of
maintaining/strengthening corporate

competitiveness.

However, directors and others in
charge of diversity management
face various problems when actually
promoting diversity management for
the purpose of corporate value
enhancement. Some of the specific

voices are as follows*:

Uniform initiatives at the group/business level alone
are insufficient to achieve meaningful impact.

» Diversity is different in each group company/region.

» Necessity to ensure diversity also differs between departments
and occupations.

In some cases, the concept of diversity
management itself is not well understood.

There is the difficulty to make a change in the HR system and
operation process, which have been built based on Japan’s own
customs and the idea of following precedents.

There are still many people saying that focusing the
system/process on specific groups would exclude other groups.

The relations between ethical responses (basic measures based
on respect for human rights) and legally-required responses
(establishment of systems and disclosure of information
regarding specific indicators) and diversity promotion measures
as management rationale are hard to comprehend, making it
difficult to promote coordination.

There are excessive expectations toward promotion of diversity.
Measures are being promoted without realizing that there are
positive and negative impacts on the workplace.

What kind of stance/response should be taken when the
positioning of diversity management may change due to
stagnation of ESG investment and overseas trend, among other
aspects?

Problems that directors and others in charge of diversity management face

It is difficult to prioritize initiatives.

« Since there are too many matters to promote as a company, it's

difficult to determine how much commitment and resource should
be allocated to diversity management.

» Long-term goals in diversity management promotion are easy to

establish, but medium-term targets for the range of several years
are difficult to establish.

Fragmented HR management within corporate groups
poses challenges to promoting diversity management
across group and global operations.

+ Personnel departments in different bases of the group had
not coordinated with each other before, including the data
aspect.

It is difficult to change
actions/mindset of each employee.

Information disseminated by the leader and their daily
speech and behavior are not consistent.
Leader leading the global team has insufficient capabilities.

Employees themselves fix their own roles and would not
voluntarily utilize the environment where they can utilize
diverse knowledge/experience.

There are a certain number of people who consider diversity
management as “something that doesn’t affect them.”

Increasing diversity has led to additional costs.

Trying to unify the intentions of diverse human resources is difficult,
causing the organization to be prone to lacking a sense of unity.

There are communication costs involved where diverse human
resources exchange opinions and ideas.

*Representative problems were summarized based on disclosed information of domestic/overseas companies, interviews, and discussions in the study forum.
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Problems that top
management faces

Approach to Consideration
problems steps

Problems those Specific
in charge face measures

Measures to enhance competitiveness through diversity

Based on the problems that companies face when
promoting diversity management, which had been
discussed up to the previous page, we present the
recommended “actions” for companies as the tips to
consider the necessity of each of “Diversity,” “Equity,”
and “Inclusion” in the manner best suited for the
company and to take corresponding measures,
starting on the next page.

This, however, does not mean that the presented
actions should directly be adopted to each company
and promoted without practical changes. Actions to
be selected change depending on aspects, such as
the company’s management environment and
challenges that they face. We hope that readers will
utilize this material by carefully considering the necessity
of each action and pick and choose in order to enhance
the company competitiveness.

[Examples of challenges and action measures]

The actions presented here are those presented in the
“Diversity 2.0 Action Guidelines” (*), which was released
in March 2017, as actions required for companies to
practice diversity management, which have been
revised and summarized based on the discussions of
this study forum.

Before readers proceed to the actions, it should also be
discussed the importance of establishing the so-called
“‘inclusive” culture that can accept diversity of human
resources. Establishment and transformation of
culture cannot be achieved overnight. They are only
achieved through the process of diversity
management measures (specific actions (0) through
(6) provided starting on the next page) being
disseminated and maturing within the company.
They will be the driving forces to further accelerate
corporate diversity management.

. Group/business departments only promoting uniform measures do not produce effects => See mainly actions (0), (1), (2), and (3)

. Human resource management within the group is divided, and the environment is not sufficient to start diversity management on a

global scale as a whole. => See mainly (0), (1), and (2)

. Prioritizing measures is difficult => See mainly (0), (1), (6)

. The concept of diversity management itself is difficult to be comprehended in some cases => See mainly (1), (4), and (5)

. Changes in the actions/mindset of each employee are difficult => See mainly (4), (5), and column on P36

. Increased diversity is creating more cost => See mainly (0), (3), (4), and (5)

(*)Ministry of Economy, Trade and Industry Diversity 2.0 Action Guidelines https://www.meti.go.jp/policy/economy/jinzai/diversity/h30_guideline.pdf



https://www.meti.go.jp/policy/economy/jinzai/diversity/h30_guideline.pdf

Recommended actions for companies

Problems that top

Approach to Consideration
management faces

problems steps

(Revisions of actions in Diversity 2.0 Action Guidelines)

Problems those Specific
in charge face measures

(0) Establishing foundation
to promote actions

(1) Establishing diversity
management policies

(2) Building the structure
and framework

(3) Establishing environments and
rules that reflect business and
regional characteristics

(4) Action/awareness reform
of managerial positions

(5) Action/awareness reform
of employees

(6) Information Dissemination

and Dialogue with the
labor market/capital
market

*The process of actions (0) to (6) above spreading/maturing within the company promotes the cultivation of inclusive culture where diverse human resources can demonstrate their abilities.
*New/old comparison with Diversity 2.0 Action Guidelines has been summarized in Attachment 1. *The Ministry of Economy, Trade and Industry is scheduled to summarize/add specific

m

It is important for the board of directors as well as the president/CEO and other top management executives to ensure diversity of knowledge/experience and have the strong
belief to utilize diversity. Based on that, define the human resources portfolio necessary for the achievement of the management strategy by considering the business environment
and business structure that differ for each company, and aim to disseminate it, including the purpose. Also establish the foundation, including the systems required for the human

resources to demonstrate their abilities. The company fulfills the corporate responsibility to respect human rights as the basis for them.

Under the strong commitment of the board of directors as well as the president/CEO and other top management executives, consider the necessity and concepts for Diversity and
Equity and how Inclusion should be in order for human resources required to achieve the management strategy to demonstrate their abilities. Based on this, clarify the diversity

management policies and aim to disseminate them throughout the organization. Furthermore, formulate KPIs/roadmap and track/manage the progress through data to continue

refining the measures.

To continuously promote diversity management company-wide, establishing the (top-down) structure in which the board of directors as well as the president/CEO and other top
management executives are responsible for execution, and ensuring the (bottom-up) framework in which employees are involved with diversity management measures and their voices

are delivered to the board of directors as well as the president/CEO and other top management executives.

Keeping in mind the fact that ways of Diversity, Equity, and Inclusion are diverse depending on the nature of the business and region, review operation processes and systems so that

employees with various knowledge/experiences working in each department, country, and region can demonstrate their abilities.

Develop/recruit managers who can utilize employee diversity through means, such as assessment of their efforts/creativity.

Establish diverse career paths and develop career ownership to help each and every employee take autonomous actions and grow in order to encourage employees to sympathize with the
company’s (organization’s) purpose and contribute to the realization of the purpose by utilizing their unique strengths. Establish the environment and provide support so that each and
every employee is involved with diversity management measures and performs daily operations with the awareness for the concepts of Diversity, Equity, and Inclusion.

(6)-1 (Labor market) Formulate/execute consistent human resources strategies to secure human resources required to achieve the management strategy and effectively transmit the details,
monitoring results, and achievements to the labor market.

(6)-2 (Capital market) Proactively transmit to investors the policies/measures for diversity management that would lead to enhancing corporate value via appropriate media and hold

dialogs.

measures and release as attachment 2 in FY2025 or later.
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Action (0)

Problems that top Approach to Consideration
management faces problems steps

Establishing foundation to promote actions

Details (Repeated)

It is important for the board of directors as well as
the president/CEO and other top management
executives to ensure diversity of
knowledge/experience and have the strong belief to
utilize diversity. Based on that, define the human
resources portfolio necessary for the achievement
of the management strategy by considering the
business environment and business structure that
differ for each company, and aim to disseminate it,
including the purpose. Also establish the
foundation, including the systems required for the
human resources to demonstrate their abilities. The
company fulfills the corporate responsibility to

respect human rights as the basis for them.

Measure

Enhancing the supervision function
of the board of directors, selection of
the president/CEO and other top

management executives

Formulating the management strategy
based on the business environment
and other aspects that differ for each
company, dissemination of the
purpose, and definition of the ideal
human resource profiles required to
achieve them

Formulating consistent human

resources strategies

Establishing fundamental
mechanisms, such as human
resources systems to accept
human resources with the
knowledge/experience required to
achieve the management strategy

Measures to respect human

rights

Detailed description

Members who are not restricted by internal logics take the lead to review the structure of the
board of directors in order to enhance the supervision function of the board of directors. When
doing so, selections are made by considering the promotion of knowledge/experience diversity
and growing out of homogeneousness according to the business model of the respective
company. Based on that, the president/CEO and other top management executives, who

demonstrate their conviction through actions in addition to words, are selected.

In order to continue and maintain growth in the changing environment, formulate the management
strategy with the appropriate awareness toward the business environment and business
structure of the respective company and disseminate the company’s purpose throughout the
organization to ensure the unifying force for the organization. Clarify the desired ideal human
resource profiles from the perspective of what kind of human resources are required to achieve

them.

Consider/organize the “human resources portfolio (optimal constitution of human resources)” to be
achieved over medium- to long-term, based on the desired ideal human resource profiles.
Formulate and execute the human resources strategy, which is consistent throughout the steps

of promotion, development, recruitment, and retention.

Change the conventional human resources assessment system into a multiaxial one after
clarifying the jobs so that human resources with the knowledge/experience required to
achieve the management strategy can be appropriately assessed. Also promote the
establishing foundation, which perceives the entire global scale as one company, by
establishing a global grading system and key positions, visualizing human resources, and creating
a database, among other efforts.

Declare the commitment to fulfill the corporate responsibility to respect human rights and take

measures to prevent, stop, and mitigate negative impacts on human rights.

Problems those Specific
in charge face measures
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Action (1)

R

Problems that top

Approach to Consideration
management faces

problems steps

Establishing diversity management policies

Problems those Specific
in charge face measures

Table of Contents

Details (Repeated)

Under the strong commitment of the board of
directors as well as the president/CEO and other
top management executives, consider the necessity
and concepts for Diversity and Equity and how
Inclusion should be in order for human resources
required to achieve the management strategy to
demonstrate their abilities. Based on this, clarify the
diversity management policies and aim to
disseminate them throughout the organization.
Furthermore, formulate KPIs/roadmap and
track/manage the progress through data to continue

refining the measures.

Measure

Clarificating diversity
management policies

Formulating KPIs/road
map

Measuring and tracking
the progress

Commitment by both the

board of directors as well as
the president/CEO and other
top management executives

Detailed description

Target readers and
how to read this

report
Considering the company’s management strategy and stakeholders, define the
necessity and concepts for Diversity and Equity and how Inclusion should be for the 1
respective company and clearly present the policies for the measure to promote

diversity management that would lead to enhancing corporate value. Share the

Message to top

policies throughout the organization and disseminate them so that measures based management
on the above are taken in all aspects of corporate activities. *It is also possible to

consider diversity promotion policies from the perspectives of
maintaining/strengthening the supply chain in addition to one’s own company. 2

Establish the “goals” (KPIs) based on the diversity management policies and

formulate the road map required to achieve them. When doing so, the value goals and

Solutions to problems
faced by management
team members with
regard to the promotion
of diversity

the road map should consider the current diversity status of the company and its

business domains and regional characteristics.

Collect/analyze/share data by utilizing databases and other means to continuously monitor the
current state and challenges of diversity management promotion from both quantitative and

qualitative aspects under the supervision of the board of directors and review the

3

Problems faced when
working on diversity
management and
measures to enhance
competitiveness
through diversity
management

goals/policies as necessary. Proactively disclose information to internal/external stakeholders.

At the same time, promote the measures while monitoring the KPIs by the units of business

and department in the appropriate manner for the company.

(Reference)
Company initiative
examples related to
actions, columns

The board of directors as well as the president/CEO and other top management executives

themselves commit to the dissemination of diversity management policies and execution of the

KPIs/road map and continuously review the contents through repeated discussions in

management meetings as well.

| 24



Action (2)

Problems that top Approach to Consideration
management faces problems steps

Building the structure and framework

Details (Repeated)

To continuously promote diversity management
company-wide, establishing the (top-down)
structure in which the board of directors as well as
the president/CEO and other top management
executives are responsible for execution, and
ensuring the (bottom-up) framework in which
employees are involved with diversity management
measures and their voices are delivered to the
board of directors as well as the president/CEO and

other top management executives.

Measure

Establishing the
structure on the

management level

Establishing the bottom-

up framework

Coordinating with

business departments

Assessment of the
president/CEO and other top

management executive

Detailed description

In order for the board of directors as well as the president/CEO and other top
management executives to promote diversity management throughout the company in
a continuous and effective manner, establish the structure incorporating the top
management. It is especially important that the president/CEO and other top
management executives take responsibility for the execution of measures. Also
organize the coordination structure and division of roles with holding companies and
major affiliated companies to promote the measures throughout the group.

Establish the framework that allows two-way communication with employees so
that the board of directors as well as the president/CEO and other top management
executives can properly comprehend the differences in challenges and progress
regarding Diversity, Equity, and Inclusion due to differences in the business domain

and region and execute the measures.

Departments promoting diversity management coordinate with each business
department to encourage the business departments to execute the measures

based on the strategy by taking initiatives.

In order to enhance the effectiveness of diversity management, include assessment
criteria, which take promotion of diversity and growing out of homogeneousness
into consideration, in the assessment indicators for the president/CEO and other

top management executives in charge of executing the business strategy.

Problems those Specific
in charge face measures
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Problems that top Approach to Consideration Problems those Specific
. management faces problems steps in charge face measures
Action (3)

Establishing environments and rules that reflect business and

1 1 1 Table of Contents
regional characteristics
Details (Repeated) Measure Detailed description Target readers and
how to read this
L . . report

Keeping in mind the fact that ways of Diversity,

Equity, and Inclusion are diverse depending on the Realization of diverse and Review systems and such that would allow flexible and diverse working styles 1

nature of the business and region, review operation flexible working styles for employees, including managerial positions, so that human resources Message to top

processes and systems so that employees with with the knowledge/experience required to achieve the management strategy management

various knowledge/experiences working in each can demonstrate their abilities in various situations, as people’s awareness

department, country, and region can demonstrate toward working styles is becoming more diverse. 2

their abilities. Solutions to problems

faced by management
team members with

Review of operation Establish an environment where human resources with the L?%?\r/‘;rgt;he promotion
processes knowledge/experience required to achieve the management strategy can
demonstrate their abilities by reviewing all of the existing operation processes 3

Problems faced when
working on diversity
management and
measures to enhance
competitiveness
through diversity
management

and re-establishing the functions, operation flows, organizations, information

systems, and other aspects through DX and other efforts.

(Reference)
Company initiative
examples related to
actions, columns
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Action (4)

Problems that top Approach to Consideration
management faces problems steps

& Action/awareness reform of managerial positions

Details (Repeated)

Develop/recruit managers who can utilize employee
diversity through means, such as assessment of

their efforts/creativity.

Measure

Establishing the
mechanism to update and
promote management by

managerial positions

Development/recruitment of
leaders that can perceive
changes as opportunities

and respond accordingly

Promotion of management
to help diverse human
resources to demonstrate

their abilities

Detailed description

Promote the management of diverse human resources by managerial positions by
including multiaxial standards for assessment of managerial positions themselves
and human resources assessment/job assignment of subordinates and items taking
promotion of diversity under consideration. Having a multiaxial assessment system
would also become an incentive for managerial positions with diverse

knowledge/experience.

Promote understanding among managerial positions of various departments
regarding the significance of diversity promotion in terms of the management strategy
as well as the roles of managerial positions. Develop and recruit managerial position
people who can incorporate diverse opinions of their subordinates, lead them to

organizational changes, and create innovations as the result.

Help managerial positions gain management capabilities that would allow them to
have dialogs with subordinates to deepen each other’s understanding and establish
an environment with a high level of psychological safety where they can discuss
questions and ideas without hesitation.

Also help them gain management capabilities to help human resources with diverse
knowledge/experience to demonstrate their abilities by promoting diverse working

styles within the respective department and reviewing operational designs.

Problems those Specific
in charge face measures

Table of Contents
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report
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Problems that top Approach to Consideration Problems those Specific
ACtl on (5) management faces problems steps in charge face measures

m Action/awareness reform of employees Table of Contents
Details (Repeated) Measure Detailed description Target readers and
how to read this
) ) report
Establish diverse career paths and develop career Establishing diverse Develop not only uniform career paths but also “diverse career paths” where
, ishi iv
ownership to help each and every employee take human resources with different lifestyles and values can demonstrate their 1
, . career paths
autonomous actions and grow in order to abilities Message to top
) ) ' management
encourage employees to sympathize with the
company’s (organization’s) purpose and contribute Sevelon Develop the ownership for the career of individuals also to refine the strength
eveloping career .
to the realization of the purpose by utilizing their Ping of each person through employee assignment and career support. Also 2
ownershi i i ; -
unique strengths. Establish the environment and P cultivate the workplace environment to help employees to enhance their own ;?;ES%@S&E;?:;Z;
provide support so that each and every employee is diversity by accumulating diverse experiences in work as well as private, such trzgr;r gﬂtin:::r;r(\;vmﬁon
involved with diversity management measures and as self-improvement and childcare leaves, and accept and collaborate with of diversity
performs daily operations with the awareness for diverse people with different attributes and values than themselves. 3
the concepts of Diversity, Equity, and Inclusion. Problems faced when
Provision of opportunities to Provide learning opportunities for each employee to understand the working on diversity
management and
help people understand the significance of Diversity, Equity, and Inclusion and practice them in daily measures to enhance
L . competitiveness
significance, necessity, and operations while demonstrating leadership in order to realize it, as well as through diversity
. . . . management
importance of Diversity, Equity, opportunities for them to be involved with various measures.
and Inclusion (Reference)

Company initiative
examples related to
actions, columns

Provision of learning Provide opportunities for them to realize and reflect whether or not they have

opportunities to remove unconscious bias based on past experiences and observation.

unconscious bias
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Problems that top Approach to Consideration Problems those Specific
. management faces problems steps in charge face measures
Action (6)

(6)-1 Information Dissemination and Dialogue with the Labor Market
(6)-2 Information Dissemination and Dialogue with the Capital Market Table of Contents

(6)-1 Information Dissemination and Dialogue with the Labor Market Target readers and

how to read this

Details (Repeated) Measure Detailed description eper
Formulate/execute consistent human resources . . o Practice creativity through recruitment means, timing, and other aspects, effectively l\illzessage to top
strategies to secure human resources required Effective dissemination transmit information regarding the measures for diverse employees to fully management
to achieve the management strategy and and dialogue with the demonstrate their capabilities, such as the company’s human resources strategies and
effectively transmit the details, monitoring labor market systems for diverse and flexible working styles, and deepen communication with the 2
results, and achievements to the labor market. information recipients so that these points can be appealed to human resources

Solutions to problems

. faced by management
desired by the company. - m’émbersgwim
regard to the promotion

of diversity
(6)-2 Information Dissemination and Dialogue with the Capital Market 3
Details (Repeated) Measure Detailed description Problems faced when
working on diversity
management and
measures to enhance
. . . phe
Proactively transmit to investors the Effective dissemination Proactively transmit information to and communicate with investors through tcr?rr:l?;hl c',‘i"jgres‘?fy
policies/measures for diversity and dialogue with the disclosure, dialogs, engagement, and other means. Especially provide explanations management
; regarding diversity measures, including knowledge/experience diversity of the
management that would lead to capital market _ : _ e (Reference)
boards of directors, and the connection between promotion of diversity and e;ar:np;?s/ 'rr;'lg‘?;'(‘j’eto
enhancing corporate value via appropriate corporate value enhancement. The desirable information transmission media actions, columns

media and hold dialogs. include materials disclosed in medium-term management plans, annual reports,

corporate governance reports, and securities report (MD&A), which are utilized by

investors for investment surveys and such.
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3. (Reference) Company initiative examples related to actions,

columns

» The next and following pages will introduce examples of action-related measures by
companies (prepared by the Secretariat) as well as columns

* Please read the examples of measures from the perspective of why these me
are being promoted based on the necessity in terms of managemen




Management strategy, management challenges (P7)

Action linked to the challenge above

As the development of new drugs has been
prolonging and becoming more difficult, it was
becoming increasingly necessary for project
managers to manage a large number of human
resources, involve people with diverse backgrounds
with project without guaranteed success, continue
discussions in inclusive environments, and promote
the projects over long periods.

Interviews with employees brought to light that
challenges inhibiting innovation included “not taking
on challenges of innovation because of the fear of

failure,” “conservative goal setting,” “presence of old
systems/processes that have lost flexibility,” and
“concept of leadership to create innovative ideas is

unclear.”

Source: Astellas Pharma Inc.“Integrated Report 2024” (2024)

Based on these challenges, they established the
three factors of “Transformational Leadership,”
“Result Driven,” and “Global Mindset” for the
required leader figure and select successors by
requiring that they are equipped with these factors.

They promote succession planning with the policies
of “completely integrated global succession

”

planning,” “ inclusion of succession candidates from
outside, not just from inside,” “free competition,” and
“always having the right people for the right positions
through annual reviews” in order to
promote/develop/appoint leaders equipped with the

factors above.

Action result

The succession planning operation result shows

70% of new appointments to division head level

Develop leaders who can perceive changes as opportunities and respond accordingly and operate in a unified manner

throughout the group on a global scale in order to achieve the management strategy
(*Also related to Action (4))

positions in FY2023 were from the succession plan.
Among these, 81% of the appointments are from the
successor stage “Ready Now” (state in which they
have the expertise and leadership required in the
necessary positions).

12% were from outside of the company. Starting with
the succession planning in FY2023, they mandated
that human resources from outside of the company
were included in successors, building the structure
that allows them to appoint the optimal human
resources from not only within the company but also

outside of the company.

Table of Contents

Target readers and
how to read this
report

1

Message to top
management

2

Solutions to problems
faced by management
team members with
regard to the promotion
of diversity

S

Problems faced when
working on diversity
management and
measures to enhance
competitiveness
through diversity
management

(Reference)
Company initiative
examples related to
actions, columns

| 31



Establishing the human resource management structure linked to the global matrix structure of Business/Function
and Region, positioning the factor of diversity promotion as one of the global talent management policies(*Also related to

actions (2) and (4))

Management strategy, management challenges

To continue creating value by responding flexibly and
drastic changes in the business environment, it is important
to develop people who can quickly adapt to such changes
and create effective strategies for the future, and to fully
realize their respective potential.

With the purpose of further promoting globalization, they are
establishing the management structure rooted in their bases

throughout the world to always have the right people for the
right positions on a global scale, regardless of where they
are hired and they are accelerating sophistication of talent
management on a global basis, the development of
professionals and the success in various overseas regions
by strengthening the foundation.

It is necessary to continuously transform the wide range of
global business portfolio in order to provide cross-industry
real solutions to increasingly complex social issues and
create economic and social values.

Management strategy, actions linked to challenges

They promote a “global matrix structure” that enables
flexible and agile collaboration along business/function and
regional axes. By lowering organizational boundaries
between business units, corporate staff divisions and
regions, they aim to create new value by combining their
cross-industry strengths with various overseas regions and
group companies.

Their human resource management is also promoted in
linkage with this global matrix structure. They develop
human resources strategies, practices and environments by
collaborating across business/function and regional axes to
train employees and support the success of people that
create value on a global basis.

In order to put their concept of talent management into
words and to draw up a common vision for both individual
employees and the company as a whole, they formulated
the “Global Talent Management Policy” in 2024 for the
entire group on a global scale.

In the “Global Talent Management Policy,” they summarize
their HR strategy from the perspectives of “corporate
culture” and “development and opportunities” and describe
the ideal characteristics of employees that they seek to
cultivate.

They position “Striving for inclusive culture” as one of the
factors for their vision of employees and state that strive for
“Individuals who can think freely and accept different
viewpoints in an open-minded corporate culture and work
with colleagues to turn diversity into a force for innovation in
an inclusive environment.”

Action result
They have introduced “Bloom,” which is their original human
resource foundation that can be utilized globally and allow
them to understand the framework of human affairs and

appraisals as well as understanding individuals to support
the autonomous career formation of our employees and to
allow the right people to excel in the right places regardless
of their location or attributes.

As of July 1, 2024, the ratio of line managers among
regionally hired employees at Mitsui & Co. overseas
locations is 18%.

HRBP

16 business units/corporate
staff divisions
Persons in charge of human
resources/managers +
overseas unit CHRO

16 business
units

Corporate
staff divisions

Group
affiliated
companies

Overseas
units/blocs

CoE

Human Resources &
General Affairs Division’

System planning
CHRO

HREEBF  Human Resource Business Partner

OPE

Human Resources &
General Affairs Division
+ MBPIMHR

System operation

Employee support
CoE  Center of Excellence System planning
OPE  Operational Excellence System operation
MEF  Mitsui & Co. Business Partners Ltd.

MHR  Mitsui & Co. HRD Institute

Shared services
Human resources

development/training

Source: MITSUI & CO., LTD.“GLOBAL TALENT MANAGEMENT POLICY” (2024), “Human Capital Report 2024” (2024), “Mitsui Integrated Report 2024” (2024)

Table of Contents

Target readers and
how to read this
report

1

Message to top
management

2

Solutions to problems
faced by management
team members with
regard to the promotion
of diversity

S

Problems faced when
working on diversity
management and
measures to enhance
competitiveness
through diversity
management

(Reference)
Company initiative
examples related to
actions, columns

| 32



Establishing diversity management policies

Case study [Action

Astellas Pharma Inc.

Management strategy, management challenges (P7)

As the development of new drugs has been prolonging and becoming more difficult, it was
becoming increasingly necessary for project managers to manage a large number of human
resources, involve people with diverse backgrounds with project without guaranteed
success, continue discussions in inclusive environments, and promote the projects over long
periods.

Interviews with employees brought to light that challenges inhibiting innovation included “not
taking on challenges of innovation because of the fear of failure,” “conservative goal setting,”
“presence of old systems/processes that have lost flexibility,” and “concept of leadership to
create innovative ideas is unclear.”

Management strategy, actions linked to challenges

Based on the challenges above, they have defined the necessity and concepts for Diversity
and Equity and how Inclusion should be for the respective company to enhance corporate
value as follows.

Significance * When people are treated with respect and valued for who they are and what talent they
of bring, they speak up and share brave ideas in unimaginable ways.
Engagement

Significance * When organizations have diverse people, leaders and suppliers, they more fully
of Diversity represent the patient community, are better positioned to understand and address
patients' unmet needs and create sustainability in all its forms.

Significance * When people are seen and treated as the individuals they are, barriers are eliminated,
of Equity and their unique needs are met, they can enjoy optimal health and the fullness of the
value they bring is unleashed.

Significance * When we foster inclusive environments that create psychological safety, a sense of
of Inclusion belonging, and empowerment, there is high-quality and efficient collaboration, problem-
solving, decision-making, innovation and ultimately, VALUE creation.

Astellas Pharma Inc. | OMRON Corporation

OMRON Corporation

Management strategy, management challenges (P8)
They started promoting efforts with the awareness that there was an urgent need
to drastically and sustainably enhance the capabilities to create innovations.
They defined innovation as “diverse people and capabilities merging together and
existing knowledge and experiences making chemical reactions with the
knowledge and experiences from different careers, backgrounds, and cultures,
resulting in creation of new ideas.” It was necessary to form teams integrating
diverse human resources and capabilities to aim for an organization/company
where such diverse human resources can demonstrate their abilities, or to
accelerate Diversity & Inclusion as a management strategy in other words, rather
than only members with existing knowledge and experiences continuing to take on
challenges.
It was necessary for them to limit their own measures to accelerate Diversity &
Inclusion and concentrate their resources in order to clarify how much new value
creation was achieved and how the efforts ultimately led to the enhancement of
the corporate value.

Management strategy, actions linked to challenges

Based on the challenges above, they have defined the necessity and concepts for
Diversity and Equity and how Inclusion should be for the respective company to
enhance corporate value as follows, in the manner that allows the company to
have inspirations for their actions, rather than stating what they seek in
employees.

Definition of Attract diverse people who will take on the challenges of the creation of a
Diversity better society

Definition of Unleash the passion and ability of each individual, create innovation by
Inclusion bringing our diverse personalities together and share the fruits of our labor

Source: Astellas Pharma Inc. website https://www.astellas.com/jp/sustainability/diversity-management OMRON Corporation Material provided by Committee member Masahiko Tomita for the 1st study forum
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Source:

Establishing a cross-organizational internal committee to consider 1&D measures in order to achieve the

group mission, chaired by the CEO

Management strategy, management challenges

In order to achieve their mission of “Circulate all forms of
value to unleash the potential in all people”, Mercari holds

that itis important to establish an environment where
talent with diverse perspectives and skills can work with
ease in order to strengthen the foundation for creating
innovation.

Based on the above thinking, I&D (Inclusion & Diversity)
activities were started by employee volunteers in March
2018. It launched as an official organization led by HR-
related departments in February of 2019. Since then, they
have promoted various initiatives, including improving HR
policies to create an environment where anyone can work
authentically, and cultivating communities for employees
to support each other. The initiative accelerated internal
diversity as a result, approximately 50% of the engineering
organization in Mercari Tokyo office consists of non-
Japanese nationalities (as of January 2021). Beyond
promoting diversity in terms of nationality, Mercari thought
that in order to ensure competitive advantage, but the
entire company needed to also further enhance 1&D as
one of the key management strategies.

perspectives of individual employees” (2021)

Management strategy, actions linked to issues

With Yamada Shintaro, the Director, Representative
Executive Officer, and CEO of Mercari, as the chairperson,
Mercari established the “l&D Council”, an internal
committee for cross-organizational discussions focusing
on the most prevalent topics surrounding 1&D challenges
for the Mercari Group.

The organizational structure is directly overseen by the
CEO. Under his strong leadership, people involved or in
charge of various I&D policies promote measures. They
also share the progress of policies with representative
Vice Presidents, while comprehending the 1&D challenges
of each department, which are issued by top management
personnel through representative Vice Presidents.

Specific measures include establishing medium- to long-
term goals by through creating the 1&D Roadmap,
company-wide discussions on prioritizing 1&D policies
based on the needs of business, organizational growth,
and human resources development, identification of 1&D-
related challenges in each organization as well as
promotion of 1&D policies, and monitoring/assessment of
individual goals related to 1&D for top management.

Past discussions include the positioning of 1&D in light of
the updated mission, the ideal vision of “all people” and
“diverse organization,” in the mission and policies to enact
them ,and formulation of the Basic Human Rights Policy.

Action result
The efforts have helped guarantee continuous

commitment to internal inclusion & diversity by the top
management, creating a structure that allows them to
make cross-organizational decisions in a swift and bold
manner.

Report Approval

1&D Council

Chair Executive members
Representative Executive Senior Vice-President (SVP)

Officer and CEO: e 5
Shintaro Yamada Vice-President (VP)

HR Leader Emﬂ‘ﬂlgee m&'gl;ers Advisor
joldings i
ICHRO Marketplace (MK) Outside
Director of HR Fintech (FT) Director
And other company
representatives.

Coordination/
moderation

Verbalization of
decided policies

Mercari, Inc. “Mercari establishes “D&l Council,” an internal committee under direct management of the CEO for the purpose of establishing globally competitive teams that respect diverse experiences and

Material presented by Mercari, Inc. for the research group on highly-skilled foreign professionals by the Ministry of Economy, Trade and Industry (January 2024)
https://www.meti.go.jp/shingikai/external_economy/highly_skilled_foreign/pdf/003_06_00.pdf
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characteristics

Establishing environments and rules that reflect business and regional

Case study |, 3)

Hitachi, Ltd.

Establish a Group-wide strategy, along with aspirational goals and governance structures tailored to each business
and region, based on their industry focus and market.

Management strategy, management challenges

Hitachi started the transformation of their business strategy

after the management crisis in 2009. As part of this

process, the top management emphasized the necessity to

review the conventional human resources strategies.
Based on this, they needed to position diversity, equity,
and inclusion as important key drivers in the business
strategy and take actions in order to appropriately respond
to the needs of diverse customers in the global market.
There were originally no unified Diversity, Equity, and
Inclusion strategy or policy for the group or on the global
level. Each business and region were formulating their own
policies and implementing specific initiatives.

While each region was able to respond to its unique
characteristics and business environment, measures were
fragmental and lacked uniformity. They were feeling the
need to effectively operate management-related
governance.

Management strategy, actions linked to challenges

Understanding that an inclusive corporate culture is a core
driver for global and sustainable business growth, they
have strengthened its global and regional structures under

the leadership of the Chief Sustainability Officer and
CDEIO.

Hitachi, which operates businesses in various industries
and markets, recognizes the importance of Diversity,
Equity, and Inclusion in addressing social issues and
enhancing customer support. They have adopted the
philosophy of global localization (think global, act local)

and established the unified strategy and policy for the
group to determine the common goal and direction.
Specific practices and progress are tailored by each
business and region in accordance with their specific
needs and priorities.

To execute the strategy, they have appointed Regional
Diversity, Equity, and Inclusion Leaders to six regions of
USA, EMEA, India, China, Southeast Asia, and Japan.
Their role is to effectively execute the initiatives in
collaboration with Business Unit (BU), group companies,
and corporate functions.

On a global scale, discussions are held both at the
executive level and the on-site level to ensure a common
understanding of policies and initiatives. For this purpose,
Senior and Global Councils, which consist of
representatives from different BU and regions, cooperate
and execute the global strategy in collaboration with HR
departments. The Senior Council is responsible for setting
and reviewing the global strategy, and the Global Council
focuses on prioritizing the topics and setting actions to
execute the strategy. Key challenges are also discussed in
executive meetings and reported to the board meetings as
necessary.

Action result

Under the common understanding that all employees,
without exception, must recognize the importance of
treating each other with respect, and act accordingly, each
region is responsible for determining the most effective
strategy for implementation.

With LGBTQIA+ inclusion, for example, they are making
efforts to support LGBTQIA+ communities and employees
while recognizing the unique circumstances in a specific
region or country. This has also led to the establishment of
a working group to swiftly respond to recent overseas
trends on Diversity, Equity and inclusion in a specific
manner. Through these efforts, they have been
strengthening their human capital foundation to respond to
diverse customer needs of the global market by updating
the global Diversity and Inclusion policy and implementing
initiatives suitable for each regional characteristic, in line
with the global strategy.

Promotion structure image
President & CEO

Chief Sustainability Officer, CHRO and CDEIO

Group Business Corporate
Companies Units Functions

Gl E Divon
R

INDIA Regional Team

CHINA Regional Team

SOUTHEAST ASIA Regional Team

M Global Diversity Management Structure

Board of Directors

Senior Executive Committee

I Sustainability Promotion Meeting

Senior Council

Global Council

Source: Hitachi, Ltd. “Hitachi Sustainability Report 2024” (2024), Presentation material by Ms. Lorena Dellagiovanna for the 3rd study forum on corporate management leveraging diversity for business competitiveness
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Not only establishment of the environment
as a company but also mind/action changes
in each level, including the top management,
managerial  positions, and individual
employees, are required in order for measures
rooted in each of “Diversity,” “Equity,” and
“Inclusion” to be practiced in all phases of
corporate activities and for the idea to be fully
disseminated throughout the entire
organization. Some of the expected mind/action
transformation examples are shown on the
right.

What we need to keep in mind here is that
individual minds themselves cannot be changed
so quickly. However, in some cases, we can
first change the “actions” of individuals through
company rules and such to trigger mind
changes as a result. It may be an effective
measure to first start with creating incentives
(motives) through rules and such in order to
change minds.

Source: - What Makes an Inclusive Leader? by Wei Zheng and others, 2023
- Getting Over Your Fear of Talking About Diversity by Daisy Auger-Dominguez, 2019

Mind/action changes required in top
management/managerial positions/individual employees

Examples of minds/actions required

Top
management

Managerial positions

Employees

- A Simple Exercise to Help You Check Your Biases by Anu Gupta, 2024

Proactive transmissions of messages

Transmit messages to promote diversity management with one’s own words as a means to demonstrate the commitment by the management

to employees

Listen to diverse opinions and utilize them for management decisions
Understand the situations in the field to make diversity management more effective. Listen to diverse opinions in management meetings,
such as board of directors meetings, as well as company-wide meetings, such as town hall meetings, to utilize them for management
decisions and achievement of the management strategy, assess the opinions, and provide feedback.

Self-disclosure and comprehension of current situations of employees
Understand the strengths and intentions of each member and comprehend the current situation through dialogs in order to establish an
environment where diverse human resources can demonstrate their abilities. In order to do so, it is also effective to disclose oneself. An
example would be to “admit to the limit of knowledge that one currently has.”
Notice one’s own challenges
Promote efforts such as learning to notice and address one’s own unconscious bias that is inhibiting diversity management promotion.
Clarification of the range of actions by subordinates
Not only promote dialogs to ensure psychological safety but also communicate to subordinates what are expected of them, what they can
decide on their discretion, and what they should not make flexible adjustments among other things and take the stance to treat any actions,
which are still unacceptable, with fairness.

Mindset to understand/respect the knowledge/experience of individuals
Develop the mindset to understand/respect the knowledge/experience of diverse individuals to create an inclusive workplace.
Self-understanding and transmission of strengths
Understand that one’s own knowledge and experience are important factors to build the workplace diversity, deepen self-understanding in
the workplace, and proactively transmit his/her strengths. At the same time, refine and improve one’s strengths through the experience of
utilizing the knowledge/experience and demonstrating the abilities. Based on that, communicate with diverse individuals with different
attributes and values than one’s own in a smooth manner, accept diversified values. and collaborate with them.
Bottom-up information sharing and issue raising
Share information and raise issues in a bottom-up manner in order to enhance the execution force of diversity management. Also
support/participate in measures promoted by one’s own company.

- Tayo na jinzai no manejimento (in Japanese)[Managing diverse human resource management] by
Hiroki Sato and others, 2022
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Column

enhancement

When a company connects their own diversity management
to corporate value enhancement, (1) What kind of
indicators should they choose? (2) How should they
analyze their challenges and reflect them on measures
(PDCA)?, and (3) How should they connect them to
dialogs (such as information disclosure and
engagement) with the capital market and labor market?
Examples of possible indicators are shown in the table below.
However, this does not mean that all a company needs to do
is to disclose these indicators and monitor the shifts in their
numbers.

It is important to choose/disclose the indicators that are
expected to be useful from the perspective of “D&l of
knowledge/experience” based on their own management
strategy, analyze their own challenges behind these data,
reflect them on measures, and connect them to dialogs
(such as information disclosure and engagement) with the
capital market and labor market.

Diagram: Examples of representative

Categorization of indicators for diversity Laws/regulations for disclosure items in Japan (*)

progress level/indicators linked to prom otion of Act on Promotion of Women's Active Engagement in Professional Life, and
Act on Childcare Leave, Caregiver Leave

diversity

Gender (Ratio of women in managerial positions, etc.)

Promotion/transfer/separation from service (internal recruitment rate, etc.)

Wage (gender pay gap, etc.)

Organizational climate (employee engagement, etc.)

Diverse working styles/benefits (the status of childcare leave taken , etc.)

@ (Only the Act on Promotion of Women's Active Engagement

For example, if using “Ratio of women in managerial
positions” as a KPl, it is effective to not only pay attention to
the shifts in their own numbers but also compare the number
against the industry average, compare the number against
past women’s employment rates, and analyze the cause for
the gaps. It is also effective to pay attention to engagement
scores not only based on the average value but also in terms
of dispersion and attributes.

Furthermore, it is also important for business managers
themselves to disclose the message of “how they are
establishing the hypothesis of what kind of contributions
promotion of diversity will have in their value creation
story, what kind of indicators will be chosen as
management decisions, and how the company wishes to
connect the actual results to its own corporate value”
while indicators and paths, which ensure that the efforts will
lead to corporate value enhancement without fail, have not
been established. In other words, how such information is
disclosed as narratives instead of only as numbers will
be important for stakeholders, such as investors.

@ (Only the Act on Promotion of Women's Active Engagement PY

in Professional Life)

in Professional Life)

Cabinet Office Order on Disclosure of Corporate Affairs 1SO30414

W Useful indicators when a company objectively measures
the link between diversity management and corporate value

From the perspective of relationship with corporate value
enhancement, on the topic of “Ratio of women in managerial
positions” (which is one of the elective items for publication of
information in Japan), for example, there has been research
finding that the larger the share of women in managerial
positions among all female employees, the higher companies’
productivity tends to be (Nishihata/Yamamoto (2021)). With
“employee engagement,” which is not necessarily a
mandatory disclosure item, there has been research
suggesting that promotion of diversity in companies can lead
to the improvement of financial values and corporate value,
such as the research indicating the possibility that promotion
of inclusion improves engagement and contributes to the
improvement of operating margin and labor productivity as a
result (Kinoshita and others (2022), Link and Motivation Inc.
(2018)).

However, it must be kept in mind that simply improving the
women’s share of managerial positions does not necessarily
improve the company’s productivity.

@: Indicators required to be disclosed

Global disclosure framework, etc.

CSRD/ESRS FTSE
[ ([ [ J
(] (] ([ ]
(]
[ J
(]

*Including elective indicators. Obligation to publicize information based on the Act on Promotion of Women's Active Engagement in Professional Life is applied only to companies with 101 or more employees. Obligation to publicize information based on the Act on Childcare Leave, Caregiver Leave is applied only to companies with more than 300
employees (starting in April 2025). Companies required to disclose information in annual securities reports based on the Cabinet Office Order on Disclosure of Corporate Affairs are those who disclose information based on the Act on Promotion of Women's Active Engagement in Professional Life and the Ordinance for Enforcement of the Act on Childcare
Leave, Caregiver Leave, and Other Measures for the Welfare of Workers Caring for Children or Other Family Members.
Source: - The Relationship between Female Employment and Firm Performance Taking Biases in Reporting into Account by Masaya NISHIHATA and Isamu YAMAMOTO, 2021
- Jugyoin no waku engejimento ni okeru soshiki yoin no eikyo - Shinsoteki daibasiti wo ukeireru fudo to ridashippu ni chakumoku site - [Impact of organizational factors
in employees’ work engagement - Focusing on climate accepting diversity in depth and leadership -] by Mirai Kinoshita, 2022

+ Link and Motivation Inc. ,2018 Research result on ‘Relationship between Engagement and Corporate Performance’ released - Improvement of engagement score has a
positive impact on both operating margin and labor productivity -
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