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Chapter 1: Goals of this report: The previous report and subsequent developments 
 

1. Need to Enhance Legal Functions 
The April 2018 “Report by the Study Group for Development of Ideal Approaches to Legal 

Functions in Japanese Companies for Enhancement of International 
Competitiveness”1 (hereinafter referred to as “the Previous Report”) states changes in the 
competitive environment to which Japanese companies are exposed as (A) globalization of 
business, (B) acceleration of innovation, and (C) increase in demand for compliance. The 
Previous Report mainly discusses management and legal functions that contribute to 
strengthening international competitiveness of Japanese companies, and clarifies the 
significance of legal functions of a company as well as the necessity and effectiveness of 
utilizing these functions, then clarifies the issues and advice for implementing these functions 
in companies. 

The need to strengthen legal functions has increased even since the Previous Report was 
published. 

 
(1) Growing necessity for legal function as a guardian 

For example, quality falsification problems in a large hydraulic equipment manufacturer in 
October 2018 was a major incident from which multiple instances of legal function failure in 
Japanese companies were discovered, highlighting the lack of awareness of impending danger 
in corporate integrity. The Japanese version of plea bargaining (enacted in June 2018), which 
was introduced following enactment of the revised Code of Criminal Procedure, was used to 
protect corporate organization in the first case, and used again as a means of exposing the 
executive-level compliance violations in the second case. This has led to significant changes 
in the environment affecting corporate risk management and compliance. 

In addition, the “cooperative” penalty system introduced in the amended Act on Prohibition 
of Private Monopolization and Maintenance of Fair Trade of June 2019 entrusts regulators 
with consideration of how the details of the system must be designed. In any case, it demands 
that companies take measures against cartels and collusion in new ways. 

As the demands and rules of society change, demands on corporate guardians to have 
legal ability have risen higher and higher. 

 
(2) Growing necessity for legal function as a “partner” 

In Europe and America, there are companies such as Uber and Airbnb that aim to make 
innovative businesses comply with the law have created new markets and expanded them 
into the largest markets in the world by so-called “creative use of the law”. In Japan, the 
"System to Eliminate Regulatory Gray Zones" was established in 2014, and since then it 

                                            
1 https://www.meti.go.jp/press/2018/04/20180418002/20180418002-2.pdf 
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has contributed to business expansion by confirming ambiguous points of current 
regulations (145 certifications, cumulative since enactment in July 2019). Furthermore, the 
“Regulatory sandbox system” launched in June 2018 has suspended current regulations 
temporarily in order to demonstrate new technologies and business models, and is pushing 
for practical use through the review of regulations (11 certifications, October 2019). The 
terms of competition for companies pursuing new business only to the extent 
permitted by existing rules are completely different from companies looking to change 
rules, and it goes without saying which side has the advantage. In order for companies 
to use these systems effectively, it is essential that they have accurate legal support. 

 Development of the Fourth Industrial Revolution, barriers between industries are 
disappearing and the speed of business has increased, so competition has become more 
complex and diverse. In light of the fact that mechanisms for changing the rules have 
started to be used in reality, the gap in competitiveness will widen between companies 
that utilize their legal function, including the planning and idea stages of business, to 
actively use and manipulate the law and those who do not. 

However, according to the “11th Survey of Actual Conditions” (The Association of 
Corporate Legal Departments) introduced in the Previous Report2, a questionnaire for Legal 
Departments in Japanese companies on how often they are asked for opinions and 
judgments from top management shows 3.2% ask “daily”, 18.9% ask “several times per 
week”, and 53.0% ask “several times per month”, while 26.1% ask only “once per year”. 
However, according to a survey of Legal Departments in the USA3, approximately 70% 
answered either “daily” or “several times per week”, indicating a major gap between them 
American and Japanese corporate practices4. This suggests that in Japanese companies, top 
management may not be fully utilizing their Legal Departments and thus their legal 
functions. 

As globalization and innovation accelerate and the necessity rises to create new products, 
services, and ecosystems, legal functions as “partners” grow more important than ever, 
and the strength of a company’s legal function is a factor that can determine the life 
or death of a company. 

 

                                            
2 Supervisor: Takeshi Kojima / Kenichi Yoneda, Editor: The Association of Corporate Legal 

Departments, Legal Section Fact-finding Investigation Committee “Appendix NBL No. 160, 
Corporate Legal Department 11th Analysis Report of Survey of Actual Conditions,” Shoji Homu Co., 
Ltd., 2016). The results used in the previous report include results reorganized by the Ministry of 
Economy, Trade and Industry in cooperation with The Association of Corporate Legal Departments. 

3 “Contracted Industrial Economics Research Project for FY2017 (Survey of the Situation of Legal 
Departments in Countries with Highly Developed Corporate Law)” (Contractor: NERA Economic 
Consulting). A questionnaire survey was conducted for workers working at companies with 2,500 or 
more employees, and responses were received from 27 companies. 

4 See page 7 of the previous report. 
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2. Response to the Previous Report and the purpose of this report 
(1) Response to Previous Report 

Since the Previous Report was published, the Ministry of Economy, Trade and Industry 
(hereinafter referred to as “METI”) has repeatedly given lectures as part of efforts to 
disseminate it5. In addition, the Previous Report has been cited in various places6, and has 
stimulated discussions mainly by those who are currently engaged in corporate legal affairs. 

These efforts, together with further environmental changes described above, seem to have 
increased awareness of the need to strengthen legal functions. Now, more and more large 
companies have established general counsels (hereinafter referred to as “GC”) or chief legal 
officers (hereinafter referred to as “CLO”)7. This suggests that companies are recognizing 
the necessity and effectiveness of their legal function, and are striving to strengthen legal 
functions. 

On the other hand, while companies vary greatly in their characteristics, when companies 
that have already taken cutting-edge initiatives are considered separately, many respondents 
involved in corporate legal affairs said that they would like METI to dig deeper into the 
recommendations of the Previous Report and clarify more specific methodologies for 
reform and improvement, as well as a variety of easily understood options for 
implementation, in order to actually strengthen legal functions of the company. 

 
(2) Purpose of this report 

Therefore, this report discusses the role of legal functions proposed in the Previous 
Report. In other words, it clarifies the potential of legal functions as "partners" and 
"guardians" from the perspective of emphasizing "business creation", that is, "value 
creation". In particular, this report aims to propose more specific measures, options, and 
frameworks for realizing required legal functions with regard to reforms and improvements 
of organizational management and how companies train and recruit human resources. 

In addition, this report also covers many items that can be independently tackled by 
departments responsible for legal functions8 (Regardless of whether or not it is called the 
“legal department”, this includes departments responsible for contract review, legal 
consultation, litigation, compliance, corporate governance, privacy protection, etc., as well 
as those involved in such legal affairs within business divisions. Hereinafter referred to as 

                                            
5 Conducted 15 times, from April 2018 to June 2019. 
6 “Ministry of Economy, Trade and Industry, Proposal on Legal Function for Improving Corporate 
International Competitiveness,” April 18, 2018, Nikkan Kogyo Shimbun, “Corporate Legal 
Departments, Continuing Mid-Position Scandals, Role Discussions, etc.” December 26, 2018, Nihon 
Keizai Shimbun. 
7 Panasonic Corporation press release February 28th, 2018 

https://news.panasonic.com/jp/press/data/2018/02/jn180228-5/jn180228-5-1.pdf 
Mitsubishi UFJ Financial Group, Inc. press release on March 12th, 2019 
https://www.mufg.jp/vcms_lf/news/pressrelease-20190312-001.pdf 

8 See Figure 1 on page 3 of the previous report for details of legal affairs. 

https://news.panasonic.com/jp/press/data/2018/02/jn180228-5/jn180228-5-1.pdf
https://www.mufg.jp/vcms_lf/news/pressrelease-20190312-001.pdf
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the “Legal Department”.)  However, strengthening legal functions should not be done by 
the Legal Department alone. Enhancing legal functions demands that the entire 
company, including the management team, take sincere measures and work together. 

In other words, when strengthening legal functions, based on the above-mentioned 
changes in the environment affecting the Japanese economy, major management decision-
making bodies such as the Board of Directors, the Board of Executive Officers, and the 
Management Committee (hereinafter referred to as “the Management Team”) and the 
business divisions must promote or support legal functions with a mindset to actively 
incorporate legal functions into management strategies and business operations and use 
them effectively. 

Legal Departments must also independently and actively reform and improve themselves 
and others, including their mindset, in order to contribute to strengthening their company’s 
international competitiveness. Furthermore, Legal Departments must inform their entire 
company of the significance and value of legal functions and promote further strengthening 
of legal functions by demonstrating their legal function and actually contributing to the 
company. 

 
3. Examination System 

When examining measures to realize legal functions, under the “Study Group for 
Development of Ideal Approaches to Legal Functions in Japanese Companies for 
Enhancement of International Competitiveness” (hereinafter referred to as the “Study Group”) 
which compiled the Previous Report, two working groups were established to do more specific 
and thorough examination. These were “the Working Group on Enhancement and Introduction 
of Legal Functions in Companies” (hereinafter “Implementation WG”) and the “Working 
Group on Fostering of Legal Human Resources” (hereinafter “Training WG”). 

The Implementation WG examined the potential of legal functions from the perspective of 
enhancing international competitiveness of Japanese companies, then made recommendations 
on how to change organizations or system that effectively exercise legal functions. 

The Training WG compiled recommendations on how to train and recruit excellent legal 
human resources who are responsible for such legal functions. 

Based on the recommendations from the two working groups, the Study Group conducted 
further discussion, then finally compiled this report. 
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Chapter 2: Potential of legal functions for “creation of business (value)” 
 
1. Discussion in the Previous Report 

The Previous Report, explains the legal functions as classified and organized into "defensive 
(guardian function)" and “innovative (partner function).” 

The “guardian function” is “the function that gets involved in the decision-making of 
management and other departments from the perspective of legal risk management, in order 
to make changes to our business and business execution, and in some cases, suspending or 
postponing decision-making to protect the rights, property, and reputation of the company”. 
The “partner function” is “the function that provides legal support to management and other 
departments so that the company's business and work execution can be done properly, 
smoothly, strategically, and efficiently”. 

The guardian function and the partner function are two sides of the same coin, and it is 
sometimes necessary to adjust and balance the two roles. 

Both are as indispensable for getting companies where they want to go, just as wheels are 
indispensable on a car for traversing the road ahead. By exhibiting these functions, the Legal 
Department, which is responsible for legal functions, can help expand the business and 
eventually increase the corporate value, acting as a “navigator”9 of the business. 

 
2. Message about legal functions for “creation of business (value)” 

Our understanding of the significance and content of the “legal function” presented in the 
Previous Report does not change, even in the current situation. 

When considering how to achieve this, Japanese companies should share a more specific 
image of what part of legal functions to focus on and what potential they may have. 

The Implementation WG recognizes that, in order to strengthen international 
competitiveness of Japanese companies, the creation of value through “business creation” 
is the most important point for Japanese companies, and that it is possible to grasp the 
potential of legal functions from that perspective. Of the two legal functions, the 
Implementation WG emphasizes the significance of the partner function, in particular, as 
including two sub-functions (the “navigation function” and the “creation function” both of 
which will be mentioned below), and points out that legal functions, including the guardian 
function, have the following potential. 

 
Employees in charge of corporate legal functions can continuously exercise the 

three functions included in legal functions, be aware of the expectations of internal 
and external parties, and create sound and sustainable value through broad-based 
communication utilizing their legal knowledge. 

                                            
9 Page 16 of the Previous Report. 
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(1) Legal functions for “creation of business (value)” 

Companies can “continuously exercise the three functions included in legal functions” 
and “create sound and sustainable value”. 

 
(A) Understand legal functions from the perspective of business (value) creation 

A company as a social entity has significance in so far as it provides value to society 
through its business, and thereby enables the company to gain profit and increase its 
corporate value. Legal functions, one element of a company, ultimately has the same 
purpose and ability as other departments, such as sales and R&D, to contribute to 
providing value to society through business. As mentioned earlier, “business creation” 
(and thereby creating value), in particular, is the most important issue from the 
perspective of strengthening the international competitiveness of Japanese companies, 
and legal functions are expected to contribute to this. 

It seems that legal functions have not always been regarded as contributing to business 
(value) creation, though. 

However, the guardian function is said to contribute to value creation passively by 
maintaining and preserving corporate value. Furthermore, as one example, it can also be 
understood as contributing to the creation of a company's business (value) by preserving 
the brand value of the company that forms the basis of the business. 

Also, as mentioned in the Previous Report, legal functions originally have a partner 
aspect. Legal functions can also actively contribute to the creation of new businesses and 
create new value by focusing intellect to evaluate and control risk on supporting 
management decisions, quickly grasping the subtleties of changes in the times, and 
building logic to approach new areas that current laws and ordinances have not covered. 
Sometimes this involves changing the law itself with System to Eliminate Regulatory 
Gray Zones and Regulatory Sandbox System through dialogue and negotiations with the 
government and competent authorities. 

Therefore, in the sense of maintaining and preserving corporate value (passive 
value creation), as well as in the sense of creating new business and creating new 
value (active value creation), legal functions can contribute to the creation of value, 
and can be understood from that perspective. 

 
(B) “Co-creation” 

However, legal functions (or Legal Department) themselves do not directly conduct 
business activities, and do not create business (value) on their own. Therefore, the role of 
legal functions (or Legal Department) in creating value is “co-creation” together with the 
Management Team and various business divisions (see (4) below for more about 
cooperation with management). 
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(C) “Sound and sustainable value” 

All functions within a company are involved in creating value, but legal functions are 
particularly required to make that value “sound and sustainable”. Legal functions 
are the conscience of the company, so they must judge not only whether something is 
“legal or not”, but also judge whether it is “right or not” based on knowledge of the 
business environment, economy, society, politics, technology, etc. In other words, legal 
functions must make proposals that create value acceptable to society, which is to say 
“sound and sustainable” value. This “sound and sustainable value” is expected to become 
increasingly important in the future, partly due to global trends such as the SDGs10 and 
CSV11. 

 
(2) Three functions included in legal functions 

In the Previous Report, as mentioned in Section 1 above, legal functions have been 
organized into a partner function and a guardian function. If legal functions are analyzed in 
more detail from the perspective of supporting the realization of business (value) creation 
as envisioned by the Management Team or the various business divisions, they can be 
organized into three functions. 

First, the partner function can be further divided into two functions: (A) a creation 
function and (B) a navigation function. The creation function, in particular, even in 
advanced Legal Departments which have been involved in business strategy and 
considered to be “fulfilling the partner function", is still considered to be not 
sufficiently recognized in the current environment change. 

The remaining function, (C) the guardian function, is as or more important and 
fundamental as ever. 

All these three functions are essential for companies to realize and develop new business 
concepts, which is to say, to create business (value), and should be performed 
simultaneously as they are inseparable. The following is a description of the business 
(value) creation given in order, for convenience. 

 
[Figure 1: Relationship between realization of business concepts and legal functions] 

                                            
10 SDGs: Sustainable Development Goals. For details, see the Ministry of Foreign Affairs of Japan 
website (https://www.mofa.go.jp/mofaj/gaiko/oda/sdgs/about/index.html). 
11 CSV: Creating Shared Value). For details, see the Small and Medium Enterprise Agency website. 
https://www.chusho.meti.go.jp/pamflet/hakusyo/H26/h26/html/b3_5_3_1.html 

https://www.mofa.go.jp/mofaj/gaiko/oda/sdgs/about/index.html
https://www.chusho.meti.go.jp/pamflet/hakusyo/H26/h26/html/b3_5_3_1.html
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 (A) Creation function: Function that expands the viable scope 

 
The creation function, based on the premise that rules including laws and their 

interpretation change with the times, is “the function to expand areas that business 
can implement or newly construct or change the rules in areas that rules and 
interpretations do not adequately cover by analyzing and properly 
(re-)interpreting the current rules and interpretations.” 

 
The first function is to properly (re-)interpret the rules such as laws and regulations, 

self-regulation in the industry, contracts in light of the changing times, or to change the 
rules themselves by adjusting the interests of the parties concerned (rule-making) to 
expand the areas where business can be done. In other words, this function expands the 
range with efforts that can be considered “definitely possible” under current rules and 
interpretations. 

Current rules are based on the social situation at the time they are enacted and the 
actual situation of transactions, and the interpretations of the rules are also accumulated 
gradually based on each situation. Therefore, the rules and interpretations are not absolute, 
and there is always the potential for rules and interpretations to change if the underlying 
situation changes due to technological advances or changes in the trading environment. 

For that reason, when someone armed with legal expertise is exposed to new 
technology or business, they should not simply apply existing rules and 
interpretations, but also take into account the purpose, background, and changes of 
the time. Based on this, they should carefully consider where to draw the line in 
areas that rules did not cover, and make an effort to enable new business initiatives. 
Especially in the present age of the Fourth Industrial Revolution, it is noteworthy 
that businesses entering new fields should not passively view rules as they are given 
and simply be controlled by rules, but actively work to make the rules.  

In fact, it is taken for granted that advanced European and American companies have 
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such a function in their Legal Department. As a manifestation of this, sometimes legal 
functions are referred to as the “enable function”, in other words, the function that makes 
a business possible12. 

In order to be creative, it is not enough to simply know existing rules and 
interpretations. In addition to superficial knowledge of what is prohibited by a rule or 
interpretation, it is necessary to understand the essence of the rule, which is to say "What 
is the rule or interpretation trying to protect?”, as well as background of the era when 
those rules or interpretations were made, examination of the precedents, the differences 
between the current business concept and the background of their era, and similar 
situations in other fields. Based on this understanding, one must have the sense to 
understand whether society will accept them taking new interpretation or proposing 
changes to the rules. 

 
Examples: DeNA’s Anyca, amendment to the Licensed Guide Interpreters Act, 

Airbnb’s  Private Lodging Business Act 
(DeNA: Anyca) 

 In 2014, DeNA explored potential “business pillars” outside the mobile game business. 

They focused on “mobility” (autonomous driving, navigation, car sharing), and in 2015, 

they launched the individual car sharing service “Anyca”. This is a new car sharing service 

that matched the needs of people looking for a car with people looking to share their car. 

Upon starting the service, there was discussion about the necessity of permission under 
Article 80, Paragraph 1 of the Road Transport Act as a “private car loan business”. However, 

the project concept was realized based on the purpose and background of “joint use” (Article 

79 of the Road Transport Act) being deregulated (abolished) in 2006. In this case, the legal 

department navigated the risks of the business concept by proposing legal design and 

product design to ensure “provider compliance”, clearance from government agencies, and 

insurance that guarantees the safety and security of consumers in one package, in customer-
to-customer (CtoC) service. It is said that the company created more than 10 billion yen in 

value as a result of creating this business area of car sharing between individuals. 

(Internet service: Licensed Guide Interpreters Act) 

 In 2015, the business concept of sharing local experiences with tourists for a fee was 

found to be in a gray area under the Licensed Guide Interpreters Act (1949). During legal 

research, an idea was conceived that the legal design of the Licensed Guide Interpreters 
Act could be changed. Based on the purpose and background of the business monopoly of 

the Licensed Guide Interpreters Act, the Licensed Guide Interpreters Act was revised 

(deregulated) through the Council for Regulatory Reform in 2017, and the business 

concept was realized. As a result, it is said that the business is steadily expanding, in 

                                            
12 For example, the US company Airbnb calls it the “enable function”, and the German company 
Boehringer Ingelheim calls it the “enabling function”. 
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reflection of the fragmentation and diversification of the needs of foreign tourists visiting 

Japan. 

(Airbnb: Short term rentals) 
 So-called “home sharing,” in which private individuals rent homes and vacant rooms, was 

started in 2007, but in Japan its legal position was unclear (gray) under the Hotel 
Business Act (1948). While competent ministries had little motivation to deregulate the 
Hotel Business Act, room providers (hosts) remained in an uncertain position under 

regulations created before the Internet existed. The Private Lodging Business Act enacted 

in June 2018 realized the business concept of home sharing in Japan. As a result, it is said 
that Airbnb is developing business from a medium-to long-term perspective, with the aim 

of utilizing 8 million vacant houses nationwide by legalizing existing hosts and allowing 

new hosts to enter. 

 
In addition, this function is only intended to examine interpretations and rule changes 

within the limits accepted by society in accordance with changes in the times and new 
business concepts, and it should be noted that it is not intended to bend the rules 
arbitrarily. If a business concept that includes unacceptable behavior is being examined, 
then legal functions must exert their guardian function as the company's conscience to 
stop it(see (C) below). 
 
(B) Navigation Function: Function that aims to maximize within the feasible range 

 
The navigation function is “the function that actively proposes strategies by 

analyzing risks and presenting risk mitigation measures following business and 
management.” 

 
Risk is inherent in new business activities, and it is impossible to completely eliminate 

risks, so in the commercialization process, it is important “to know where to balance risk.” 
Therefore, as a secondary function of legal functions of a company, it is necessary to 
analyze risks, distinguish risks that can be taken from risks that cannot be taken, 
propose measures to reduce the risks, and move the business forward. 

Conversely, showing what we “can do” is another important role of legal functions. 
The Management Team and business divisions conceive plans that violate rules, but 
sometimes following the rules too tightly may lead them to atrophy. In the past, some 
companies that conceived of a new business may have shown concern that they may face 
delays when starting their new business or even lose the possibility to do so if they consult 
the Legal Department. It would be most unfortunate if legal functions themselves have a 
negative deterrent effect on the conception or launch of new business, and great efforts 
are required to dispel that image. 
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To this end, legal functions must strengthen the function to stretch the ideas of the 
Management Team and business divisions, by proposing that new ideas are 
something they “can do” 13 . In particular, when a concept that goes against rules 
becomes a problem, it is usually a matter of conformity to individual requirements in the 
rules. Yet, it should be noted that if the individual requirements themselves are unclear, 
in addition to efforts to clarify the requirements, it is possible to develop the situation 
constructively by proposing to creatively change specifics that apply rules in a form 
saying, for example, “If you assemble the content of the business in this way, you should 
get your point across''. 

Furthermore, legal functions are expected to be a node for various other functions, and 
function as a facilitator. Because rules show themselves everywhere in the company, legal 
affairs are usually deeply related to not only the business divisions, but also to other back 
office functions such as human resources and accounting. Therefore, legal affairs 
knowledge including agreements are necessary for large projects. For this reason, legal 
affairs easily collect information, and if they put their mind to it, the project can be 
driven by controlling projects that cross each function. 

These are functions that maximize the value of the business within the scope of the 
rules by doing business in a way that maximizes the scope that is feasible within the rules. 
In order to adequately demonstrate these functions, it is necessary to share not only legal 
knowledge but also the vision with the Management Team and the business divisions, 
and acquire business knowledge adequate to participate in discussions. 

 
(C) Guardian function: Function to stay within the feasible range 

 
The guardian function is “the function that prevents loss of value by preventing 

violations of rules (including reducing risks) and coping in the unlikely event of 
a violation.” 

 
The third function is to prevent socially unacceptable behavior, and take appropriate 

measures to minimize the loss of value in the unlikely event that such behavior is 
committed (further, enforce discipline with higher standards in pursuit of corporate 
integrity14). In other words, this function keeps the new business of the company within 
the range determined to be feasible (or within an even stricter range). 

It is not an exaggeration to say that this is the most fundamental and important legal 
function. As mentioned in (A) and (B) above, employees in charge of legal affairs should 

                                            
13 For example, the Legal Department of a company could provide training for employees of at least a 

certain rank to take appropriate risks. See page 19 of the Previous Report for details.  
14 Integrity refers to honesty, virtuosity, or consistent behavior that adheres to values and ethical 
principles. 
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do their best to maximize their business (value), and therefore, they must cooperate with 
the Management Team, business divisions and other departments. However, this guardian 
function must be performed even if it sometimes conflicts with the Management Team (a 
check-and-balance function). In that sense, it is a function the Legal Department performs 
alone, and cannot share with anyone else. 

An important part of performing the guardian function is to be the conscience of the 
company as the “last fort”. As described in (4) below, companies are exposed not only to 
laws and regulations, but also various “expectations” such as contracts with customers 
and the company’s reputation. Therefore, those in charge of legal functions must 
determine not only whether a new business is “legal”, but also whether it is “acceptable 
to society.” To do this, it is important to not only have legal expertise, but also have an 
intuitive sense of what position the company (or the industry to which the company 
belongs) is in society and how it is viewed by stakeholders such as the government, 
customers, shareholders, and local residents. 

The guardian function is described in detail in the Previous Report, so please refer to 
the Previous Report for more details15. 

 
(D) Balance of three functions 

Although this report only discusses three functions for the purpose of analysis, the 
differences between the three functions are relative. In practice, it is not possible to clearly 
distinguish which function is being demonstrated. 

However, this ambiguity is proof that the three functions are in fact one legal function, 
and it should be considered as indicating that all three functions are necessary to properly 
and fully perform legal functions. The following figure illustrates this relationship. Each 
of the three poles displays the respective functions, but when approaching the center, the 
boundaries between the three functions are unclear, and they are unified as one. 

 
 
 

[Figure 2: Image of the relationship among the three legal functions] 

                                            
15 See page 16 of the Previous Report. 
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Although these three functions are integrated as one, it does not mean that all of the 
functions should be provided with an equal amount of effort. For example, there are 
companies trying to start businesses in areas that are not planned by the current law in 
the manner of venture companies, as well as existing businesses that already occupy a 
large portion of the companies’ business and must ensure that their business continues to 
make a profit, and the ratio of these three functions naturally differ between such 
companies. 
 
 

 
[Figure 3: Example of balance for each type of company (image)] 
 
 

 
Because the optimal balance differs for each company, there is no other choice but to 

Companies that focus on developing new business 

Companies that continue stable existing business 
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consider how each company should use its own legal function. The following two points 
are important when doing so. 

First, no matter what balance a company seeks, it is unlikely that any of the three 
functions will be completely absent. Of course, no company of any size or industry will 
completely avoid attempting a new business at all, so no company can be free from legal 
risks. If one of the three functions is not considered or is absent (disregarding how 
many opportunities there are to use it), that legal function must be considered 
inadequate. 

Second, the balance of the three functions is determined by what management is 
aiming for. Past performance and current resources are helpful, but they do not determine 
the balance. For example, say there is a company that has focused on producing stable 
core products adopts a business policy to change to a business model that can also earn 
profits through digital services provided with their products. In general, services in the 
digital domain, such as platform-type businesses, are fast-changing, so legal development 
and interpretation have not yet caught up with them. Therefore, in such cases, legal 
functions especially the creation and navigation functions must be further strengthened, 
and the conclusion will probably be different from cases where only conventional 
manufacturing businesses are considered. 

Therefore, those in charge of legal functions must interact closely with the 
Management Team on a daily basis, and become more sensitive so they can track their 
policies. Generally speaking, globalization of transactions, progress made by disruptive 
innovators such as the so-called GAFA (Google, Apple, Facebook, and Amazon) and the 
shrinking Japanese market caused by the aging population and declining birthrate have 
resulted in a strong demand for Japanese companies to innovate and transform their 
businesses16. Therefore, it seems necessary to enhance legal functions in proportion to 
this, particularly the ability to create. 
 
(E) Continuous demonstration of three functions 

This report has repeatedly stated that the three functions are used integrally, but the 
three functions must also be continuously demonstrated in a cyclical manner. 

In cases where the Legal Department should actually consider strategies and provide 
support, it is necessary to always consider simultaneously whether the rules can be 
changed and interpreted to expand the feasible range, whether the business should make 
the most of the rules, or whether they protrude from the rules. On the other hand, if a rule 

                                            
16 To achieve this, it is necessary to build an environment capable of using data, the biggest resource in 
the Fourth Industrial Revolution, and creating innovation ahead of the world. Japan should take a 
leading role in realizing privacy protection while still enabling free distribution of data in international 
society. These efforts will help in fostering more intelligent and prosperous regional living and national 
lifestyles and also in resolving global issues, such as global environmental problems and aging (Excerpt 
from the “Action Plan of the Growth Strategy”, Japanese Cabinet Decision made June 21th, 2019). 
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can be changed, it is also important to consider whether there will be any inconveniences 
caused by observing the changed rule, and if there is inconvenience, consider whether 
anything can be done about the rule, with careful consideration of the situation. 

Furthermore, these functions must always be demonstrated continuously. As 
repeatedly stated in this report, legal functions maximize value while ensuring that a 
business is accepted by society, but the measure of acceptance is always changing. 
Therefore, whether a company is starting a new business, continuing an existing business, 
or in extreme cases doing nothing at all, the persons in charge of legal functions must 
constantly ask how their behavior is reflected in the society’s values and what they need 
to change or do more of. 

[Example] Suntory's response to the plastic problem 
 Ocean pollution caused by plastic garbage is gaining recognition as a new issue on a global 

scale, and there is demand for a global response. Therefore, attention is being focused not 

only on governments but also on responses made by companies. The issue of plastic needs 

to be grasped both as a risk and an opportunity for management to make a difference. 
 In these circumstances, Suntory Holdings Limited seized the opportunity to formulate and 

announce their “Plastic Basic Policy” for the Suntory Group 

(https://www.suntory.co.jp/news/article/13473.html）。 
 It is necessary to ensure that you are always "ready" for what happens, no matter what, by 

properly understanding your business and the situational environment in which it is located 

(meaning, analyze the business risks of management). 

 
(3) Potential obstacles for demonstrating legal functions 

In order to achieve legal functions described in (1) and (2) above, it is also true that there 
are potential structural obstacles that must be overcome. 

First, it is not easy to "visualize" how effectively the function is being performed or 
whether it is not being performed. In other words, for example, if the above-mentioned 
creation and navigation functions are not performed adequately, that company would suffer 
a large opportunity cost by losing the new business development that it could have acquired. 
However, the opportunity cost is often not followed up or documented in a quantitatively 
visible way. It goes without saying that these evaluations must be devised in comparison 
with evaluation showing that the sales department has made a large sale. 

Secondly, relating to the above statement, it is not easy to clarify where the responsibility 
lies if these functions are not performed well. In other words, if the creation and navigation 
functions are not sufficiently performed, this is usually thought to be because of poor 
communication between the business and Legal Departments. In this case, the matter is 
swept under the rug, saying “it was nobody’s fault”, so it is not easy to find an entity that 
works for an incentive to improve this. 

Third, in the business related to management legal affairs, there are many cases in which 

https://www.suntory.co.jp/news/article/13473.html
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“the essence of the matter is in the details,” but the management often does not realize the 
importance of such “details” and the importance of legal functions. In recent business 
models, carefully making details in contracts often determines the success of a business. On 
the other hand, making the details of such contracts is often considered to be a distant branch 
of business, far from the basic management policy. In particular, with recent progress of the 
Fourth Industrial Revolution, it has been pointed out that we are entering the era of the battle 
of forms17. As such, this situation poses a “dilemma of innovation in management legal 
affairs”, in the sense that important management matters and systems are not consistent with 
each other. 

 
(4) Means for demonstrating legal functions 

In order to overcome the obstacle in (3) and display legal functions described in (1) and 
(2) above, it is necessary to show these functions “through communication utilizing legal 
knowledge with awareness of the expectations of both internal and external stakeholders”. 

 
(A) “Stakeholders inside and outside the company” 

The company's legal functions directly provide services for and support members of 
the company, such as the management, business divisions, and corporate planning 
departments. However, consideration should not be limited to this, but also be given 
to relationships with external stakeholders such as shareholders, employees, 
business partners, government, consumers, and local residents. 

The reason for this is that laws and contracts dealt with in corporate legal affairs 
regulate the relationship between oneself and others and adjust interests. Contracts 
naturally adjust the interests between the parties to the contract. Looking at laws and 
regulations, for example, the Companies Act is a law that regulates the relationship 
between the company and its shareholders, the Consumer Protection Law is intended to 
protect consumers’ interests, and the environmental regulations are to protect the interests 
of the local residents as well as all citizens as a whole. 

However, there may be conflicts of interest among stakeholders. When that happens, 
it is difficult for the Legal Department to individually and comprehensively show how to 
consider the issue and what deserves priority. It is not easy to find a point that every 
stakeholder can reasonably understand or agree to, and there is rarely a universal answer. 
That is why it is important to always keep in mind not only stakeholders within the 
company who request contract reviews or bring in consultations, but also stakeholders 
who are outside the company. 

One of the sources of competitiveness for a company is to what extent the Legal 
Department will make adjustments and how far it will go to make recommendations to 

                                            
17 Kuji, Naoto “Intellectual Property as a Management Strategy '' (CCC Media House, 2019) 
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the Management Team. 
 

(B) “Be aware of expectations” 
“Expectations” can be rephrased as what the other party wants from a company, but 

“expectations” appears in various forms depending on the other party. For example, in 
relations with business partners, the requests of the partners may appear in the form of 
the conclusion of a contract. In addition the expectations of citizens and residents are 
broader, coming directly in the form of the reputation of the company, and also indirectly 
in the form of laws and regulations enacted by the executive and legislative bodies 
responding to the voices of the people and residents. Besides that, expectations from 
investors also come in the form of investments, and expectations from the media come 
in the form of news, which can also affect reputation. 

When dealing with crises and disputes, or negotiating contracts with business partners, 
the perspective of protecting the interests of the company is even stronger, so rather than 
responding to the “expectations” of the other party, the company creates a solution that 
maximally convinces the other party, leading to the conclusion of the contract. 

As mentioned in (2) above, corporate legal affairs are not just for observing laws and 
contracts, but are for maximizing the value created by the company to ascertain the extent 
of social acceptance. Therefore, legal functions can reach their true significance and 
purpose for the first time only by confronting these various expectations of tangible and 
intangible. 

However, the expectation of laws, contracts, and reputation are not meant to simply be 
accepted by legal functions of a company. Legal functions are expected to demonstrate 
the creation and navigation functions in order to make adjustments that change the 
contents of laws and contracts, and if something unfortunate happens, take the lead in 
helping recover reputation by showing a firm attitude as a guardian. In other words, it is 
not enough to simply accept expectations. Rather, it is important to accept the 
expectations, then create solutions in consideration of the value of the business 
which the company intends to create, and respond to the expectations. 

 
(C) “Through communication utilizing legal knowledge” 

As mentioned in (A) above, laws and contracts adjust the interests of persons in 
different positions, so legal functions make adjustments to maximize the value within 
the acceptable range of society. 

In other words, in order for the person in charge of legal functions to co-create value 
with the Management Team and business operations, it is first of all most important to 
grasp the interests of the company (the value of the business that the company is trying 
to create) and the interests of other parties of the business or society that may conflict 
with it. 
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Therefore, the relationship between the person in charge of legal functions and the 
Management Team or business divisions cannot be simply “examination,” “investigation,” 
or “consideration”, which imply a one-sided relationship. The person in charge of legal 
functions should first hold a “dialogue” with the Management Team and business 
divisions, each of which should be aware of the business vision and the status of interests 
with external parties. Bilateral communication within the company is essential in the 
sense of “cooperation” to adjust interests with external parties. Regardless of how far the 
communication goes, it is possible that the person in charge of legal functions will 
propose the Management Team or business divisions on the direction of business. When 
conducting legal functions of a company, there are often exchanges in writing, such as 
contract reviews. However, it is also important to communicate directly with the parties 
concerned in order to make correct decisions and achieve the results. 

In addition, when conducting corporate legal affairs, such as checking contracts and 
advising business units, external relationships tend to be limited to indirect 
communication through exchanges with internal stakeholders. However, in order for the 
Legal Department to fulfill its legal function, it is not enough to just have 
communication within the company. Sometimes it is necessary to actively and 
independently communicate directly with the outside world. For example, when a 
company undertakes serious matters such as M&A, the legal affairs should participate in 
negotiations and communicate directly with the other party to build and organize their 
relationship and move the matter forward. 

Communication with internal and external stakeholders should be done on a daily basis 
such as by sales and other departments within the company. Compared to this sort of 
communication, the distinguishing feature of communication done by the company’s 
legal function is that legal knowledge18 is used to discuss and make adjustments 
from a legal perspective. In other words, the person responsible for legal functions, 
whether that is the person who the Legal Department or another department, must have 
some legal knowledge. They can utilize their knowledge and consider current laws and 
past cases, in order to consider where society will draw the line for acceptance, while 
also communicating to search for appropriate compromises. This kind of communication 
is the strength that other functions do not have, so it is the significance of legal functions. 

  

                                            
18Meaning a legal mindset or the ability to examine legal matters. 
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Chapter 3: How to implement legal functions 
 
1. Necessity of continuous efforts to respond to changes 

As mentioned above, legal functions must always be arranged so that these three functions 
can be exercised in a balanced, integrated, and cyclical manner, but certain companies must 
always change to the optimal form, so there is no single correct answer. 

The reason for this is that, as mentioned above, the expectations that society has of 
corporations are constantly changing, so the direction management aims for is also constantly 
changing. For example, if there is gossip about a company’s inappropriate behavior, or there 
are frequent corporate scandals (even if it they do not involve that company in particular), then 
compliance will be stricter, and it will be necessary to enhance the function as a guardian. If 
the management becomes more conscious of launching new businesses because markets are 
shrinking or their existing businesses’ growth has slowed, it will be necessary to strengthen 
the “creation function” and “navigation function”. 

For this reason, regardless of whether or not the current legal functions are sufficient, 
they must be constantly enhanced in response to changes in management, with the aim 
of continuously making legal functions better. 

Therefore, in this chapter and the following chapters, this report will organize and introduce 
the actual activities of various companies that have been clarified through interviews and study 
groups (including two working groups). This chapter describes measures to review and 
improve the Legal Department (mission, organization, system, business procedure), in order 
to strengthen legal functions. 

Strengthening legal functions does not mean that the Legal Department will be expanded 
on their own purpose. Instead, companies should aim to create business (value) with limited 
management resources. 
 And, of course, the situation of the Legal Department is different for each company. For 
example, besides small and medium-sized enterprises (SMEs) that have to build their legal 
department from scratch, there are lawyers who have newly joined venture companies and 
start-ups, and so-called “one man legal departments” that have been appointed from other 
departments as a legal staff, each of whom contributes different opinions. In order to create 
business (value), it is necessary to consider even more effective approaches and measure, in 
accordance with the situation of each company. 

 
2. Basic Concepts 

In the following, we describe concepts as either “top down type” or “bottom up type”. It is 
not that one is better than the other, but rather should be chosen according to the situation. 

 
(1) Drastic organizational reform (top-down implementation) 

One way to dramatically enhance legal functions in a short time is to boldly transform 
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the organization from the top down. For example, the Previous Report recommended 
establishing a GC or CLO as a countermeasure1920. 

However, this requires a strong commitment from top management. In recent years, it is 
known that there have been some cases in which a professional is invited from outside the 
company to make a significant change in the organization by setting it up as a GC or CLO21, 
but in any case, it is said that the CEO and other top executives were strong willed in doing 
this. 

Reasons why CEOs made such a decision include the fact that they have been supported 
by a GC or CLO in the U.S., where it is commonplace to set up a GC or CLO, or else they 
have experienced a serious accident in their company. What they have in common is that 
they seem to have a strong sense of crisis. 

Therefore, the Management Team must reconfirm what legal functions can do in the 
first place, taking into account cases of other companies introduced in this report, and 
in turn, confirm that legal functions of their own company are functioning adequately. 
In addition, it is also important to carefully observe and consider whether there is a 
“crisis” that will destroy business creation and neglect risks. If you feel a sense of crisis 
as a result, it is necessary to consider top-down, large-scale reforms. 
 

(2) Gradual organizational reform (bottom-up implementation) 
Alternatively, it is possible to continue to make constant changes based on the existing 

legal department. This method can be easily implemented, not only by the initiative of the 
management team but also by the initiative of the legal department itself, and can be used 
when strengthening functions from the bottom-up. 

It is important for the Legal Department to clearly show the significance and purpose 
of their efforts to other internal stakeholders, such as the Management Team and 
business divisions, and contribute to the creation of business (value), thereby making 
progress while earning the trust of stakeholders. While top-down implementation may 
be done quickly, bottom-up implementation of reforms may require acknowledgement from 
various stakeholders in order to progress, so it is important to gain their trust. In order to 
gain trust, the Legal Department must first prove its value (performance). 

Therefore, creating a positive cyclical structure of “Initiative → Provide value → 

                                            
19 See page 28 of the Previous Report. In this report, GC or CLO refers to people who do the following. 

i) Managing the Legal Department 
ii) Fulfilling their responsibilities as a member of the Management Team in high-level positions, such 

as directors and executive officers 
iii) Is an experienced and skilled legal professional 

20 Overseas, in addition to GC and CLO, some companies have set up a separate Chief Compliance 
Officer (CCO) and give them individual compliance functions. 
21 See footnote 7. 
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Evaluate (acquire trust) → New initiative ...” is the key to strengthening bottom-up 
legal functions. 

 

[Figure 4: Diagram of organizational reform] 

 

3. Examples of specific implementation strategies for demonstrating legal functions 
 The examples of implementation strategies described below summarize and introduce 
corporate initiatives identified through interviews and study groups, so there are already many 
Legal Departments that have implemented similar initiatives. 
 In addition, measures similar to a positive circulation structure are implemented in 
departments other than the Legal Department, and is not limited to the Legal Department, but 
many companies are making efforts to create businesses (value). 
 
(1) Setting a vision to demonstrate legal functions 

First, the Legal Department itself needs to gain insight into its business strategy, market 
environment, and more specific management issues (cost reduction or business expansion, 
etc.) in order to “create business (value).” In order to fulfill these three functions, the Legal 
Department starts by setting a hypothesis for what problems should be addressed and what 
should be aimed at more specifically, and determine the direction. 

Therefore, it is advisable to first discuss within the Legal Department and set a tentative 
vision. 

At this stage, the vision is still tentative, so it is important to not focus on the format 
(abstract philosophical level like a mission or concrete action-based like a yearly plan), but 
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rather organize goals and issues you are aware of and include the contents and methods that 
are considered necessary for the solution. 

In some cases, without setting a vision, the current situation in (2) may be determined 
before any policy decision in (3) is made. Therefore, you should give consideration to the 
current situation of the company. 
 

(2) Grasping the current status with regard to demonstrating legal functions 
To make full use of legal functions, it is necessary for the Legal Department to recognize 

what stakeholders including the Management Team and business divisions to whom 
the Legal Department directly provides services expect of the Legal Department, and 
whether the Legal Department contributes to the creation of business (value). Based 
on this, it is necessary to determine the policy of the Legal Department (new philosophy 
and quality improvement, etc.). 

Therefore, it is effective to conduct questionnaire surveys and interviews with 
stakeholders including the Management Team and business divisions in order to 
confirm the matters and performance required of the Legal Department. 

When designing a specific questionnaire survey, it is important to clarify the purpose and 
the results to be obtained, based on the above vision. 

With regard to questionnaire surveys, there are some business departments that do not 
always have enough legal expertise. In that case, it should be noted that it may be difficult 
to properly evaluate the level of expertise of the Legal Department and the propriety of 
individual judgments, and that there may be discouragement due to individual criticism 
without cause. To address this, for example, if the matter is “speed required by the business 
side and response status,” then there is room for evaluation by the Management Team and 
business divisions as parties involved in the project together. In addition, it is possible for 
evaluations of individuals to be dealt with by designing a questionnaire survey or the like 
in such a manner as by making disclosures only to the section manager and the individual 
in question. 

When evaluating and examining the opinions of stakeholders that have appeared in 
questionnaire surveys, it is necessary to respect their opinions to the utmost, but also be 
careful not to be influenced solely by them. For example, it is possible that a business 
division gives a low evaluation because the Legal Department has demonstrated a “guardian 
function” and stopped the business, but needless to say, this does not mean that dangerous 
projects should be admitted. In this case, however, it is not enough to just say that a lower 
evaluation “couldn’t be helped because we stopped the business”, but the results should be 
accepted seriously, using them to discover issues such as whether substitute proposals were 
adequate, matters were explained in full, and interventions and decisions were rapidly used 
to identify issues. 
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<Examples of specific initiatives> 
○ Scope of questionnaire and examples of implementation methods 
・Distribute questionnaire forms from the Legal Department to the business divisions 

and have them respond on a regular basis, such as once a month, once a quarter, once 
every six months, once a year, or once every three years. [Many manufacturers, online 
services, etc.] 

・Legal Department staff members select several people who are usually associated with 
each other, distribute questionnaire sheets, and have them answered [Healthcare 
manufacturer] 

・Dispatch young staff members to officers in the adjacent department so they can hear 
an evaluation on the Legal Department through interviews [Electronics manufacturers] 

○ Example of questionnaire contents 
・Easy consultation, fast response, presenting alternatives, etc. [Airbnb] 
 * See Attachment 1 for an image of the actual survey 
 
In addition, it is useful when deciding policies to track as quantitatively as possible 

how much work the Legal Department is taking on, how fast it is processing cases, and 
how much it has in terms of resources. 

 
<Examples of specific initiatives> 
・With regard to contract review work, by digitizing contracts, and constructing a system 

to process them, grasp the work volume (number of cases, difficulty level, delivery 
time, etc.) and processing speed for each group/person with a list. [Electronics 
manufacturers] 

・With regard to human resources, grasp the background and skills of personnel in the 
Legal Department (including those who do not currently belong to due to studying 
abroad, secondment, etc.) with a list [Trading companies, recruitment services] 

 
(3) Decision and disclosure of policies for demonstrating legal functions 

Based on the current situation revealed by questionnaires, further deepen and flesh 
out the original vision, and decide it as a policy of the Legal Department. 

There can be so many different policies in terms of abstraction and content, such as the 
mission (philosophy) of the Legal Department as it is linked to the company's overall 
mission, and the “annual policy” created by referring to the business unit's annual plan, so 
both policies could be formulated. In any case, it is necessary to clearly set the goals and 
priorities of the Legal Department, and show what kind of services are provided to the 
Management Team and other stakeholders, and how to contribute to the creation of business 
(value). 

In addition, policies and other matters that have been formulated should be widely 
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disclosed to those including the Management Team and other departments, and 
declared as a role of legal affairs. Disclosure will clarify what legal affairs does for the 
company, which can be expected to create a more comfortable atmosphere for consultation. 
It can also be expected to facilitate cooperation with assessing the status of achievements, 
thereby closing the distance between the Legal Department and shareholders in the 
company to promote understanding and build trusting relationships. 

 
<Examples of specific initiatives> 
・Formulate the philosophy of the Legal Department corresponding to the philosophy 
(mission and vision) of the entire corporate group 
 [Beverage manufacturers, healthcare manufacturers, trading companies] 
・Formulate an annual policy that summarizes the fiscal year's activity policy and issues to 
be prioritized. [Beverage manufacturer] 
 
<Examples of content of the set policy> 
・Be a business person who knows the law, not legal staff who knows the business 

[Electronics manufacturer] 
・Clarify focused efforts to solve issues as a guardian (consumer issues, responding to plea 

bargains, etc.), focused efforts to create the future as a partner (Society 5.0, revising the 
law of obligations, responding to work style reforms, etc.) [Beverage manufacturer] 

・State mission to provide exceptional legal services to clients in a timely manner, present 
a big vision, clearly show how to create value, and clearly state the company’s stance 
[Healthcare manufacturers] 

・Define principles of “mission” and “value” and place them into each quadrant of 
competency [Trading company] 

・Based on interviews with top management, recognize M&A as the company's biggest 
management issue, and made a policy to realize effective management of M&A 
[Recruitment services]. 

 
(4) Reinforcing resources for demonstrating legal functions (excluding human resources) 

If it becomes necessary to start a new initiative, such as considering legal issues for 
developing areas that were not covered by the current law, then the issue is how to 
generate resources for that. For example, even if an attempt is made to pursue a new 
initiative, the number of contracts will not be reduced, so it is necessary to devise measures 
such as improving the efficiency and maintaining and improving the quality of existing 
contract review work. 

To obtain resources, there are two types of methods: releasing existing internal 
resources by reducing or transferring existing work, or else procuring new resources 
externally by using external experts. 
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In recent years, expectations have risen for legal services related to laws and contracts 
utilizing IT (so-called “legal tech”), such as electronic signature services, contract reviews 
and translations, and many companies are introducing this (at least on a trial basis). For 
example, utilizing legal tech in contract legal affairs is expected to not only speed up 
screening and signing of contracts, but also accumulate and share knowledge, consolidate 
risk information, etc., to improve quality, contributing to information management and risk 
management at the implementation stage. On the other hand, it has been pointed out that it 
is necessary to have appropriate legal skills in order to make full use of this, including 
strategic decisions, and some companies have passed on full-scale introduction because 
they are seeking higher reliability. 

In any case, at the current time, legal tech alone cannot handle everything, so when using 
legal tech it is crucial to consider what can be done and to what extent, how to use it 
effectively, and how much can be delegated. In addition, because performance will be 
improved by data accumulation and AI (Artificial Intelligence) learning, it is important to 
keep a close watch on trends, even if legal tech is not currently adequate. 

The strengthening (cultivation and acquisition) of human resources in the Legal 
Department is described separately in Chapter 4. 

 
<Examples of specific initiatives> 
○ Utilization of legal tech [many manufacturers and others] 
・Improve quality (leveling) and improve processing efficiency using contract review 

software 
・Improve efficiency by using translation software specialized in legal affairs 
・Develop software in-house for flow management, contract management, recording 
meeting minutes, etc. 
・Knowledge is translated into language and accumulated so that even inexperienced 
people can process it in the same way 

○ Other initiatives 
・ Outsourcing of contract business using contract lawyers (inexpensive lawyers 

specializing in contract review etc.) [Trading company] 
・Allowed the sales department staff to access the Legal Department contract database 

so that they can check contract information and other information themselves. 
[Electronics manufacturer] 

・Reduce the Legal Department’s involvement in low-risk projects, such as low value 
contracts (In the first place, do not inform, only report, in the future, the contract 
manager himself will use contract review software to check instead of the Legal 
Department checking) [Many companies] 

・ When a new issue arises in the company, the Legal Department will actively pick it 
up (to be assigned as the department in charge) to make it easier to request resources 
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[Electronics manufacturer, temporary staff agencies] 
 

(5) Establishing a system for demonstrating legal functions 
It is important for the Legal Department to not simply wait for a project to be brought in 

by stakeholders such as the Management Team and business divisions, but also actively 
collect information and participate in examination from the early stages of business. In 
addition, because they will participate, not only from the perspective of legal compliance, 
but also from the perspective of business promotion, the Legal Department must also 
gain the trust of shareholders not only as a guardian but as a partner, by actively 
making accurate proposals at meetings of the Management Committee and business 
division meetings. Prompt information collection is essential in order to proactively make 
proposals from the perspective of promoting business at management meetings, etc. 

Relationships with business divisions tend to be covered by personal skills, such as 
personal relationships between Legal Department staff and business division staff, and 
this skill is often thought to be required of a good legal staff. However, (even though it is 
good to require such skills of legal staff) in order for the organization to demonstrate its 
legal functions reliably and continuously, it is necessary to establish a structure for 
obtaining information on a daily basis, a structure for effectively processing projects, 
and a business foundation with organized systems. Individuals somehow managing to 
get their jobs done is not a reason not to act in an organized manner. 

In addition, many of the initiatives described here contribute to the resource enhancement 
of the above-mentioned (4) by not only improving the quality but also making the work 
more efficient. 

 
<Examples of specific initiatives> 
○ Initiatives to strengthen information collection capabilities across departments 
・Appoint a person in charge for each business division and unify consultation counters 

[Many companies] 
・Consultation counter is decided by a vertical axis (business divisions) and horizontal 

axis (antitrust law, landscape display method, etc.) and post it on an intranet (in-house 
network) to support consultants without delay [Beverage manufacturers, chemical 
manufacturers] 

・Legal Department personnel also participate in regular meetings of business divisions 
[Many companies] 

・A legal staff regularly takes a seat in the business division for “business trips” [Trading 
companies, etc.] 

・Invite executives and people in charge of business to participate in meetings of the 
Legal Department [Electricity manufacturers, beverage manufacturers] 

・Assess the management's awareness of issues by taking charge of the secretariat of the 
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Board of Directors [Beverage manufacturers, chemical manufacturers] 
・Make the top of the Legal Department a member of the Management Committee 
 [Trading companies, beverage manufacturers, and temporary staff agencies] 
・Improve report lines to report to the Legal Department, or prevent progress without 

approval22 [Many companies, including chemical manufacturers] 
・Expanded the division of duties of Legal Department so that they are intentionally 

overlapped with human resources department and public relations department 
[Beverage manufacturers] 

・A permanent council where multiple department heads gather under the Executive 
Committee that serves as a place to determine measures to overcome conflicts between 
departments [Healthcare manufacturer] 

○ Initiatives to improve service quality 
・Create an FAQ to standardize the answers and publish them on the intranet in order to 

reduce the number of simple consultations and streamline operations [Many 
companies] 

・Adopt a team system, with multiple people doing checks [Many companies] 
・While working based on teams divided for each business division, depending on the 

project, standardize quality by setting up a separate “project team” across the teams to 
promote exchange between the basic teams [Chemical manufacturer] 

・Regular business and non-affiliated business are separated, and for the standard 
business, a base that allows easily use of past data and accumulated knowledge is 
prepared and supported [Electric manufacturer] 

 
The study group also pointed out that companies which operate globally should control 

overseas subsidiaries and establish systems to contribute to the value creation of the entire 
group. Although this point was mentioned in the Previous Report23, it can be said that it 
continues to pose an issue to many Japanese companies. 
 
<Examples of specific initiatives> 
・Frequent discussions with overseas subsidiaries [Trading companies] 
・By incorporating executive officers of overseas subsidiaries as executive officers of 

headquarters, build a bridge between the headquarters and overseas subsidiaries and 
also make the officers themselves understand the headquarters policy. 

・Take advantage of business trips, the Legal Department manager interviews with the 
subsidiary Legal Department staff, and discusses direction and career sense so that 
they can understand personnel on an individual level (like those staffs in headquarters). 
[Trading companies] 

                                            
22 See page 29 of the Previous Report for the development of report lines. 
23 See page 39 of the Previous Report. 
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・Transfer locally hired staff to headquarters, appoint a team leader of the Legal 
Department, and have them work responsibly to be more self-aware [Trading 
Company] 

・Convene regular meetings of the entire Legal Department, and bring in lawyers 
belonging to overseas subsidiaries to provide a place for discussion at strategy 
meetings. [Trading Company] 

・Appoint a GC from an overseas subsidiary to the post of vice chairman of the Legal 
Department council, in order to give a perspective on the management of the entire 
company and to keep everyone oriented in the same direction [Beverage 
manufacturers] 

・ In a globally integrated company, the unification of (1) “Values”, (2) “Action 
Guidelines”, (3) “Business Processes”, and (4) “Ideal Human Resources” is promoted 
in the entire corporate group including the Legal Department. [Electronics 
manufacturer] 

 
(6) Re-evaluation of current status and policies 

Because legal functions should be performed continuously, the person in charge of legal 
functions should perform the above-mentioned initiatives, and perform the functions 
through their daily work. Then it is necessary to evaluate regularly whether they are 
sufficient, whether the original policy has been achieved, and whether they have 
gained the trust of stakeholders such as the Management Team and business divisions, 
and make corrections or create the next policy as needed. 

It is also effective to report the results obtained from the evaluation to the Management 
Team, and use them in subsequent activities. In particular, from the perspective of the Legal 
Department requesting resources from the Management Team, it is effective to quantify the 
daily business volume and reaction time in the Legal Department, and have the business 
divisions evaluate examples of specific contributions, then present the results of legal 
functions that are difficult to see in a form that is as specific and visible as possible. 
 
<Examples of specific initiatives> 
・Conduct questionnaire surveys of Management Team and business divisions (see (2) 

above) 
・Quantify the amount of work and the deadline compliance rate that are usually tracked 

using the basic system, report to the president, and promote the degree of contribution 
[Electronics manufacturer] 
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Chapter 4: Legal Career Skill Map -to develop legal talents with business acumen- 
 

1. Vision of human resources and Challenges 
(1) Discussion of ideal human resources 

For the three legal functions to be fully demonstrated in a company, each person working 
in the Legal Department is actually responsible for that function. For that reason, it is not 
enough for a company to simply establish a legal system or structure, but it is essential to 
secure appropriate human resources. 

The Previous Report presented “skills” and “mindset” as requirements for human 
resources who perform legal functions24. 
 

[Reference] “Skills” and “mindset” proposed in the Previous Report 
① Skill 
・Knowledge of laws and regulations related to your business 
・Deep understanding of products, services, business, and transactions 
・Knowledge and understanding of business environment, business practices and culture 
・Risk discovery ability (the ability to find issues in projects where the problem is not known) 
・Ability to analyze risks (ability to identify risks that can or cannot be taken, sense of balance 

between avoiding risks and losing opportunities) 
・Solution proposal and judgment (not only objective legal analysis, but also the ability to 

determine solutions that will contribute to corporate behavior) 
・Ability to execute judgments 
・Communication skills (ability to explore alternatives through constructive dialogue with 

business divisions and to fully discuss how far risks can be minimized) 
・Ability to explain clearly to the Management Team and business divisions. Being easy to 

understand means lacking certain legal details, but requires the ability to judge what may be 
omitted. 

・Knowledge of accounting, taxes, IT, etc. 
・English ability adequate for negotiations with foreign companies 
(Ideally, adequate English skills for debate) 
・Broad and strong network with external lawyers and ability to manage external lawyers 
 
② Mindset 
・As a corporate legal professional, it is necessary to be aware of one’s status as a corporate 

guardian and a good business partner. 
・It is necessary to have respect and curiosity for the business and try to actively engage in 

various businesses without being confined to the legal domain. It is also important to be 

                                            
24 See page 23 of the Previous Report. 
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involved in other departments and be willing to get involved. 
 
In addition, with regard to the discussion of the Training WG, regarding the required 

human resources, in addition to basic knowledge of laws and regulations in general, 
skills such as understanding and analysis of business, negotiation and persuasion, and 
IT literacy, it also explained the attitude and mindset of finding realistic solutions25, 
and the importance of a dual commitment of both the organization and expertise as a 
company professional 26 . Some say that among personnel with these qualities, those 
specialized in management and legal affairs should be called "legal talents with business 
acumen". 

These skills and mindsets should be required of those who perform the above three legal 
functions. 

There may be several desirable ways to have vision of “legal talents with business 
acumen”, depending on the size and type of business of each company, the position of the 
Legal Department, and the stage of development, and each should explore what is right for 
them. 
 

(2) Necessity to consider measures to develop and acquire the required human resources 
I reality, it is not easy for corporate legal staff to have all of the above-mentioned qualities 

of “legal talents with business acumen”. 
For example, in the Previous Report, conventional Legal Departments had work brought 

in by routine, and the company's situation and goals were not shared with them, so they had 
a weak sense of involvement or attitude of cooperation with business divisions. In addition, 
if the Legal Department became more reluctant because they hoped to avoid business 
divisions imposing risk judgments or criticism at a later date, so there was no trust 
relationship between the legal department and the business divisions, then they would 
become skeptical of each other, and unable to reach discussions that combine their 
wisdom27. 

This lack of mindset could hinder the creation and navigation functions in 
particular among the three functions, and make legal functions an “overzealous 
guardian” that would lose the opportunity to create new value. 

The Previous Report also suggested solutions to overcoming issues related to human 
resource development. These included “providing and using various educational 

                                            
25 See materials submitted by the 2nd Training WG Committee Member: Ms. Mimura and Mr. Takano 
 https://www.meti.go.jp/shingikai/economy/homu_kino/ikusei_wg/002.html 
26 Keep a commitment to the organization or company to which they belong, while also keeping a 
commitment to a professional reference group outside the organization and their ethical standards. 
27 See page 30 of the Previous Report. 
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opportunities” such as on the job training in business settings, enhancement of in-house 
education programs, training at related organizations, and recurrent education at graduate 
schools, and “recruiting external human resources”, such as recruiting candidates with 
experience in legal affairs, and secondment from law firms28. 

However, since the Previous Report was published, some have said that it was not clear 
how to address these recommendations. The development and acquisition of human 
resources are also an issue for human resource management as a whole in corporate 
management. Therefore, the following sections describe initiatives for issues related to 
human resource development and acquisition. 

 
2. Basic Concepts 

(1) Japanese-style employment environment 
In the Legal Department, as in human resources management system in Japanese 

companies, salaries are determined not by business content but by personal factors such as 
years in the company, and new graduates who are recruited collectively rotate to various 
departments (not limited for specific jobs). Traditionally, there is a strong idea of “human 
standards” (membership type). 
 

[Reference] Japanese companies' systems and practices that support human-based human 
resource management29 
•Careful hiring of new graduates on a regular basis 
•Systematic in-house education and training 
•Regular raises and promotion with assessment 
•Flexible job assignment and small group activities 
•Guaranteed employment until retirement 
•Company-specific unions and a labor-management consultation system 
•Centralized management of both white-collar and blue-collar employees as “regular 
employees” 

 
In contrast, in the United States and Europe, it is common to acquire human resources 

externally, with hiring by position, specialists and generalists are separated and selected 
early, and wages are determined on a job performance basis. Therefore, human resources 
are not centrally managed by the human resources department, but rather are managed in a 
decentralized manner by each department. This is said to be a “business standards” (so-
called job type) human resource management approach. 

                                            
28 See page 33 of the Previous Report. 
29 Moriguchi, Chiaki (2013) “The Japanese Human Resource Management Model and High Growth”, 
Japan Labor Studies Magazine No. 634, pp. 52-63 
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(2) Current issues and future direction 

Japanese-style human-based human resource means that over a long career path, 
employees are transferred to multiple workplaces and occupations, accumulate on the job 
training, and experience a wide range of adjacent fields, resulting in a wide range of 
expertise. This is by no means inferior to European and American business standards. 

However, in situations where the competitive environment is changing drastically, such 
as the need for innovation due to the progress of the Fourth Industrial Revolution, functions 
that actively create business (value) such as the creation and navigation functions will be 
more important, so the expertise required of human resources is rising even higher. In this 
changing competitive environment, if human resources are developed to be generalists (in 
a bad sense) without clarifying human resource requirements based on “human standards” 
as in the past, then the skills and mindset required in the future will not be sufficient, and 
there is a possibility that the necessary functions cannot be fully demonstrated. 

Therefore, companies may need to adopt the concept of business standard of 
“finding necessary abilities and distribution from the ideal legal functions for their 
company and allocating the appropriate personnel who can handle those duties,” 
rather than the human standard of “how to make use of the people they have”. 

Of course, this is not a debate about the low quality of the current Legal Department staff. 
Rather, the legal staff who has cultivated a legal mindset have the potential to meet the talent 
requirements clarified in accordance with the future legal function. They should discuss the 
skills and mindset required to actively create business (value) in line with the changes in 
the times, and what methods there are to acquire them. 

Clarifying the legal human resources requirements can in turn make the Management 
Team and business divisions aware that legal human resources have the potential to actively 
contribute to the company's “business (value) creation”, so there need to be initiatives to 
spread that awareness. 

Furthermore, diversification of human resources is progressing due to the increase of 
corporate lawyers, further advancement of women in society, and utilization of foreign 
human resources. In addition, the type of employment form is not limited to one that 
assumes lifetime employment or full-time employment, and there will be many other types 
of employment, including career advancement by changing jobs and an emphasis on work-
life balance. Diversification of human resources and careers can be an element that 
promotes a shift from the idea of human standards based on the premise of “mass 
recruitment of new graduates”, and indicates the need to actively promote this. 

 
(3) Bearer of legal functions 

In this chapter, the legal functions leader (legal talents with business acumen) in many 
Japanese companies (of at least a certain size or more) is considered to be the Legal 
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Department. Therefore, legal functions leaders are basically assumed to be the staff (or 
candidates) of the Legal Department, but in fact it is not necessarily limited to them. 

For example, in small companies such as start-up companies, having a dedicated person 
in legal affairs is resource-intensive, and they can be used for other tasks. The discussions 
in this chapter and Appendix 2 “Legal Career Skill Map -to develop legal talents with 
business acumen-” can serve as a reference for training that person's legal abilities.  

Even employees who are not in the Legal Department can take on part of legal functions 
if trained properly. For example, even an employee in a business division of a company that 
has a specialized Legal Department may be able to detect the danger of a cartel or notice 
the risks hidden in a contract to some extent, depending on their training. Engineers who 
develop in-house tools that support legal functions can also be considered part of legal 
functions. The discussion in this chapter may also be relevant when fostering them as human 
resources who are responsible for legal functions. 

 
3.  Examples of specific development and acquisition measures 

(1) Show the right people 
Although the requirements for “legal talents with business acumen” were presented 

above, the specific ways they are arranged and emphasized may vary depending on the 
management goals and organizational structure of individual companies, the qualities and 
characteristics of individual human resources, and so on. 

When training human resources internally, without indicators it is difficult to know what 
kind of people to train, what they should aim for and how to gain experience, making it 
impossible to nurture well-matched human resources (the right people). Also, when 
acquiring human resources externally, without indicators it is not possible to know what 
kind of human resources to acquire or what is required to join the company, which can also 
cause mismatches. Therefore, in order to nurture or acquire the right people, it is first 
necessary to clearly indicate what kind of post / duties and what kind of human 
resources the company is seeking. 

 
① Accepting and presenting various career paths 

Even if companies clarify the image of the people they want, it is difficult to maintain 
the incentive to work if employees do not understand how they may be treated as a result 
of their efforts to match. Also, as mentioned above, the attributes and intentions of legal 
human resources are diversifying, so in order to create an attractive organization that can 
hire excellent legal human resources, it is necessary to draw a career path that matches 
individual attributes and intentions. Therefore, when developing and acquiring the 
right people, it is effective to first show what kind of career paths are available. 

When doing so, it is necessary to keep in mind that there are diverse career paths 
and it is not necessarily the case that “employees involved in legal functions are 
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Legal Department staff”. This is based on the facts that the visions of ideal human 
resources are changing and diversifying along with the demand for the three legal 
functions, especially the partner function. Furthermore, mobility of human resources is 
increasing with job changes and concurrent external employment. The barrier of 
experience is low due to advances in legal tech, as people can share and use precedents 
and knowledge. Also, some companies currently have an imbalanced workforce as a 
result of cutting their back-office workforce when the economy had slowed down. 

For example, even if new graduates are hired and assigned to the Legal Department, 
those who have not only legal expertise but also broad knowledge and management skills 
beyond legal affairs will maximize corporate value, and could be potential contributors 
as members of Management Team, or as leader in the Legal Department. Legal staffs 
have repeatedly conducted training to assemble logic, such as whether businesses can be 
established with a certain interpretation in the current law. In the course of work, they 
have cultivated a high level of analytical skills, and the ability to derive practical solutions, 
so the Legal Department has the potential to produce useful human resources not 
only for other departments but also for the Management Team. 

On the other hand, human resources who have refined and deepened their legal 
expertise will be able to support legal function as experts. If they have a strong interest 
in the business and are expected to play an active role at the forefront of business, it can 
be more effective to assign them to business divisions as a business person who 
understands legal affairs. It can also be expected that legal functions of the entire 
company will be improved by human resources who understand the legal affairs going to 
other business divisions. 

Human resources with legal experience and understanding of legal affairs can be 
expected to strengthen legal functions and the legal response system of the entire 
company and improve sensitivity to legal risks by playing active roles in the 
Management Team and business divisions. 

 
[Figure 4: Image of new career paths not confined to the Legal Department] 

 
 

 
② Present desired human resources 

- Legal affairs is a highly specialized “closed world” 
- Legal affairs mgmt is a “superior legal staff” post 
- Staff capable of legal affairs ARE the Legal Department 

- Legal affairs is “a function” that requires expertise 
- Legal affairs mgmt is a post for “people who can support business 
with their high expertise” 
- Staff capable of legal affairs ARE NOT the Legal Department 
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In addition, it is necessary to provide an image of the career path and to show and 
guide what abilities and skills are required in order to make progress in the desired career. 
Such an approach can be undertaken for either a narrow or wide range of abilities and 
skills depending on the industry and career. 

Regardless of range of focus, it is meaningless to show an image of ideal human 
resources unless it actually functions as a reference for evaluation or development, 
rather than merely showing ideals and going no further. Therefore, when creating the 
image, companies should write it based specifically on the action, or what the ideal 
human resources should be able to do, so that it can be used for evaluation and 
development. If they simply describe it based on the ability, or what knowledge personnel 
should have, then it is difficult to evaluate whether they have the ability, and it will not 
function as a standard for evaluation and development. 

Depending on the company, there are cases where the Legal Department cannot 
independently set an evaluation axis, due to the existence of company-wide evaluation 
methods and standards defined by the human resources department. In that case, it is ideal 
to coordinate with the human resources department, but if that is difficult, there are some 
instances of the Legal Department creating the standards they wanted, then “reading them 
into” company-wide standards. 
 
○ Indicate desirable behavioral characteristics (legal competencies) as corporate legal 
affairs 

One of the ways to indicate the sort of human resources sought after is to show the 
skills that people involved in corporate legal affairs should have. Regardless of class or 
post, in order to realize legal functions with the above-mentioned three functions not 
limited to just guardians, or to achieve visions, missions, policies embodied in each 
company, it is necessary to identify and show necessary skills and mindsets. 

 
<Examples of specific initiatives> 
・Define the legal knowledge required of a “trusted business partner”, set 20 core skills 

divided into legal liquidation, risk determination and solutions, negotiation, etc. and 
created “Legal Governance Competencies” that describe actions to be taken for each 
skill [Cosmetics manufacturer] 

 
○ Indicate the skills and mindset required for each job type and position (skill map) 

A more specific way of indicating human resources is to plot the necessary skills and 
mindset on the vertical axis, and job types such as the management course and 
professional course, as well as positions such as junior staff and senior staff on the 
horizontal axis, making a skill map that shows the necessary actions for each job type 
and position. By creating and utilizing skill maps, individual staff can understand 
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how (what can be done so that) they can step up the corporate ladder or what they 
are lacking, making their goals clearer. It can also be used as a tool for management 
to talk with staff about career plans and development policies. The important point 
is that the skill map is only a tool, and it can be used to stimulate discussions on 
human resource development and recruitment, improve the motivation and 
engagement of legal human resources, and improve human resource development 
and recruitment. 

When creating a skill map, keep in mind that it is not too precise and has a certain 
degree of flexibility. According to companies that tried making skill maps, some were 
of the opinion that trying to write all the elements which seemed necessary would make 
the skill map unwieldy or difficult to realize. Examples that companies evaluated as 
functioning well are skill maps that did not include the necessary skills depending on 
the duties or situation, and skill maps that emphasize soft skills including 
communication. 

Needless to say, the required capabilities and the like (vertical axis) should be 
consistent and able to explain the relationship with missions, policies, and competencies 
that are created separately. 

 
<Example of skill map> 

This study group tried to show a specific example of a skill map as shown in Appendix 
2 of this report, “Legal Career Skill Map -to develop legal talents with business 
acumen-”.30 

However, the description of the skill map can vary considerably depending on the size, 
stage, industry, vision, mission, etc. of the company. In order to make it easier to use in 
practice, it is possible to devise a more detailed division of the legal profession and 
describe it in a form in accordance with the profession. 

The skill maps in the appendices of this report are only examples for general reference, 
so the person in charge of each company should consider creating a skill map that 
matches their own circumstances while referring to this. 

 

○ Indicate necessary human resources requirements for each post (job descriptions) 
The most specific way of indicating human resource requirements is to show in detail 

the abilities, qualifications, experience, and the like required for each post (e.g. in charge 
of XX, section chief of XX). This method is widely adopted by foreign-affiliated 
companies in the United States and elsewhere, but is not as popular in Japanese 
companies. 

As mentioned above, ability is often described on an action basis, but it can be 
                                            
30 In preparing this report, the study group referred to The Association of Corporate Legal Departments 
“Knowledge and Practical Ability Matrix”. 
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described more specifically because it is created for each post. Qualifications might 
include, for example, whether or not qualifications as a lawyer are required. Experience 
might include “X years in charge of Y” or “X years managing a department with at least 
Y employees”. 

These may be particularly effective as recruitment criteria for acquiring human 
resources externally, and may be seen more often in foreign-affiliated companies 
because of the relatively large number of job changers. 

 
<Examples of specific initiatives> 
・ Create job profiles that summarize the purpose, responsibilities, necessary 

educational background, experience, skills, etc. for each position, and review it as 
necessary [Pharmaceutical maker] 

・Define soft skills for making decisions on promotion, advancement, or demotion to 
each job level based on personnel rules [Pharmaceutical maker] 

 

(2) Develop the right people 
It is necessary to clearly define ideal human resources sought after as “legal talents with 

business acumen,” and consider training methods that match ideal human resources, so that 
the right people can grow in line with the ideal human resources image. 

Legal functions are a necessary function not only for large companies with relatively 
abundant resources, but also for so-called “one-person legal affairs”, companies that do not 
have dedicated legal staff, venture companies, and companies that have just been 
established. These companies have varying situations, so they should implement functions 
in a realistic and feasible manner by referring to the following initiatives, while taking into 
account their own personnel systems, relationships with business divisions, and leeway with 
human resources. 
 
① Improvement of expertise 

Since legal functions co-create value through communication utilizing legal 
knowledge, the human resources responsible for legal functions must first have 
knowledge of laws and regulations, notifications, guidelines, etc. 

As the person in charge, legal staffs often have some knowledge of basic laws such as 
civil law and company law to start with. In implementing projects, if they have the ability 
to pinpoint issues, legal analytical skills, the ability to guide and propose realistic 
solutions and options, and a legal mindset, they can effectively demonstrate their 
knowledge. Therefore, in the process of learning basic law, it is important to cultivate a 
so-called legal mindset, including the ability to extract issues, the ability to analyze legal 
matters, and the ability to make proposals. After joining the company, it is necessary to 
learn about even more detailed practical laws and legal systems, as needed, including 
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general laws such as antitrust laws and consumer contract laws, as well as the legal 
systems of other countries, business laws that apply only to specific industries, and 
systems used in specific cases such as Regulatory Sandbox Systems. In addition, it is not 
unusual for laws and regulations to be revised or to be subject to precedent and 
interpretation, so it is necessary to constantly update one’s knowledge with the latest 
developments. 

Although the type and depth of knowledge required varies depending on the type of 
business and the tasks in charge, the training that can be done as an organization could 
take the form of teaching on-the-job training or providing opportunities for internal and 
external learning. 

 
<Examples of specific initiatives> 
・“Half-real” training to discuss an issue and determine how to make decisions using 

examples based on actual cases [Beverage manufacturers] 
・Practical training and on the job training, such as by comparing and reviewing multiple 

cases using past cases that are comprehensively and systematically accumulated with 
tools such as contract review software 

・Short-term study abroad at a foreign or domestic law school or attending a non-degree 
program [Many companies] 

・Have employees participate in recurrent education at a graduate school that emphasizes 
writing academic papers, not law school31 

・Temporarily dispatch employees to countries where business is done (overseas training 
dispatch system) [Trading company] 

・Participation in training at external organizations [Many companies] 
 

For combinations of on the job training and off the job training, the idea of the 
“experience learning cycle” presented in expert research in the field of human resources 
is a good reference. 

 
[Reference] Experience learning cycle32 
 An “experience learning cycle” has been proposed as a model of how people learn from 
experience. In the experience learning cycle, learning is defined as “the process of creating 
knowledge through the conversion of experience”, and it assumes that human learning is 
promoted while spiraling through the following four steps. 

                                            
31 For example, Kobe University Graduate School of Law has a “Top Lawyers Program” which is a 

doctoral program for practitioners who want to master their expertise, covering fields such as tax law 
and competition law. 

32 Kamibayashi, Norio, et al., “Human Resource Management Learned from Experience” [New Edition], 
p.114 et seq. 
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① Concrete experience (actual experiences and facts encountered during work), 
② Reflective observation (reflecting from various perspectives on the meaning of events 

and facts in concrete experiences) 
③Abstract conceptualization (drawing lessons from the semantic content of the experiences 

revealed by reflective observations and creating a theory that can be applied in other work 
situations) 

④ Active experimentation (applying theories found in abstract conceptualization to work) 
 
 This theory is characterized by the importance of introspection on experience and the 
emphasis it places on eliciting theories from experience that are useful for work, and it states 
that the link between on the job training and off the job training is essential for the growth of 
human resources. 

 
② Understanding business, accumulating on-site experience 

Legal staffs cannot provide the best answer for a company unless they have the legal 
expertise and a sense of understanding the issues and goals of management and business 
divisions. In order to nurture this sense of management and business, and a positive 
and more creative mindset to act as a partner, it is effective to create opportunities 
to get outside the Legal Department and get to the business. 

In fact, according to the results of research on professional human resources within the 
company that are not limited to legal human resources, human resources that have a 
strong sense of contributing to the business, possess high generic skills (high skills as a 
member of society), and have a broad range of expertise (professional human resources), 
often have experience such as “experience and rotation in multiple domains” and 
“building in-house personal connections (other than in their own department).”33 

Measures to gain on-site experience include the following. 
 

[Figure 6: Examples of measures to gain on-site experience] 
*The figure below shows the difficulty of utilization for the junior level and the senior 

level in the form of a matrix for convenience. However, this is only conceptual, and 
the difficulty varies depending on the situation of each company. 
 

                                            
33 Material submitted by the 3rd Training WG Committee Member Dr. Ishiyama 

https://www.meti.go.jp/shingikai/economy/homu_kino/ikusei_wg/https://www.meti.go.jp/shi
ngikai/economy/homu_kino/ikusei_wg/002.html/003_01_00.pdf 
For more details, please refer to Ishiyama, Tsunetaka (2017) “Accumulation of Human Capital as 
Corporate Professionals, and Effectiveness and Issues in Professional Systems” (JILPT Material 
Series No.192, Chapter 3). 

Junior Level 

Easy Hard 

https://www.meti.go.jp/shingikai/economy/homu_kino/ikusei_wg/https:/www.meti.go.jp/shingikai/economy/homu_kino/ikusei_wg/002.html/003_01_00.pdf
https://www.meti.go.jp/shingikai/economy/homu_kino/ikusei_wg/https:/www.meti.go.jp/shingikai/economy/homu_kino/ikusei_wg/002.html/003_01_00.pdf
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○ Participation in business division meetings and negotiations, temporary relocation of 
seats 

First, there is a method of attending regular business division meetings (such as 
regular debriefings) and actual negotiations to learn what kind of discussions are taking 
place. This is relatively easy to implement because the business division takes a low 
acceptance cost and it is feasible for the legal department if they can afford to let staff 
leave their seats for a few hours. In addition to education, it is also used by many 
companies to help early detection of risks. Participation in actual negotiations will 
increase the autonomy of legal staff in matters involved, and will provide an 
opportunity for them to more directly experience their responsibility as people in charge 
of legal functions, and develop a management perspective and business sense. Legal 
Department and other business divisions may have different cultural backgrounds, 
which will encourage cross-cultural communication and promote mutual understanding. 

Taking this one step further, some systems have business divisions set actual seats 
on a regular basis, such as once a week, working in a manner similar to legal business 
trips. Other systems have the legal office in charge set up as a separate room located 
adjacent to the sales department in charge. Although the cost will increase, staff will be 
closer to being a member of the business. It can be expected that communication with 
business divisions will be more active and opportunities for contact with on-site 
information will increase dramatically, so staff will have deep experiences. 

 
○ Participation in the Management Committee 

Furthermore, higher-ranking personnel, such as the top of the Legal Department, can 
get a perspective of the entire company by attending high-level management 
perspectives, such as attending management Meetings. Even if they cannot do that, in 
some cases, the Legal Department has taken on the secretariat of the Board of Directors, 
which has made opportunities to get in touch with management discussions. In addition, 
the Legal Department can participate in discussions in a wider range of fields by taking 
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part in specialized internal discussions (e.g., the Governance Committee, Compliance 
Committee) and utilizing its legal knowledge, thereby participating more deeply in 
management. 

 
○ Utilization of concurrent post (joint post) 

It may be difficult to secondment employees because human resources in the Legal 
Department are limited, or there is risk that personnel transferred from the Legal 
Department to other departments will not return, or it is difficult to transfer employees 
to other departments due to the personnel system. In these cases, there is the option of 
giving personnel in the Legal Department an opportunity to experience jobs in other 
departments without leaving their own department, through concurrent posts. 

The extent to which they can actually perform non-legal work varies case-by-case. 
Yet, there are advantages such as encountering information by entering the email 
address of their concurrent post department when engaged in concurrent position work, 
and making it easier to participate in discussions within the department. There are 
various examples of concurrent posts, including back office functions such as human 
resources departments, and innovation-related tasks such as departments that start new 
businesses, in addition to corporate planning departments and business divisions. 
 

○ Secondment to other divisions and subsidiaries 
There is a method of actually transferring employees to another department or 

subsidiary (regardless of which department serves as their permanent domicile), so 
they can gain experience in a wider field or have a place to play an active role. 

Seconded employees are often responsible for legal affairs in the department or 
subsidiary they are seconded to, and by utilizing their experience in legal affairs, they 
may be assigned as the head of the division or the right arm of the management class, 
or assigned to work in sales if they have the ambition and ability to do so. It may also 
be possible to transfer to other administrative departments that are particularly 
compatible with legal affairs, such as corporate planning, auditing, and human 
resources. This kind of secondment is also an effective approach for realizing a variety 
of career paths for Legal Department members. For example, at a company engaged 
in many different businesses, such as a general trading company, seconded employees 
can experience various businesses within the company’s own group. On the other hand, 
if a company specializes in one business, even if an employee gains experience in other 
departments, the experience they can get inside the company is limited. 

 
○  Concurrent external employment 

If a company's business is limited, and an employee wishes to broaden their horizons 
by gaining deeper knowledge of other business areas, they may be able to go outside 
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the company by pursuing concurrent external employment. At present, it seems that 
many companies prohibit concurrent external employment in order to preserve 
confidentiality and dedication. 

The training WG found opinions stating that the risk for hired and non-hired people 
is lower for concurrent external employment than for job changes, and because it is 
possible to lend and borrow human resources in a part-time manner, hard to find legal 
human resources can function flexibly in different companies, so this would be 
particularly effective for small and medium-sized businesses and startups. 
 

③ Improving universal skills (generic skills) 
Universal skills (generic skills) such as leadership, management skills, information 

gathering skills, and coordination skills are also in strong demand, especially for 
managers with legal knowledge and those who aim for GC or CLO beyond that (see the 
skill map in (1) ③ above). 

In order to foster such skills, it is considered effective to give employees experience in 
“judging on their own (becoming responsible)” within a limited range by conducting 
internal and external training, in addition to seconding employees to subsidiaries and 
assigning them as legal affairs staff within the business division. 

 
<Examples of specific initiatives> 
・Build a database of human resources who are (or were) in the Legal Department, list 

who has what kind of experience, and use it for personnel changes [Electronics 
manufacturer] 

・Conduct training workshops on drafting and negotiations for young members (2nd-
6th years) [Trading Company] 

・If there are young legal staffs who can aim for top management, accept people 
nominating themselves, select generalists early, have them take a special leadership 
program, and rapidly rotate them around business bases in multiple countries, 
putting them on the fast track [Pharmaceutical maker] 

・Take the position of someone in charge of an overseas base and gain experience with 
very difficult situations, such as tumultuous discussions with people from abroad 
[Trading Company] 

 

④ Evaluation and guidance that meet requirements 
As shown above, it is necessary to evaluate and instruct staff on the propriety of 

requirements based on their achievements. If there is a discrepancy between the ideal 
human resources and their evaluation, it means that the policy has lost focus, and it 
betrays staff who believed in the image of ideal human resources and made effort to 
become that ideal. If the evaluation cannot be performed according to ideal human 
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resources, it means that the image of ideal human resources has been set incorrectly (the 
company was not really seeking such human resources, the images of ideal human 
resources are too abstract, etc.) 
 
<Examples of specific initiatives> 
・Conduct self-evaluation based on competency, followed by evaluation by senior 

managers and reconciliation with self-evaluation [Cosmetics manufacturer] 
・ Conduct a 360-degree evaluation, done not only by superiors but also by 

subordinates [Many companies] 
・Not only the Legal Department but also the individuals in charge of legal affairs are 

evaluated by their counterparts in the business divisions [Online services, cosmetics 
manufacturers, etc.] 
*However, the evaluation of the business divisions and the correctness as a legal 
staff may be in conflict (for example, when stopping a business), so there must also 
be evaluation by superiors. 

 
(3) Acquire the right people 

If the goal is to secure a pool of human resources that should be trained from a long-term 
perspective as a prerequisite for the development of “legal talents with business acumen,” 
or if there is no appropriate personnel who matches the image of ideal human resources at 
the moment and thus seek work-ready personnel, then it is necessary to obtain the right 
people (candidates) externally. 
 
① Recruitment of new graduates 

As described in 2. above, although it is necessary to shift to the concept of the business 
standard, in many cases, human resources assigned to the Legal Department in batch 
hiring of new graduates will be responsible for legal functions, so hiring of new graduates 
is still important as the center of human resources acquisition. 

As described in 1. (1) above, human resources who are in charge of legal functions 
require specialized knowledge such as a legal knowledge, so ideally people assigned to 
the Legal Department should be hired directly by the Legal Department. Among Japanese 
companies, some Legal Departments have the human resources rights to 
recruitment including new graduates 34 . But in the case of Japanese companies, 
especially large companies, the human resources department has stronger authority, and 
personnel assigned to the Legal Department are decided from among new recruits by the 
human resources department (that is, the Legal Department does not independently hire 
new graduates). 

                                            
34 During interviews, this situation was seen at consumer-oriented online service companies and 
electronics manufacturers. 
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However, even if recruitment is being performed by the human resources 
department, there are cases where the Legal Department is planning to acquire 
better human resources. 

 
<Examples of specific initiatives> 
・ If there are human resources who are expected to be assigned to the Legal 

Department (law school graduates, qualified lawyers, etc.), then Legal Department 
staff will be present during interviews in the recruitment process. 

・Invite students who want to be assigned to the Legal Department into the recruitment 
process by sending the Legal Department to law schools etc. to hold briefing 
sessions and explain the corporate legal affairs of the company. 

・Do promotion by taking advantage of opportunities to connect with students, such 
as giving lectures in courses offered to students who are interested in corporate legal 
affairs at universities or by accepting student interns35. [Many companies] 

 
With regard to recruitment standards, it is difficult to see the potential of new graduates 

as legal human resources, but they should be rigorously and systematically studying the 
law, and have language skills, communication skills, and leadership skills. 
 
② Mid-career recruitment 

On the other hand, it is also true that employees in the Legal Department change jobs 
more often than employees in other departments. For example, the ratio of mid-career 
recruitment among legal staff has increased from less than 1x to around 1.7x, and it has 
also been reported that the number of personnel recruited by a certain leading personnel 
staffing and placement company has reached 2,000, and that it has increased rapidly in 
recent years 36 . According to a survey by The Association of Corporate Legal 
Departments, mid-career recruitment has increased from 15% to 30%. 

However, even though mid-career recruitment is gaining speed, competition for talent 
is fierce, and many companies have reported that it is difficult to hire human resources 
who can take charge of international projects. In the human resources system in Japan, 
the company-wide personnel system and salary system are well-defined. The fact that 

                                            
35 For example, Doshisha University Faculty of Law and Graduate School of Law introduced an early 
graduation system to the Graduate School of Law (master's course), provided a special course program 
aimed at developing human resources in corporate legal affairs (“Corporate Legal Professional 
Development Program”), and has placed many students in legal and intellectual property-related 
departments. In this program, a number of active legal staff are invited as lecturers to enable deeper 
understanding of corporate legal affairs practices, and internships focusing on issues specific to the 
Legal Department (”Legal Fieldwork”) are implemented with the cooperation of supporting companies. 
 
36 December 19, 2018 Nihon Keizai Shimbun “Legal Human Resources, Needs Growing” 
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experienced candidates from outside the company, especially applicants from law offices 
recruited to Legal Departments, cannot get proper treatment and are often mismatched, 
so this trend seems to be accelerating. On the other hand, some companies have 
overcome mismatching of mid-career recruitment through ingenuity. In addition, 
some have said that, in the first place, they do not have to only pursue Japanese 
candidates (especially with regard to international legal staff) who are difficult to 
recruit, but consider hiring foreign human resources as an option. 

Also, some companies that have their headquarters in Japan say they are struggling to 
find out how to train and manage foreign legal human resources from their overseas 
subsidiaries (not limited to mid-career recruits), and whether they have the same values 
as the headquarters. In the study group, some were of the opinion that it might be helpful 
to examine how foreign-affiliated subsidiaries in Japan are responding to this. 

 
<Examples of specific initiatives> 
・(Unlike new graduate recruitment,) mid-career recruitment is carried out with the 

authority of the Legal Department, not the human resources department.  [Trading 
companies] 

・Give slightly better treatment to mid-career recruits, as staff members different from 
the rest. 

・(For some senior positions) By contracting on an annual basis in the form of 
commissioned contracts, mid-career recruits are separated from the normal 
employment system and given special treatment [Cosmetics manufacturer] 

・ Incentives are given by awarding stock options separately from regular 
compensation. [IT services] 

・It is difficult to recruit human resources in Japan who can do international work, so 
hire for international work at foreign subsidiaries (local).[Electronics 
manufacturers] 

 
③ Increase excellent human resources supplied to the market 

Although their perspectives are slightly different from those of companies, it is 
necessary to put more high quality legal human resources (candidates) to the world in 
order to strengthen legal functions. 

 
○ University and graduate school education 

The role of university is considered to be significant, as it is the place where many 
people will come into full contact with the law for the first time. As mentioned in ① 
above, many companies said that new graduate students are expected to 
systematically study law, and have basic legal grounded skills such as a legal 
mindset that has been cultivated, as well as having language skills and 
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communication skills, and leadership backed by these. 
On the other hand, from the students’ perspective, it seems that there are certain 

poor prospects regarding the points of contact or relationship between their own study 
at the university and the qualities required by corporate legal affairs. Certainly, from 
the student's point of view, it is easy to understand that although they understand well 
that language skills and communication skills are important in the field, they have 
doubts about how their main focus of learning and achievements while studying in 
school will connect to actual legal affairs in a corporation (for example, is it sufficient 
to study with an emphasis on the theory and of current law interpretation and 
application focused on the basic law, or is it necessary to accumulate knowledge of 
various business laws adjacent to this in the legal system, because they are related to 
day-to-day work). As mentioned in 3. (1), in order to acquire the right people, it is first 
necessary to clearly show what kind of human resources the company seeks, but this 
is not limited to in-house training. In order to be able to continuously acquire talented 
candidates as legal human resources, it is necessary for the companies to make clear 
the ideal human resources (skills, abilities, knowledge, and qualities) that students are 
expected to be by the time they complete their undergraduate or graduate program, in 
addition to conducting internal training. This must be done through communication 
with universities as described in 3. (3) ①, and universities are expected to flexibly 
incorporate this into the education they practice. 

Based on this awareness of issues, Doshisha University the Faculty of Law, one of 
the universities, engaged in unique education with a focus on corporate legal human 
resources development from a relatively early stage, started a special class for students 
to understand the significance of corporate legal affairs and give them an opportunity 
to think independently about the connection with learning while still in school37 in 
April 2019 in parallel with a study group (including two working groups) debate. Some 
students commented that this overturned their assumption that corporate legal affairs 
were something like a corporate courtroom, and revealed the following opinions about 
their future studies. In addition, because this class was intended for undergraduate 
students including many first and second year students, it must be noted that they gave 
these opinions without knowledge of some (or most) initiatives in graduate schools or 
later years, such as classes and programs for higher grades. For example, Doshisha 
University offers a series of educational programs, including legal fieldwork 
(corporate Legal Department specialized internships), under the “Corporate Legal 

                                            
37 Doshisha University Faculty of Law “Special Lecture B-20 (Role of Legal Affairs Supporting 
Corporate Growth (How Can You Use Your Legal Studies?)” In this class, professionals active in 
corporate legal affairs were invited as lecturers to discussions in student-led workshop for deeper 
understanding of the significance and reality of corporate legal affairs, what is demanded of legal human 
resources, whether they can achieve that by studying in university, and what initiatives there are for 
studying in university thereafter. 
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Professional Development Program”. Students in their third-year and above are 
eligible to take the course, while students in their first or second year are not. 
 
 

○ Comments from Doshisha University law students 
[About learning at one’s own university] 
• I learned that corporate legal affairs requires knowledge of basic legal studies and the 

ability to actively use that knowledge. At university, I really feel that I am learning 
knowledge, but I can't help but wonder if it is improving my ability to use that 
knowledge. 

・I felt that with general foreign language classes alone, there is still a long way left to 
acquire the “communication” skills that will be required of me in practice. 

・I felt the need to cultivate a mindset necessary for human resources who are active in 
legal affairs, rather than just learning the rules of the law. 

・Despite time constraints and curriculum limitations, I felt it was very important for 
me to acquire not only legal expertise but also broader knowledge not restricted to my 
major. 

 
[What learning approaches can be considered] 
・In order to strengthen my practical legal abilities, I should not only learn from case 

studies where point of discussion has been prepared, but also take “less serious” 
classes that use TV dramas or movie as material to think through problem discovery. 

• Can companies and universities work together to study ways to solve real legal issues, 
like science department research labs? My university is developing legal field work 
and the like, and I think this kind of initiatives should be expanded further. 

・Although it may be possible to have students attend lectures even in the current 
situation, it would make it easier for students to focus on the practical development 
of law if they could take regular seminars in other faculties or take classes done in 
collaboration with science researchers and external engineers (such as technology and 
law). 
 
In any case, university plays a major role as the place where many people first come 

into full contact with the law. Its role will probably grow larger, as it fosters legal 
grounded skills that will lead to the future through the study of basic laws, cultivates 
generic skills such as language skills that are not limited to legal affairs, and expands 
the ability to use knowledge. 

At universities, graduate schools, and law schools, the development of educational 
programs and classes aimed at developing human resources for corporate legal affairs 
has already been attempted mainly in undergraduate upper division classes and graduate 
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school classes, including the above-mentioned Doshisha University Faculty of Law and 
Graduate School of Law. When considering acquisition and in-company education of 
superior human resources or recurrent education in the future, it is necessary to try to 
check and coordinate the contents of education at universities and graduate schools. 
Companies and universities must confirm what needs to be done and what is important 
for undergraduate, graduate, and law school students to consider the path of corporate 
legal affairs as an important choice available for their future career. It is also important 
for them to communicate from companies to universities what is currently needed in 
corporate legal affairs, and encourage universities to establish appropriate and desirable 
programs and subjects for undergraduate and graduate education. 

 
○ Realization of various career paths 

Career paths from the perspective of companies have been described above, but 
from the perspective of sending legal human resources to the world more broadly, 
professionals can step up across multiple companies, move between law firms and 
companies, and otherwise be able to pursue diverse careers. 

For example, the Japan Institutional Lawyers Association (JILA) has been making 
efforts to introduce such careers to their young lawyers, but for those who do not 
belong to such a cross-company organization. However, for those who do not belong 
to such a cross-company organization, there are few opportunities to learn about 
diverse career paths, so it is likely that some legal human resources feel daunted by 
unfamiliar experiences and face an even narrower path forward. 

In this report, the study group has introduced the experiences of various individuals 
who have built their careers as legal human resources in the separate volume, “Legal 
Human Resources Career Compass”. It is important to produce human resources 
through the efforts of the government and various other organizations. 
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 Conclusion 
 

This report re-examined legal functions from the perspective of “creating business (value)” 
in order to show its potential, and examined measures to reform organizations in corporate 
legal affairs and to develop and acquire legal human resources. 

 
This report attempted to understand and reorganize legal functions from the perspective of 

focusing on “creation of business (value).” In terms of strengthening the international 
competitiveness of Japanese companies, the biggest issues for companies are how they can 
innovate, provide value to society, and increase their corporate value. A company's legal 
function can be a powerful tool in providing solutions that include regulatory reforms in its 
challenges, and can show the potential of legal functions. 

 
Of course, the potential of legal functions is not limited to this. From the perspective of 

enhancing Japan's international competitiveness, legal functions may be identified and 
reconfigured by focusing on various other matters. For example, this might include stronger 
contract negotiations and construction of advantageous business schemes, depending on the 
policies and circumstances of each company. It could mean maintaining and strengthening 
corporate governance of global companies in light of the increase of in-out M&A (acquisition 
of overseas companies by Japanese companies), or even achieving higher compliance and 
integrity based on ESG and SDGs. 

In this regard, the discussions in this report are universal and versatile in their content, and 
are able to withstand utilization and application in areas focused on the points above. 

 
With regard to teleology and methodology presented in this report, some experienced and 

skilled legal professionals may regard the overall content as still abstract. For example, there 
may be criticism that more specific goals and methodologies, their evaluation indicators, their 
relationship as a whole option should be scrutinized and clarified. This issue certainly deserves 
further examination. 

 
However, this report tried to provide companies and legal staff with a framework for basic 

thinking and materials for examination, by focusing on methods of organizational reform and 
the training and acquisition of legal human resources. 

Some Japanese companies are more cautious about revising their legal functions, but it is 
hoped that those companies or their legal staff will utilize this report, customize it for their 
needs, and practice it through trial and error according to the situation of each company. 

 
In recent years, there has been a discussion about legal education through universities and 

graduate schools and the systems for training and selection of legal professionals. 
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This report does not touch on the specific content or validity of that discussion. However, 
it is expected that active discussions will continue to be held among business people, corporate 
legal practitioners, educational institution personnel, and related government ministries 
regarding the training and production of human resources related to corporate legal affairs, 
based on domestic and overseas trends and issues, in order to contribute to the enhancement 
of the international competitiveness of Japanese companies. 

 
METI will continue to study the future of legal functions in cooperation with stakeholders 

and related organizations interested in legal functions of companies, from the perspective of 
enhancing the international competitiveness of Japanese companies. 
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