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Symbolic Leadership and Humanistic Management Approach
of Konosuke Matsushita

A Study on the Implications of the Approach in the High Growth Period
of Japanese Manufacturing in Post-war Japan

Naoki Kuriyama

1. Introduction

Konosuke Matsushita (1894-89), a very successful and broadly representative business leader
in the post-war Japan, was a role model to Japanese managers. He was referred to as ‘the god of
management . He founded the original company, Matsushita Electric Housewares Manufacturing
Works, in 1918. The company was later incorporated as Matsushita Electric Industrial Company,
Ltd. in 1935 (The company has often changed its name in the course of time. Hereafter, the
company will be referred to as Matsushita Electric to avoid confusion). The company's corporate
philosophy was based on human dignity and humanistic management. After the war, Matsushita
was eager to develop his ideas through his business and contribute socially by creating new
institutions.

Japanese employers have often described their management approach as humanistic
management or human-centred management because they regarded the protection of employment,
known as the lifetime employment system, as management priority. The seniority-based wage
system under the lifetime employment system secures a stable family life according to this wage
system the salary is commensurate with the costs of life events such as marriage, housing, and
subsequent costs associated with an increase in family size. Enterprise-based unions support
harmonious labour-management relationships and attain high productivity enhancement in
manufacturing industries. These features of Japanese management achieve both cultural and
rational strategic outcomes. Human-centred management leads to an increase in employee
commitment and process innovation, which is also an integral part of the cost leadership strategy,
and competitive advantages in the international market.

Matsushita established a new frontier for better working conditions, human resource
development, and cohabitant networks (or shared value) with retailers, suppliers, and labour

unions. His management practices cascaded into leading business sectors in Japanese industries



during the high growth period of the Japanese economy. His symbolic leadership style influenced
several business leaders in Matsushita Electric and other Japanese industries.

Matsushita passed away in 1989, and his successors tried to keep the business afloat in a
challenging and dynamic business environment. The company underwent a huge employment
restructuring, which seemed to be a move away from the humanistic management approach
of Matsushita. The name of Matsushita Electric was changed to Panasonic in 2008. However,
the information on Panasonic’s website reveals that Matsushita's values make up the core of
Panasonic’s corporate philosophy. Although Panasonic has been restructuring its business, it has

not altered its core value of humanistic management by Matsushita.
2. Management philosophy and practices of Matsushita

2.1 Three guiding principles of humanistic management

Matsushita's way of thinking and management practices fit with the three-stepped approach to
humanistic management. The three stepped approach was developed by Humanistic Management
Center. These are 1) the unconditional respect for human dignity, 2) integration of ethical reflection
in management decision and 3) the active and ongoing engagement with stakeholders (Kimakowitz,
p.26). First, respect to human dignity was the primary principle of his management approach. He
often emphasized that respecting humanity and human beings is the most important aspect of
management. In this context, the mission of the corporation was to overcome poverty and serve
the society. Matsushita placed management priority on employment security because most of the
general staff wanted to earn a regular income for leading a happy family life.

As per Kant, ‘every human must always be seen as an end in itself, and never as a mere means .
The need to respect human dignity unconditionally is based on human rights laws, and Matsushita
complied with this law by adopting a humanistic approach for managing the workers and unions
of his company. Employees can decide to become instrumental in their respective organizations’
growth and work autonomously with self-determination. Matsushita promoted employee autonomy
to break the restraints of corporate governance. He promoted better working conditions and
autonomous decision making by division of power delegation and responsibility.

Matsushita believed in the unlimited potentials of human beings. He tried to realise human
potential through intrinsic motivation, and he trusted the creative and innovative nature that
resulted from such motivation. He respected human dignity not only by complying with human
rights laws but also by promoting positive aspects of freedom through better working conditions.

Second, Matsushita emphasized the ethical considerations of management decisions. He was

a very humble decision-maker and trusted ‘collective wisdom'. Badaracco (2002) suggested that
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‘many big problems can only be resolved by a long series of small efforts’. The ‘quiet leaders’
make ethical decisions instantly and thereby enact changes through small efforts at workplaces
with virtues of restraint, modesty, and tenacity (Badaracco, 2009. p.387). Matsushita was open-
minded and listened to others carefully. He established the PHP Institute in 1961 to conduct studies
on diverse subjects focussed on man and society. PHP stands for ‘Peace and Happiness through
Prosperity .

Last, he extended dialogic engagement with stakeholders. In particular, he was heavily engaged
in dialogue with workers, labour union, retailers, and suppliers.

These relationships were not interdependent. Occasionally, they were in serious conflict with
each other, but Matsushita treated them as equal partners. He sent several illustrative messages to

various stakeholders, which symbolized ‘coexistence and mutual prosperity .

2.2 The original philosophy and practices in the pre-war period

The Great Recession occurred in 1929. General Motors in the US laid off nearly 50 per cent
of its employees (Fine, 1969. p.21). Unemployment became a serious social problem in the US.
This recession also had adverse impacts on Matsushita Electric. The sales were down by more
than half by December 1929. Matsushita did not agree with the proposal of his subordinate
suggesting a large-scale dismissal of employees. He did not agree with employee dismissal but
suggested reducing production to half of the working days without reducing wages. He requested
employees to do their best to stock the backlog. He insisted on exercising patience and refraining
from dismissing employees, as layoffs would jeopardize the corporate mission. This strengthened
employees’ motivation and commitment and solidified the corporate vision (Matsushita, 1986,
pp.202 -203).

Kotter (1997, p.94) indicated that ‘a no-layoff policy was adopted by major businesses in Japan
only after World War II and has never been the norm among minor businesses. In 1929, there was

no tradition of dealing with downturns by shifting manufacturing employees into sales'.

In 1931, Matsushita experienced the first big loss in his business; he assessed the reasons
behind this failure and identified three mistakes (Kino, 2016). First, he delegated responsibilities to
subordinates at their lowest points. Second, was that he just wanted just bestselling of his products.
Third, he solely concentrated on making quick profits. Matsushita referred to this management
approach as low road (ja-do). He renewed management approach in the following manner and
order: providing useful products to customers, improving technology and using customer-friendly

and error-free production systems, and selling products that are 30 per cent cheaper than the



former products. In particular, he asserted that, in the past, the absence of founding principles was
a grievous oversight.

Matsushita declared the ‘mission of industrialists’ at the plenary meeting of the company
in 1932. He insisted that the mission of an industrialist is poverty alleviation (Matsushita, 1988,
pp.201-203). The purpose of business and production is to enrich the society and not to benefit
an enterprise or factory. In this context, enterprises and factories are socially lisenced to develop
themselves accordingly. Poverty can be alleviated by producing goods and providing them
at the lowest possible prices (author's summary and translation). Additionally, Matsushita
presented development plan for the next 250 years to the employees during the plenary meeting.
Several employees were motivated by the plan, and many among them publicly announced their
commitment towards achieving Matsushita's vision during this meeting (Matsushita, 1986,
pp.254-261). This far-reaching and humanitarian goal (Kotter, 1997, p. 119) united all the employees

under the same corporate mission.

The ideas of this mission statement were hinged upon the exploration of unlimited human
potential, which can be regarded as the ‘self-actualization’ model (Sakashita, 1997, pp.22-23). He
established the PHP institute in 1946 to study and disseminate his ideas to the post-war Japanese
industry and society. Through this institute, Matsushita propagated the message that ‘humans are
naturally endowed with the possibility for limitless prosperity, peace, and happiness’ !

This statement formed the basis of Matsushita's popular ‘water-supply philosophy . A business
can alleviate poverty by producing goods abundantly and supplying them at very reasonable prices
like water to the poor. In other words, the availability of abundant goods as ‘readily as running
water can achieve the preconditions for material and spiritual prosperity.” Sakashita (1997) pointed
out that the water-supply philosophy resulted in the setting of the subsequent corporate strategy of
Matsushita Electric. The supply of cheap and quality products comprise the prime focus of a ‘cost
leadership strategy’, and they are manufactured using economies of scale and process innovation
within the relational network of employees, suppliers, and retailers.

Kotter (1997, p.119) pointed out that Matsushita promoted employee ownership and
psychological ownership among those in his distribution system. He developed a corporate
pamphlet to communicate his ideas to the sales agents. The pamphlet said, ‘If you think of the
manufacturer as being the factory of a sales agent, and the sales agent as being a branch office of
a manufacturer, you will understand why it is necessary for both to exert great efforts to help each
other ..., I have gradually come to believe that we must cooperate with each other in order to attain

mutual prosperity and to create lives filled with welfare’.
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2.3 Empowerment through the division system

Matsushita reorganized the firm by product lines to execute the corporate philosophy. The four
major product groups comprising radio, lamps and battery, wires and resins, and heating appliances
were established in 1933. Each division autonomously manages its factory and sales offices. To the
best of our knowledge , this might be the first company to have adopted such a divisional structure.

Matsushita clarified the following two goals of the division system: delegation of authority and
responsibility will lead to the growth of an increasing number of employees in their jobs and this
delegation will equip managers and their successors with the requisite skills. A large company
made up of smaller companies can take advantage of smaller business units having flexible
specialization (Piore and Sable, 1984). Matsushita noted that ‘it was possible through careful
management to achieve the kind of mobile production activity that can respond immediately to
market trends, one of the greatest strength of a small business’. He also emphasized that having
more responsibilities can facilitate employee self-development (Matsushita, 1983, p.28).

While the division system boosted the business of Matsushita, it strained the company’s human
resources. Matsushita responded to this need to invest more on human resources development.
Matsushita established a sales training institute in 1934 and a factory workers training facility in
1936. These institutes provided courses not only to develop job-related knowledge and skills but
also to understand the company’s mission, its principles, its organizing methods, and its culture
(Kotter, 1997, pp.131-132).

The humble attitude of Matsushita promoted the division of the large corporation into smaller
units. He said to the employees that ‘no matter how large Matsushita Electric might become in the
future, never forget to maintain the modest attitude of a merchant. Think of yourselves as being
employed in a small store, and carry out your work with simplicity, frugality, and humility .

Kotter (1997, p.174) pointed out that one of the most important lessons for Matsushita from
World War II was regarding the perils of hubris. He was convinced that the best merchants are
open to new ideas and have a modest attitude, whereas the military and government leaders are
often rigid and dogmatic. Matsushita regarded the development and sharing of collective wisdom as

an important mechanism to achieve the company's mission (Kotter, 1997, p.185).

2.4 Building constructive labour-management relations in the post-war high growth period

The economic and social situation was unstable and chaotic during the first five years of the
post-war period. A confrontative labour movement was culminated when the general headquarters
of the allied forces (GHQ) ordered the suspension of the general strike in Japan in 1947.

After the war, Matsushita was accused of war crime and assigned a list of purges from public



view. GHQ ordered the dissolution of Zaibatu (major industrial group), and Matsushita Electric was
accused of supporting the Japanese military forces. He tried to make a petition to the government
and GHQ for the removal of his name from the purge list.

The labour movement was started for ensuring labour rights and enabling employees to
confront the employers. In January 1946, the Matsushita Union was inaugurated in Osaka, and the
inauguration saw the attendance of around 6,000 workers. The code of conduct for democratized
union movement was adopted and several demands, including freedom of association and effective
recognition of collective bargaining, were agreed. The union also demanded worker participation
in management and the abolition of the worker status. Matsushita made an unexpected appearance
at the event and after consultation with the company’'s chairman, who was in disagreement with
some union members, addressed the union workers. He congratulated the workers and welcomed
the creation of a labour union because he regarded trade union as an important organ of the
management that represents democracy. He agreed to all the demands of the union as he believed
that such fair demands of the union coincide with management's values. This decision reportedly

won him tremendous appreciation.

The Matsushita Union was actively involved in petitioning for the removal of Matsushita from
purge lists. The union believed that it could neither sustain the company without Matsushita nor
function without his leadership. In the beginning of 1947, the notice of exclusion of Matsushita from
the purge list was released.

Matsushita tried to keep his promise with the union. The monthly management consultation
meeting comprising the top management and labour union has been held since July 1946.
His integrity gained the trust of the members in the union. He called the principle of labour-
management relations is ‘confrontation and harmony on the one hand, the union say ‘check
and balance’ on the other . These two principles create shared value for ideal labour relationships
(Takahata, 1982, p.28).

The creation of shared value with the workers on this occasion was indicative of the humanistic
management approach adopted by Matsushita. The freedom of association and the effective
recognition of the right to collective bargaining is one of the most important conventions out of the
core eight of the International Labour Organization (ILO), which were universally agreed as the

basis of human rights and human dignity introduced in 1998.

2.5 Respective decline and growth in employment and profits

In 1949, the period before which Matsushita Electric expanded its business, the Japanese
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economy witnessed a deflationary spiral; many customer companies in the electric industry shut
down during this period. Matsushita Electric had difficulty paying employees. Subsequently, in
1950, it had to cutback employment and early retirement to willing employees; thus, out of 4,438
employees, the employment of 567 employees was terminated during the period. This was the
first time that Matsushita announced a layoff. Matsushita expressed his sorrow in the following
words: ‘it was the most unwilling and desolate experience in my life’ (Matsushita, 2001). Employee
dismissal was the last resort, and Matsushita avoided it to the maximum possible extent. However,
he regretted the decision, which was driven by the unstable scenario in the post-war period
(Matsushita, 1988, p.253).

The Japanese businesses were restored from ashes. In particular, the first economic boom
during the 1950s was triggered by the ‘special procurements” of the US forces during the Korean
War. Matsushita reinstituted the division system in 1950. Matsushita Electric witnessed a rapid
growth in net sales and profits due to this economic boom in Japan, as shown in Figure 1 and
Figure 2. Dry battery, radio, and light bulb became the top sales items in the first ten years since
the establishment of the company. In the subsequent decades, the company witnessed a growth
in the sales of other electric appliances, such as television, washing machine, and refrigerator . In
addition, prior to clocking a sales and profit growth, the company witnessed a steady employment
growth, as indicated in Figure 3. Matsushita pioneered the economic development of Japan for

three decades; however, his contribution could not last until the oil crisis that occurred in 1973.

Figure 1. Net Sales Chart of Matsushita from 1951 to 1980
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Figure 2. Profit Chart of Matsushita from 1951 to 1980
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Figure 3. Employment growth of Matsushita from 1951 to 1980
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3. Adopting Japanese humanistic management approach: An ethical reflection

3.1 Improving quality for improving productivity at low cost

Matsushita Electric implemented the ‘30 per cent cheaper and better quality’ strategy, based on
Matsushita's water-supply philosophy. This strategy corresponded to the core value of the national
productivity movement in Japan that started in 1955. The Japanese national employers’ organization
and unions adhered to this value and supported this movement, which was financially subsidized
by the government. The key provisions in the guiding principles of this movement are as follows:
employment security, fair distribution of productivity gains, and information sharing between labour
and management. The execution of these principles contributed toward increasing the commitment

of workers and enhancing cooperation between co-workers (Kuriyama, 2017).
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The Japanese employers often assert that they follow the ‘humanistic management approach,
and this is reflected in the provision of Japanese management to secure the average Japanese
workers demands, including job security, fair treatment, and information sharing. These provisions
cover all the regular workers, including blue-collar workers. The high commitment of Japanese
workers as a source of competitive advantage attracted the attention of the international business

community, practitioners, and academics, especially in the late 1980s.

Kotter (1997) summarized the philosophy of Matsushita as follows. First, Matsushita clarified
the purpose of the private company. He never mentioned maximizing shareholder gains. The
principal role of the company s management is to respond to and fulfil the desire of human beings
to improve the quality of their lives (Matsushita, 1978, p.9).

Second, he emphasized the importance of the human side of management. He pointed out the
importance of long-term employment perspectives because skill, determination, and motivation of
employees always play a key role in the long term. He asserted that human beings have the power
of choice. Matsushita said that ‘people are free agents, responsible for their own destiny. They have
a choice. If they have no choice, it would be crippling and disempowering’ (PHP, 1994).

Third, Matsushita emphasized the empowerment of employees and information sharing
between them. He said that the most effective way of human resource development is to delegate
real authority and responsibility because giving orders to employees consistently denies them the
opportunity to learn and grow. In addition, employees fail to make intelligent decisions or assess the

impact of those decisions without information.

3.2 Pioneering advanced working conditions

Matsushita led the most advanced policy on working conditions during working hours and
stable working life. He provided healthy work environment to the employees, which indicated
that he placed human welfare at the core of the management. Based on the concept of long-term
employment until the retirement age, Matsushita Electric planned the life-long welfare system
according to the life events, as shown in Table 1.

Matsushita proposed 5 working days and 40 hours a week in 1960, and it was implemented in
1965. It was beyond the expectation of the union. The aim of this proposal was to promote employee
welfare through healthy work conditions in a manner that it enables employees to improve their
morale and productivity. With this proposal, he envisaged the enhancement of competitiveness
in international market. In 1960, the union opposed the possible labour intensification that would

occur because of the implementation of the proposal, but the opposition weakened during the five
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Table 1 Overview of Personnel Management of Matsushita Electric

Recruitment Membership Marriage Maternity Child-education Transfer,

Life events Disease & Disasters, Retirement

Working time A five-day work week
Wages Job-based wages
Benefit Periodical bonus for summer and winter and retirement allowance

Paid leave, Menstrual leave, Public leaves, Maternity leave, Leaves for

Leaves weddings and funerals
Congratulatory and Condolence Money, Consolation Payment, absence
Allowances
Payment
Mutual aid Loan. from company for wedding, maternity, education, funerals, and other
special occasions
Pension Corporate pension system after retirement
Welfare Matsushita Hospital, resort facilities, employee stock ownership

Source: Minoru Suzuki (1967) Matsushita Denki no Roumukanri

(Personnel Management of Matsushita, p.14.)

years to 1965. In 1962, Matsushita formed a joint study group comprising managers and union

leaders to build consensus for implementation of the proposal; the meetings of this group were held
during the five-day workweek.

The union gave its consensus on the condition of steady maintenance of production and
wage levels. Matsushita Electric was the first large-scale Japanese company to introduce a five-
day workweek system. Matsushita pioneered the introduction of several advanced systems that
improved working conditions, including wages, leaves, and other fringe benefits, as shown in
Table 1.

The labour union of Matsushita Electric did not compromise on the provision of healthy work
conditions, and the workers realized the mutual benefits under this provision according to the
union’s guiding principle, Tevitalization of humanity . After the war, the value of happiness for
the average workers was based on having a happy family life. The union submitted a five-year
program for home ownership in 1964. Subsequently, the personnel department propagated the

‘Own your home at the age of 35 campaign in the same year. The workers  welfare foundation
started providing housing loan during this period and developed the land for housing. This plan was
updated in 1966 and 1967.

Matsushita published a proposition titled New Perspectives on Humans' in 1972. He

emphasized on the supreme human nature and its inherent need for mutual respect. The human
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nature is embedded with enormous potential, intrinsic motivation, and behaviour. Owing to this
human nature, he insisted placing people at the centre of management , and hence Matsushita's
management style was referred to as ‘"humanistic management (Yoshida, p. 205). The commitment
of the employer towards this management approach was evident in its dialogue with the employees,

which consequently increased the commitment and satisfaction of workers.

3.3 Active stakeholder engagement through dialogues
3.3.1 Workers

The joint consultation body comprising the labour union and managers was set up in 1956.
The committee met once a month to share insights on topical issues for facilitating mutual
understanding. Matsushita stressed that the purpose of union’s participation in management
is to promote humanization at workplaces and stabilize employment. After the presentation by
Matsushita on the corporate policy of respecting humanity, a policy for upgrading part-time workers
to regular worker status (Teiji-syain system) was proposed in 1970. In 1978, workers™ participation
in management was upgraded, which allowed the workers to participate in information sharing
that took place across the board—from top management level to the factory level In particular, the
operational committee at the workshop level communicated with the management on behalf of the

rank-and-file workers.

3.3.2 Retailers

Matsushita sent complimentary cards with his personal signature to the stakeholders with the
message Kyozon-Kyoei , which means coexistence and mutual prosperity. Matsushita focussed
on the rapid expansion of effective sales outlets. He expanded the external sales networks by
partnering with small shops and retailers. There were 6000 such shops in 1949, which increased
to more than 30,000 in 1950 and to 40,000 from 1956 to 1961. however, in the next five years,
ineffective outlets were closed leading to a decline in the number of outlets, from 32,000 to 34,000
(Shimotani, 1998, p.193). Matsushita awarded the high-performance shops. Frequent study
meetings on technology and sales were organized. Matsushita provided support in various forms,
such as shop reform, electrical signboard, and bonuses to shops that agreed exclusive sales to
Matsushita (Shimotani, 1998, p.196). Matsushita selected high-performing sales shops in 1957.
Selective ratings were assigned to sales agents that worked exclusively for Matsushita. In addition,
Matsushita established finance loan companies for the customers, which increased from 9 in 1951

to 30 in 1955. These networks embodied the spirit of ‘Kyozon-Kyoei (coexistence and mutual

prosperity).
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In 1964, the sales of goods decreased because of the saturation of the black and white television
sets and economic recession. Balance - of - payments surplus shops are only 20 out of 170.
Matsushita invited the sales agents in Japan at a hotel of Atami; a resort city for 3 days. During
the meeting, he distributed his autobiography, which also focused on Kyozon-Kyoei, to the 200
participants.

Matsushita explained the reasons behind the decline in sales; furthermore, he apologized to
the sales agents as he believed that the company s management was responsible for this decline.
First, he attributed the bad sales performance to the leadership gaps at Matsushita Electric.
As per Matsushita, Matsushita Electric possessed the requisite capabilities for improving sales
performances. Second, he stressed on the need for reflecting on the founding principles and
training the managerial staff of Matsushita. Third, since the sales agents contributed to Matsushita
Electric, it was the duty of the company to contribute towards the mutual prosperity of the sales
agents. His speech made a deep positive impact on the participants. Post the event, Matsushita took
initiatives to implement his idea. His initiatives proved to be a turning point for the company; the
company witnessed a recovery in net sales, in which surged in 1966.

Although the exclusive networks of sales agents were weakened due to the governmental
measures on unfair business practices and an increase in the number of mass retailers,

Matsushita's idea of mutual prosperity materialized as a policy for sales agents.

3.3.3 Suppliers

Matsushita established a suppliers” association in 1970; the association comprised of around
6000 suppliers. These suppliers heavily depended on the production orders from Matsushita
Electric. For improving quality and productivity, Matsushita wanted the suppliers” association to
be proactive and autonomous like the suppliers” association Japan's automobile industry . In 1971,
the company selected 224 high-performance suppliers as Kyoei-kai (mutual prosperity association)
members. This association aimed at upgrading production capacity, developing human resources,
and sharing information and welfare benefits.

The member suppliers were divided into nine groups according to the type of manufacturing,
such as assembling, components processing, and moulding. In 1979, the association expanded its
range of activities to include not only production and technology but also general management,
personnel management, occupational health, and safety and corporate welfare. Matsushita
strengthened the ratings of the suppliers; he also expected them to develop the entire management

capability autonomously.
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4. Company’s management and philosophy of post-Matsushita

After the retirement of Matsushita, a series of successors were chosen, including Yamashita,
Morishita, Nakamura, Otsubo, and Tsuga, who is the current CEO of the company, to manage the
company (at least in 2017). These CEOs reportedly changed the management approach that was
adopted by Matsushita. Kunio Nakamura took charge in the year 2000, during which Matsushita
Electric fell into financial loss several times. He executed reforms that were radically different from
the traditional management approach. He referred to the change in the following words: ‘destruction
and creation’ (Okumura, 2012, p. 17).

The media pointed out that the company had ceased to follow Matsushita’s approach, and this
was evident in its announcement to lay off 13,000 employees in 2001. However, an analysis of the
reason behind this layoff would reveal that the reduction was carried out in a calculative manner by
taking into consideration employment security, which forms the core value of Matsushita Electric
(Itami et al., 2007). A large-scale transfer was redeployed. Subsequently, the plan for a generous

‘voluntary early retirement allowance’ was released; there were more than 13,000 applications
for the voluntary early retirement allowance plan (Itami et al., 2007, p. 22). As shown in Table 2,
the usual benchmark of early retirement allowance provided by the large Japanese companies
equated to 24 months’ salary in addition to the fixed retirement allowance. In Matsushita Electric,
this allowance equated to the salary for 40 months, 45 months, and 50 months for union members,

section chief, and department chief, respectively. It was double the amount of allowance usually

Table 2 Voluntary early retirement allowance of Panasonic in 2001 to 2002

Coverage Length of work
Period Application: September 2001 to January 2002
Retirement: Until the end of March 2002
Additional special Allowance for life plan
Half of the annual income until 60 years.
Maximum: 2.5 annual income or
Managers Age 5010 58 Allowance equating to 45 months’ salary for the
Addition to the senior manager
fixed retirement
allowance Less than 49 | Equating to 9 months’ to 38 months’ wages

Maximum: 2.5 annual income or

Employees Age 45 to 58 40 months' wages

Less than 44 | Fixed amount

Source: Itami (2004) Kigyo Senryaku Hakusyo (White Paper of Corporate Strategy, 2003), Toyokeizaishinnposya publication.
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given by such companies. It was believed that managers received 50 million-yen (450,000 USD at
that time) as an additional allowance. Therefore, owing to the size of allowance, the employees
chose to retire wilfully, and hence it would be apt to state that employees’ retirement was not
subject to any form of compulsion (Itami et al., 2007, p.42).

The core value of humanity is not to secure lifetime employment, but it means to grow as a
human being and to develop potentials according to one’s strength (Itami et al., 2007, p.266).
Nakamura understood that the concept of 'Kyozon-Kyoei (coexistence and mutual prosperity) by
Matsushita applies to hard working and independent employees (Itami, et al., 2007, p.268).

The Panasonic Corporation could face several challenges in future. The leaders of Panasonic
should execute innovative management measures, based on the corporate philosophy of the

founder, as their core value.
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NIRRT E R BT 5 ESG & HEh
—f 27 7~ K (SWFs) OEE ) 5—

oA AW

FUHIC

fitske, MRS EOREICHE L -8 13S0 EERE (Social Responsible Investment:
SRD EMENTE, T, 20 HAHIRIZA FVART A AOF) A MEOHEFIL 51
HFBICREZHFOL ENb, 20K, 74 7T A, AREEE % & 0i&EE 0
—BRE LT, BEMRLREEET I LD L LR ERS BRI L TR 2 RETE %2
LB LN hole TOXIIISRIEHE) & — v DATIEEL, HEROTFHN, b LLIE
a2 O S 7B TH S,

NS SRIDFHEELTIE, OV—y v A7) —=7% (Social Screening), @k:FATH)

(Shareholder Activism), @3 3 = =7 1 % (Community Investment) 2738 T % %, 7l
DFEFETIE, FICAZ ) ==V IPEHEN TV DL EFEbN D, THUTIIMER - FHW
HEERRICET AREIHRETLIRY T 17 - A2 ) —= 7 (Positive Screening), b L < I
FIIHAE L L WREEZRES P LT LI AT T4 7 - A7) —=2 77 (Negative
Screening) &\ ) FENH L, —KWIZIEFHBREAZ ) — =V I HEEEO R FHET
Hbo TPl L THANRELZROREORAE/RRX LTI L5 A XA P XU}

(Divestment) FHEAHONZHEbHL o TO L) ILEERHEHR— 7+ U 42 oHRT
%, b L IFFEHT 2 TR, FORFEECIRBIET L HEBRNEL (RO N T b,

2000 4EfRIZA A &, SRI &\ ) F&Fd:1d CSR R Fifie il fEME 2 B g TS W0@H O — 2> DI
DHAE RS TET LA LA SMHESFEEWMMEBROBN» S EEE 25 SRIICH L T
X, MFEEHOBRIIE VIS OEHEITHASND L) IZh>oTE WL, ITED ML LTSRI
THFFEOMHEE 2 KL S5 REORDPEENRE LD LT 5, TIUIREEESLCBEDI LA

1FARAMAY MCHLTIE, TAVAD [A=F 2 - FAXRZ AV b (QHMERE) |, AV8—20 [F3
DEEFTANRZA NN RV 2—BIFRT 72 FO EABE S A XA 2> M s Tnb, 1t
KA RA S XY MZBLTIE, B4, SEEBOWREIS 7 A1) WEEHEER T — 10 v SE KT E
A LR LFET TV b, M THANA DAY MIBATHICL ) AL OMFOWREEL) 2Ll n D
2, EHEE X VIRT 72008 EIT) T —Y A2 b (Engagement) % FHTNEX L DO RMOFET 5o
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ZRIZBWTIIHBREROBETHENOZAL e BT, F725REAIRE & BB ERE OM
b L, RRICANEEIRER L L TCOBFR T 7~ FO ESG #E D)% AT\ <
bOTH5b,

1. REREL SRIAGEIREN

TANARAF)ZADOSRIIHRZN I ATy 70, FNXNARTNVIA—= VG EDRAT ) —=
TG H S AEBIC R O WA RIS L 2B ORBER TV D, T AY AT, 1970
FRENI% B LEERE L EOBBIER IR 2 CREAE R L3I0 L CkETE %
LY, REEBICETIZPITAL)IC kol THIET—RL—F - NS U AMEE L T
SN, FEHEEE EEEEVTHEOOICRE NS £ 7385 MESTE LT 2 1S
Totze OZHEEEICELTIE, FEEE4IH0 LT 55 ORBIFERISEDS  BIERE
BT RME o TEZ, LA LAEDS, FE2EEDZTHEDOIRETIZNS 2 & H5ER
ENDBBES WFITHE S TE 72, 1988 SEHHEMETA K> - Ly — CHIMITHIZES G
B LOZHEETO—BTHL &S, 1990 FEHRFIH VN— K - LI =123 T 558 D
WS IS OFE A RS 2 2 L HFBEO SN0 $722006FE 7Ly aTq =LA T
W 7 NG AT VA — PRI ESG ORL) A ZHEERTEERL TIE 2L, b LAKIE
LW PSS BRI A DTN H 2 L O RBEM L7 . IS IERE R E

2SIF] (HAY AT+ T NEET7 +—F &) BHERIFHFRICEIAL, RN A7 ) -2 7 TIREE LRV,
LLLIEBENLBEO—HPHEENRELRD, S OBEFFLE - NFRICHEY 2 eh o7 THICHLT
ESG &\ ) 3 EA M END L)Xk b EETORENI R E % Do ESG iEIZ—HOEEIZRE SN
T, EHEOBEEMICBOTETORENRTESG # £ BT ATHE LTEZLLENDHL, EORMGE
RLTw5, [SRI & ESG ?a\vr &1k ?] (2013454 H), [http://www.jsif jp.net/coloum1304-2][2017.10.20] »

3HZIE, HEY Y —TF s — ESGHEWEZEEHIBHKIC LIUL, ESGHE X HEROEEIZ L > TUT
DZDNFIT T 5, OREIKE, OHANETEREL A 37 MEE, G ESG#HE (FE&EE) [FAzED
ESG & DBLUR] [HFIEATH;] (No.373) 2016 49 H.

4RI, FEESICHE L TXEHE (fiduciary) FE % A& ISBIH] L 72 ERISA i (1974 € B RIFPT 1S OR I
) olEs S 5

5 7R [SRI L ES RSO ZEHEHMT] &+ 3 J— 2006, 2006 4= 11 H 29 H,



AWEEBIECE R BT 5 ESG #ging (P Aw &) 19

TR ERIRT AL L5 DTH - 72,

F BB G R I E SO L 7o SR E I B W ORI ER R T A 2 & L £ RELY
Hbo 1960 ~ 80 FEALIZ AN b F A REER 770 bAoA b AMERIEE, F 72 1990 A LI 13 B,
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LI L7 2 L O TERE TSR L7,
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DREBEEGEE LCOTBRIIOLNY, HERETHOEELHEL o720 201 1989 4F
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2006 4£121%, UNEP - FI M5 & R0 L CHREEED 70 AT ESG 7 7 7 4 —Th 5 85k
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6 1987 4FTRbE L FISS 1T T 2 R F RS (T v b T v M&HK) IS L 2mEE RO Rkt 5 5720] (Our
Common Future) T [##5t A HE7Z BASE | (Sustainable Development) D& & CTHER S L7z,

7 UNEP & &[5 200 LLEOGAT, fRER, FEHRST o SR A NS L 728 i 2 £ PESEO ) flAao
TeOON— b F =Ty T, BRI LR L T, HECHERLE AT .
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FER L, £ OMAMESELEECEEEA S 2 EREKERVPELRETHIIE->TWD, H
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WIRRE O 7= 0\ BRI P08 ) 5 — » OIRE XS 720 O RpE & 70 2 2EAE 1) LR 5t
REICET 20D TH), HEIZESGDEFELERT 5 LDERIIREW ] LERLTW
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Z O GPIF % 2 /1%, PSP EM SN L ZHAEE LR OBBRERICBWTYH, ESG 777
Y — R PEPRET O RIS L 2 EPREOFHRIREZMR L, REMICIE) & — 2 eff
U2 LV BRTRIZNTH D, 2% ), TFITEHISERERL MG & v o 28RO A TO
FEIETIE R, HAMORE R SR AL 5 OBHNIBEANORBEFTEZEH S5 &
o TWVD, WETHD LI, ESG 777 ¥ —DEBVEN/ST + —~< v A x5
Z5HERBLAZPRIC & T, MEMAMEHRIC L 2HEROALLT, BT+ —< VA
RHIETAA VA M) — AOHBERIZO BEHEOEEUEANOIFEIELZ LIk 5720 TH S,
DX BRI ER O EHIEIC b B E 52 )52 kb Llbs,

2. KBERERICHITIEETIRE

(1) PRI & ESG EH

Hik L7z & 912, 2006 FRERIH & Z 0 L CEREIC L 0 EEREEA] (PRD AAak sz (M
FK1BI)", ZNIBEEER N ZEHE O 7201 BIIHLAIC LS, S ELOMBEIN TG
HIWICBWCTESG 77 7 7 — % FER— I 74 ) AL G5 2 & 2L 2B ERITH
%o 2017 4EICIE 1700 HBILL EASE A L, TOHBEREIZ 70 PV EBZ 720 ZOBITHRD
B EROMEAEOLFC L2 bR T2, S0 X 912 ESG A o #if#iE PRI Y,
AR, GRIERZHICESG 77 7 ¥ — 2 EREDFMEL T 5 FEPEHIIESE LOOH b,

82005 EEH T 7 4 - TF VREREICL DRI\ EIN, ESGHE & MR L&A = 7 F 7, E:l
B o EE B R 2l (UNEP) & [ 7 10— L3 2087 b (UNGC) AEERERI & 72 ), 2006 4= 2 — I —
7 FEHFRG T CE L L 7ze IERIC I EEE TP & BRI (United Nations Principles for Responsible Investment:
UNPRD) . 2018 4E 1 H 5 HHAT 182 N EXL L TWd, BHL TWDLDRESEELR EOEETEE
(Asset Owner) 364 R, ZOEH % FHT 2 EHHES (Investment Managers) 1,289 #%B8, 4 — & 242t
(Service Providers) 239 #B4 & 7z > T\>% ., PRI HP[https://www.unpri.org]

9 GPIF, [ A7 27— F v ZIEEEI ] CFE 29 456 11 1 Hfl%E)

10 PRI HP [https://www.unpri.org]. (PRI [ZAF#& 501 (H AR 2016 48)

11 R TEEE, HROERIC 7149 - LA 7 VAR PRIAFE] 201749 H 8 Ho
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=T 52510, BB EDTOFRHENTII v b FEHEER LTS,

LI o PRI O #3551, ESG FHEAMAANLEEEEZIT ) I2Hz-T, T (EHICX
%) \RL72EDIC, 9 —HBIlEZEE (EEEARHETHL Ty b A —F—) D2
DRI o 7o IR OFH 2 K L2 & b2, ZrHIZESG FHEAHE R — b
THA)AOINTF =< Y APV E RIT TR R L7228, ZHEICZAEHTICK
LW EEZHEICLATHS ),

BFICHHEZAHICE L TRS &, ZREEEMIZB W TIE ESG %% & Ptk o B R 03 54
ENTVD, TORICELTIE, Ak BHEKEPFEETOLRAIIBITL ) A7 EHOBIRNS
ELESHLNTEY, VAZRKBIEND L EEDNDL. ZO-OEBRERI ESG & &
HIWHC ARG & & 1E, S¥EMEEBIET 20 A2 OHRO 720 TH D L Oz H 2", 3%
DB - NEICHED A ESWES I Y 794 7 VER R EOMEPE LG R D) A7 E
HaEHWLTnwZE, 2F0, ESGIZHT AN TEAMHED,, 7)) —Frv a7
O — % BIRT A e 7 &% EMIE & ORRICBWTEEL TV L 2E01E, HERICE-T
BEGHURERVGDL, 2O LX) IZESG FHEHBIZBNWTI A 7778 —LLTERLZ
ENTE, COHICBWTEELZEREZFFOE VW L),

GFIF 132D HICB LT, [ESC DEHZZHEIZEETHZ E TSNS ) A 7 RERIFIC
OWTHEMHPRMTH 213, )V AZHERD) ¥ — 20 ET 23RBS N, &KE
IZESG 0EFEEETHILOBEHITIAEIV] LLTWwa", 72, AF2T— FYy 7ICHT
BREADT Vo — NREED NPT, 2oN—H ) - F—F— (E#iR— b7+ F5E
KHBHER) 128 5T, BECHAMELR AT T 1+ 7RI ER/MET 52 & 2 LR —

12 PRI, [FE4&E (HAGEM), pd, 2016.

13 LEKE [FHEY 227 L LCTo ESG O8I & ix3AMikm 1 ] [KPMG Insight] KPMG Newsletter, KPMG,
No.27, 2017 November. [AiETlx, CFA Institute #4505, WERD 63% 5 A7 EHE L CTESG # LT3
ELTwD,

14 GPIF, [ XA M A Y b Fz—I2B1F5 WinWin REOHBEZHIEL T~AF 27— FYy 7HIE L
ESG D5~ 2016 4 12 Ho
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[RAI4. HEIRERL, KELEREODERNG [BNER ICNEE] 28U T, RELEES
FHOHEZND ELEDIC, BEDUEICEDHINETH D,

[RAIS. BERERIL, BREOTREEATEEROARICDOVWCHELSHZR DECBIC, &
RIETEDIEFHICOVNTIE, BICEXEHIEECEETDDTIFEL, RELEE
DFFBINRICET DBDELFDRDIILRINETH D,

[RAIE. HEARERF, FREDITEDLZH, RF1T— RV v TEFRFZLEDLSICRELTV
2OPCONT, RAIELT, BE - ZREICH U CERNICREZ{TONETH D,

[RAI7 . EARERF, REETLEDFHNARICETOLD, REETEPTOERRIEEC
HI2RNERCEDE, SFEREOWEPAF 21T— Ny TEEICH S HIRZE
PICATIEHDRNZEHBADNECTH Do

(W) &BUT [5ED 2 HBHEHER] OBEN <HRRAF 27— F2 vy 7 - a— F>~%g L xifz

U CREOFHEIBR MR 72010~ , <UGETM> 2016 45 4 29 H, X 0 #lke,

L LCOBBIEER (S8 OM IR L 225",

CDEHZAF 2T =Ry 7 - 3= FICEBREEERPENHE 2 FL L =2 2 2 b
ZlLTHRECHDL V) BB DL, —7, RiHEE LT PRI S ESG 2H##$ 2 2 &
CERERE L TEMMHAETRELEDLLLDER>TWE, AF 27— Yy 7 a— FidsEs
25 OBEKEROITHHFETH Y, PRIGHKEFKERVELKERE L TOBRED 2IKEITH

247 BRIEFS ) LY 50 DTH Y, Wik ko THERIHEE BT AHA LV L),

FICAF 27— Yy 7 a— FTIIRBERERDPREDOY; 7 5 SSENEEB 2 T 5 0
YIEHEEL TWD, BOKFEEITIZER LS A RA A POEHEINED, IV
W= 2R EEND L) R FERke T S OHRBIE RIS % ESG LA TORERARIZ X
L=V A PBELERL TS, TFEORFELID B RBICHEATH, SHREERE
L TRIIMHBLA TEREOFHRIFER O 012, WERERITENE GEME) MEFHlz HEICAT -

R

TITEHL TS ZEDRI)—BREONL I LI D LD A,

20 [ -3, p.5e
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3. ESGi#x&<&L SWFs ORERE

(1) ESG DEFHE ESG BEDIRIK
WEUZ BT 5 ESG &E DAL, T —1a v 30 Eurosif, 4 ¥ A® UKSIF, 7 X%}
> USSIF 7 & 4 5 o F AL 3 & i A% B o 3L [FHLH#k T4 % GSIA (Global Sustainable Investment
Alliance) "ML TV 2" [FHBIE 2012 £ LI AIRE CRAERSELZ ML TB Y, Fihoki
R EE - WIROBE I AT > T B A LAY, 2016 42 ESG #4481 22 Jk 8,900
BRIV ERSTED, 2014 FOHTAIFAA 18 JL 276 fif Fu 05 25% #NE 272 L Twh, F
72 - MBI TR A &7 A1) S, EU AR O ESG &% HEF| LTV 5,
¥ 7o BB ESG & T2 7210 L T 2" S50 FHEEUTOMY Th b, ESG
FHEOFEHIZE - IR L > TR ) DEFH Y, (K, LilOBEEREWERE SN2
EFREHLTWe), EFEINLOFHEIERINODOH L,
(1) 7747 /B A 2 1) —= > 7 (Negative/exclusionary screening) : 4552 ESG & (2
HEOWTHED D 2 I EEO BT LGN RO BRI 5 Fiks
2) RPT4 T/ XRAN - A2 FA A7) —="7 (Positive/best-in-class-screening) : ESG
HHIZBOW RIS N M3EZ &Y L THREICHAANS, b LIIHKELELEHD LT
Bo FLHFERE - L7 5 —ORPLHFICECFHITE 2 R¥EICHEE T 5T
3) =y 7 =T A b, BREATH /3 UHEAT M (Corporate engagement and shareholder
action) : FREDIVIGH HIEMEZFEIIH LT, MEHPIUET 28 LT, ESG ~OIY
AT L) ITEETHNCEE L5 25 Tk
(4) HFEI2FE DS A7) —= 27 (Norms-based screening) : 7’0 —/N)b - I /87 b 7 L ERE
FICEBE SN TR HEOREL 7 S 2 WRELIES R 5 BN 5 Fik.
(5) ESG 1 ~ 727 L — 3 a ~ (Integration of ESG factors) : W #HIRIED #7217 T7% £, ESG
SR EEOERIE 70 2 AR T
(6) Hit T e T — < # % (Sustainability themed investing) : & EZE), A, THIL¥—, K&
B2 E ORI e 7 — < b B EIRICIRE T 5 Tk,
(7) A 237 b+ - 33 2=7 1 %% (Impact/community investing) : #1:4 - BRBEMEZ L3 5
OO, FMEME TV 2 PRI a T A REOODORLY A /a0 T 74 )
¥ A EO/NARNE 7§ B Tk

21 AL IS 7 HIS O TG AR S HEAE L <2 s RiFs i, AWM, BRiEfte, AN v Ak CIEM%
MER* BRI L2EEVPEEORMNMEEZ S0 5 L 0FE#O b & THRZIRMEL, EROFLHKEDE K2
BT,

22 GSIA, Global Sustainable Investment Review, 2016.

23 Ibid., p.6. [AlH 53 Tl sustainable investing D il = iV CTwb, ZHUIESG 7727 ¥ —%KR— b7+ 1) F
M CE BT 23%ET 70 —FTHY), responsible investing % SRI & DX G % L 2 WHIENEHRTH L L=
KLTwa,
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(2) SWFs DiEEDYHAEIZEREI

SWFs & &, BUFHDSHTA - BET57 7 FThbH, TIUIES, Filih GRG0V #E
7 EANYERE R ) A 7 REER S 24 L GERAT 28N EREROZ L THD, 20
BEIFIFICERODICERN SN, 2hEThoE (BUF) &z, B¥R7 7 FORKI - #e
FEI o THRE MG TR > T\ 2™ 72 SWFs O #ilED & VM He i & B 3 2 vk gifT &
EEHEIBNT LT B DV D, SWFs LESESIIERESOME - BHEEHTAK LD
B SHFBLL TWAAS, HFICESEESIIERICH U TR VAR U S 2 & SR kiEs &
LTRZEN, VAZHEENOEHICHIELRH L 2 Lhs, ZO5HE L TIHMGIEE2T5Y;
HLH D, ESGOMETEZ L% 5I1E, BICANESEETYEEH L T 5ANEEEEOHE
X, BRSNS A EAREEBANTHLLELF2 b, TSWFsICBLTY, EE
DIzOER SN EEOWED S, BAR— N7+ ) FEFHICESES ) A 7HERD) 5 —
REAHTIENERBINTVL, TOEEIS IRV ¥ - 2 EAHTHETLDHLELE
A, WICIIBEHRER EEBORIAERPZ Yy — U X v N EBEBICIT, ESG 7 7 7 Y —
ZHL) ANS SWFs b oMb, F7-8RMH CHEMLD 2ETEH*INL 2 LT, EROMHF
LT —AbdH b

(BRI L LTD GAPP (¥ ¥ F v T)5HI) ]

SWFs O & RN 1 2008 45 9 A I2fillsE S 7z [TEhHLE - 1E47 12 B3 % JE 4% ] (Generally
Accepted Principles and Practices: GAPP, ¥ > F ¥ TJ5EHI) 2% 5, fit%, SWFs |3 EFR &R
TORBE RS L— 7T THEIZHT 2 THMFRIIIHBH TH o720 TNOHRTEIZER R
WThY, ERERE LSRG L CIERARE L WEANIH 5, 2007 Famfaiic s
WX, %< @ SWFs D3RR E O R F SRR 120 L TRBOEAREAZITVHIE L 72, 2
TS BRI ATEN O R AZEICIRE 24T T L L TR ANEMTIIRE L BEL o T
720 FRICHFEEERE OB, SIIAMERHNCHA$ 2 2 &, #EHIC L o TELeRE LoME
EboTn5,

L Lah s, SVEEMRLERRAZ EEREEOFFE T, ERRERTS ToRERs
BLWMATFHEND, TD X % SWFs OFEFIRIIZB VT, IMF 233 L T SWFs H & 2%
EIRE IV — VIl o 728 B & G 2 KET 512 E > 720 Tiid SWFs 2 & EAT 2 @ Y)
WCEBL, EANFPAET AT I E) T4 =2 R7TOOBENLREITH L, £k
ESG R AF 27— F¥ v THECHEBEEDLL LOTIE WA, 2 TG D 2 ER (5
18~21) AoLHRLTRTW S L T2,

NS OEIZED D ERNE, FEARIIHRE DORFFIG % T 5 72D ITHEBOR % #1217

24 HRAYE (KR 7 7 v FOREEME - > v A R—- VORI -] BUsEEmse, 2013 4.
25 IWG, Generally accepted principles and practices (GAPP) Santiago Principle, 2008. Oct.
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THHRFRZAT) S EAHESIN TS, LFEAIE 4 O HWIBEIE 2 FEETH, )27 EH, [HH
BUR %17 720 OB L 4 7N F v Al RO L L d b,

GAPP O C, ESGHEA S R CTIFICERTE 258 21 FHNE, #MEMBHTMARELTEZ
LERFBLAENTHS . Thuck b e, [SWFs 3B HAMEOMEER CTH L & LT
WMIEMEZITHITXE TH 5 (SWFs view shareholder ownership rights as a fundamental element of
their equity investments’ value.)  F 72 FATE 2 & XIIIEBOR L —F L, REUHME % R
THZEICEEL, #UETHEEERT A L TORELERED GO, HUETHICN§ 25—k
FHEERRTRETH L] LHESN TS, HEAN, ME— SWFs 2SR EHEOITHZHE L
7ZEAIE 2o T B,

55 13 JEHITIE, TEM Ay B 7 2R 881X BTRE (S B e S, SWF D BIRHE 13 2 0 2iE % JE 40
WMESTRETHL] L), HEOFEERE 7Ot AI2BT 5 M CHRILG 2 ILEOHTE L #
DFMERDD LD Lo TWD, 728 19 HHITIX, [SWF OixEo@EREX, HEBOE
PR, BRI EER L/ LT, VAZHER) Y- ORKEEBIRTRETHL] L L
BT, 191 EAIT, BEOBEIGEPKET, WHRRDIHIES (GE1E, ZoREER %
HRL, BRI RETHEE L TWD, F724 19.2 FHITIL SWF O& & I1d— i Ic 785 S
NTVBHEHIICEARETHD, L LTVD, U EOEEICHEDZE6EANL, MoORBEKER L
FfkE, VARAZERY Y- ORKLE HIET L2 TR L2030, & BBRTEOATO
BEEHWICHEL T 0 TE %L, ZNUNOERTHET LI L AERMART LI LICLD
RO TWD EHERITE 5,

4. SWFs [CBIF2 ESG KRE&ERE

KE T VT 1 v 744 SSGA (State Street Global Advisor) (2 & 2 #BIHE K @ ESG &)
ZET A ICBWT, BFREEROREOHRUNER SN TV D, KIFFEO &S 7% SWFs
?D ESG EHOREII VR HETH S, RAFAELTMHE TS L5, SWFs 2°ESG &7 %
WEWIE 2 WD —DDOF0nth) & Lizv, T34, 2016 4 11 A ~12 B 12 29 # [ 291 #%E9
FEREFRIATON TS, 209 B 93 HEII AWM E SR (Official Institutions : OIs) T
HY, To 93 FEEDOHNFTUL 65 H74F-4:354: (Public Pension Funds: PPFs), 28 I3Ef %7 7~ K

(SWFs) &5 TWh, T THMHRE LTWBIESLR EDGHEZ AT HEEEERITT
o b A —F - BELENTVD, ThbiE, F4%EE SWFs, M - &4 REBRCER
Miextt, TooRMMEELEM - RETLAEETHL, Ty br—F—1FAF27—F

26 Ibid., p.11.

27 T ZTRIL TV BRI A (2013), RiEHIZL S,

28 Elliot Hentov, Alexander Petrov, “How do Sovereign Investors approach ESG Investing?”, State Street Global
Advisors, 2017. [https://www.swfinstitute.org/research/ssga/How-Do-Sovereisgn-Investors-Approach-ESG-
Investing.pdf] [2017.10.25]
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T A= FRTHEREINTBY, [AF 27— RNy TEEEZRT ETOERN R %
RL72ET, B, H5VIEHRALETH 2 EAREOTE 28 U T, HELMEOMEMED
M RICEST 52 LD WESND] L LTwb" F/-PRICBVTY, ARLWENSELD
Ty b —F—=DBLERL L, 2OLHIZTy b —F—FA VNAMX U b -
Fr—YOLHPTESGHERE) TELT LAY —LhoTn2",

Ve, EBERTEY hA—F—DESG 7 T —FFEZRIRM L TE TV A, REAETIE,
NHREBIR ERITBOR D E 2T 5 b 00, RMFEEIEEZR (Non-Official Institutions: Non-
Ols) & D ESGEHD/X% — 3Pl > TV B E LTW5b, MR & b 75% FEEEHS ESG % F Hi
LTBY, FLMAEBREDFY 25%FEE % ESG TEM L TWwWb L4 5%%, ESG DiREFIFEL,
WPEEUL 10% DT OERETEBSN TS E L TW5S, LUTICESG HEICHT 2 EH R TR
LTw<,

BHEBAESG @ T T A2 L FNICE LTI, IRETY YA K Farryay,
G a” ma, Efia, U U— - KIF 40 T4 D5 ORBMBERICEML TS, 7
DR L L TR TOREROBAIAMGIEMLTBY, BHAS7+—< Y A0 R LS
YHA R ) A7 OEHCTH o7, ) AZ IS LTiE, PPRs idfFIcE S 2 BVCBY, =
T =) R 27 "B LA SR ORI AT % E R & 58 5 72 Th o 72 SWFs 1,
OFER LY hlin, b L IFEM a 1S T 2MEMENIIKE > T b, 20 ESG
BRI 2 WO/ RE, Jeik L7z &9 IR E R 1L ESG 2 ) X 7 KO RE b 7257
bOLOBBEROZEHPKPBECTL SN D, £72) 5 —VICHLTIE, ThETOBIEL?S D
RENTZE I, LS IEMNEH 28T 545, SWFs bih - EYIRHEHIEZ IS 2 &
DHRETH 5o

ESG S OB : KA BT ESG 3R 42 50T 7 70 —F 2 4T 5 Wi 44
THDLEERLTVD, FEEBEREIZINENOERECREEORLIEREEL, 12
ESG 123 2 RO B2 5L LTwa, TOMICHET ST ¥ 7 — AT, ESG 8% & -

29 &R, [HiED 2 BEHKER] OfFERl <HARRAF 27— Ry v 72— F> 2016 4, p.5.
30 —MRICHEBIBEER L [THy bA—F—] EEL EEEORAE) L [THy bvd =Y v —] (KEDE
M) \CHHTE Do WA REEORILE, BB IXHAEORRLEL DL, AF2T—F v 7 - a—F (2012
) CIRIBEEREImME» I, 4271y bYA=V X —ICBEFRETHIHEL T Y b —F—
WZFEHIIAT 27— Fovy TEEEZ RO LIHR S e,

F72, EGSHEEN NS VAT =T A2 X U, [EAMB O B L B o BiGET & EREDS, At
HHEOZOIEA L TV 2 BEHEYBEZ TWILE, A URAPMAY IR =T v —=TlEh<, 7T
Mr—F—LTHEHENE] L LTWwhH, ERRIEEN/NF Y A7+ —F 2 HP: [https://goviorum.
jp/member/news/news-news/news-management/management-management/14294/] [2017.12.18]

31 777 (@) LIy F~—2% ERL87 45—~ A% ART 77 74 78HATH 5, FxHIN—%
(B) #khg & XTI hOB & LB L2 & — A HIET Ny Y 7HEADOZ L TH D,

32 FEFIIMNDS, FET HEREVELREHE LV A 7D L,
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2B A 6 DO (£ ) BWEEAT, BHEMOFERFOFR, Mok&hikos, #
HBFOER, ZHEFEOLER, FHEEEORLR) »OoHEBOREL#REELLDTHL, €
D& HR7-4ER & LT, PPFs, SWFs, RHEBEMIER L O IZRIIN G F0 3@ L <
F—OHEHE L TEN o720 FHEZOHHIIENENRBERERICE N ELR5TBY, PPFs
T2 E DS DFK, SWFs 1Z EHREEEOFE, REBHKERITI L) BWREEITTH - 72,
COZFEHORKIE, FRENEBEHERE LTOMEZELTWDLEWVE L), MR FLKk
SR ZRENOETHRBVREZEMHEN, SWFs OBEI1E 7 7~ FOREE QG EA G
BEICRBLES NG L)1 > T b,

ESG 7 7 7 ¥ — %M T 2 Bhb : KEBAFER O ESG EAIC B 2 B0 & MGt L T b,
ZIUEMED L 912, ESG G0 (ESG 2o 72 & D) LIRS (ESG % Fiti L 7214
TEFOLR) 2 BREZEDNSHHLTVE, SIHh5HANNSL Z EIE, MOBEKER LY
SESEELPWAMIIBNTL ) EVIETH L, F7/2SWFs 3 bEVELYERLTBY
FRIRIEBEBEHER L VERVERE 2> Twd (ME3ISH), oM, #EEToROM
FIZBWTSWEs IZESGEMIZL 27 M8 7 4 — 2 %EM L ) BHEREIXH 5 B DD ESG DI
BN TWD, &SN RE —%T %,

KN#x 3 ESGCERAICHBIIDRTELT

ARE  ESGERTNITBED ESC EEDHE (%)
30
- PPFs @
28
% Non-Ol
%
SWFs
o [ J
2
20 64 68 72 76 80
L : ESG 7234 UTcHBHRERDEE (%)

(HFF) Elliot Hentov, Alexander Petrov, "How do Sovereign Investors approach ESG Investing?",
State Street Global Advisors, 2017, p.4.

EHICESGERAICELT, 3 XTOT7 1y M —F—IZHBENTOFE~ & — v — LAHT
HEREDT 7 R A=Y —L DN A% LD E L, $12ESG DU 72 B % L E &
TA57Ey b T7ur—va Y IZBHL UM RE L T A M H L 2 L 2R L T\ b, ESG
xRS AR ERIE, ESG OEMICBWTHE O T 7 v KA =T ¥y —% BT 5 @A
HbHTE, DFN) ESGHEAOEGFENEL 251 E, WA=V v —ICL2RANEL LR D
LR L T\v%, F 72 PPFs (MDA R L) SIS 2125 CHMEBE M ESG % it §
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HELTWD, FRIZ SWEs 3RS D7 <, o> TESGHRMAIIL R WEFERL Tw
5o

ESG &7 — < 1ZB$ 2 di# : P& TIE, ZNEHOBBFKEROHKE T 0t 21w THE
W ai& T —~ oM * £ L TWwb (ME4SH), BEKERICEM T 7k&T—~< &
L Ci%, ESG & B#3 215434 (income inequality), ¥z ¥ ¥ — A% (gender inequality),
ZMEZEE) (climate change), &EUHANE (resource scarcity), MOERIEIEM (other environment),
FE| S 1) 7 B 355 (global political tension) @ 62 & 7> T\ b, KFE 4 & 5128\ T, PPFs &
RUBEEHERIFA L7V =TI HEIN TV D, RITREINLFAEFEF L LT, SWFs i3#%%&
BV THREDHRE T — X IEED R WIS 57, TIEEROEOHFHIEREZLTTWS
72HOTHY, BFEICEL T TEHELRENTHD LR T 5, F 72 SWFs 3R ICHE T —
RaeROLHI LB LBEVWELTBY, HTEVIITEAFESNIEDO T - b MOER LD b
K<, FRIC TEBMBOEER] ZMMOFER L VK Lo Tnd eI Tnd, ZOfFRIE
SWFs PMBDIEER E BB 2 ERRLTWAH, LALERDS, V7 —OBFkED L 912
WEDT - TREBIL Y 7= X PRTARA MY P EIT5 T D SWFs bIFTET %o

MEx 4 RETOCRICBITOIERNKRET —Y

FEg%
360

325
290
ERRSEARRR 255 T UG

SURZEE)

fhDERIFERE

aRrE

278y b F-F— —SWFs

(HPR) Elliot Hentov, Alexander Petrov, "How do Sovereign Investors approach ESG Investing?",
State Street Global Advisors, 2017, p.b.

OF) BECBEULT, MENSVIEEEEENEVIEZEKRTD.

ESGHEDFHEIZH T 24 : TN TN OB ERDFEN L T 5% ESGIKEDFLEIZHT
ZREEFEML T2 (MERS5BM). COMETHE, HEFELLT, A7) —=v7
(exclusionary screening), XA b - £ ¥« 7 5 A¥ & (bestin class investing), 7 — V&
(thematic investing), #EF1THE) (active ownership), ESG #t& (full ESG integration), 1 > /%%

M (impact investing) D 62D 7 7T =23 L T2 (FFHEICHLTIE, 3EZHO
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Mz&5 ESG EMOFE

HRRO V-2
60
AVI\T hR&E NAN - AV - OSRE
ESG &y F—xkE
HRETE
—278yh-F-F— —SWFs
(HEF) Bx 4 £EU. (F) 6 DD ESC FAICRALTIFEE U CRESNFS.

Zl)o HBEMDEHIZ, SWFs E ESG #HEFHEIIB W THORPFRKER & 138 % 5 #if %
FroTWa I ePnhbe KREIZBWT, MOBEAKERIINAN -4V - 7 FRET—F
BB DR LT, SWFs IZHFR A7) —= v 78 4 %0 MNEBED L VEFE L o T b,
BFICHERRA 7 ) — = 0 ZORBIZEZE CTH %, AL TIL SWFs 258k > 72 2 D0 ESG #% & T
ED% ) RELFETHLD, LHIIHBOHEM~ A —T v — 2 LB ETLEMEOEHNFET
Hbo BIZA 23 MERIIEELHEMM#MELELTLITFETHL L LT D, T4, SWFs
EHEEICBW B RLEZTAH I B2 T05EH, ESGIEM DI/NT RS LI L 72 558 T
H?HI)e ZITIX, HIRMIZATSWE I3 ESG % &0 THH AR ERIEZ IS 2 & 1XHI# T
HHEENINTND,

PWERITA XL AEHRICE T 2ATIE, AWRERER E RERERER & O THEL
EWASR SNz BRI ARTEBEIRER T S PPFs & SWFs 1[F U & ) ICEMERELA RSNz,
IR L 2 &, 10 FOFEA DOEEIZE L TE, REEBERERITAIEBEERD 1/3
13ETH o7z, FEIZESG I Z R GG & BT 5N 528, FliE, FEEIMETL WL Y
YHR=VD2O0 SWFs 1X 10 FE A B OIEHREL LTnB EARLTEY, Tk b
BEWTH Do Bk L7z & 912, SWFs iE ESG AV EA 3 EM o #5106 L Cld i e g% Fio
TWiz,
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®obl(C

PER, FUAMKEOBFICL HMBEHEL LTHEL TEZ SR, BEKERD AR
BB CHAWREICHE T AMEMHZE L CREZ R CE&L, L2Lad s, FHUIEE
CSR CHfin BEME DL e & & B IR & Zelinffe 230 2 725 2006 40 PRIFEEIZL D, ESG 37 7
7Y — R EEOWERE T DL ANIBWTERT S 2 ERIMNFIEICO %035 & OFEERDOZAL
MHE U7z, PRI, YFROEEFERET 7 1 - 73 Y IRICE D AR 12 7 E 20 oK TR
WERPIBBEEN-Z LT 5, 21U, FE&EET I LD L T MK ER V&R TE
T2 EEOEE % SHEIZE N LT, ZOEEORNEEZ 52 & THEMERRZX 5 E
TE AT 72b D TH o7z 2F D, GRBEOHENETZKOZIDTH 5L,

7 PRLOIfIE, KA T L72E (& =71y b - +—F—) OfEx BRHWHR
FUZ o TIRARBRICEE T RE LT L2 BFHEEBLRLOOS, ESGAR—F 71U 4D
INT =R VA E R G2 HWREICOVWTERLTWEHTHL, b LARMW N7 +—=<
YAERRKAT 5720120 ESG 2 B R 2L ENH LI L IIZHEREICEINL LORGE
RL72ZEThb, UEDZ s, BEOFEXE L7z 62 HMASHIMLET, BIfEIX 1900 #%
B (20184FE 1 H 14 HERM) 7o TWwh, 2D X912, PRUSHEEFKER~DESG 77 7 ¥ —
DI ILRERE & 72 > T/ R BB R B2 THEAL TV,

Pl &) IR AR L7z 1T, ARIEHEEERERD 1> THSH SWFs |22 T D ESG 5
FIZOWT oM % ildr7zo SWFs ICBIL Tid, MoEBEIRER LIS 5L, ZOFREHEIEIC
Y 5. ZIUIANEE LR EEPOANY 7 4 TEETOEA 2T\, BUOR— &
7o) AEEICEIE ) A/EEEKY 0D, VY-V EEHETEVILDOTH D, oM
EDRBIFTH D LD, BHGHPEEBIZICBVWTIIEARTH LI 7% L, MEEED
BERENUIH o IR L Z 4 U 27 — A0S\, KR THES L 72 SWFs © ESG &
WCEALTIE, 77 Y FREEOEHRIIDL OO, RIZIHEMBIYTH L LIZFVEW, BEEET
1%, ESG ~ORERRIIFE N 7E ) ORI EFT 2 L 9o FENS & 2 EIGRRE R 2 &8
BoENLH ), SHENICAR T LEDSDH S,

—7Ji, SWFs LA E R 2 ANESEIRESICE L TIE, N7+ - 2AFBHEICTNE TRV
LT LA EENMEE > T&7 LAL, ESG 7 7 7 ¥ — B EMHNEEMEICDO RS
LS N, TORBELEOBEEUNTRRENDL L)oo TETWL, ZNIEFAROBE T
LRBEDOMRVPEONT e T4 FY AR NA U 5 EDIEFEEEIZ L D, ESG EH O 15
IRETTICEMMLTWAZ EIZHHEN TS,

33 HARIZBWTEEGEEEHZEOMTIX, ESG % ZET 2 EHILZERMIINT 2 L OR@IERTHo 72,
AR, BSG R LG/ T 4 =< VAL OWEERZFEHT A ERESTIEI LD TE Y Y A7 KiFICB W
THMTH D L OBHDIRD > TWh, 2016 4F, GPIF 7 PRI O %54 % £ L CLULRE, MoBBEIERIC LK
KLTWD, FAHERFICLS ESG T v v AR ENDL 2 EREMOR ) MAIHEY 52 Tnb,
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X512, /vy = —BUFOBUFESES (NBIN) OFIZ, SWFs A% ESG & 128z 3 % 72
OOEELFATOIE %2 5725 9 o FHBIIIRUEN 2 HMHR &L BERE CRIENORE 1T
{FM SWFs TH %, 1997 F 9 AR CEERFL 1L P VICEEL, HHROLRTTYE T EY
B0 1.3% 2 EH T 2 AMBOBEEFT D L) ko720 ZOEEIZH72>TiE, ESGH
BB D) AT G RIT, WEOH HEE, SEICEIHRAZ ) -0 7R84 RA 27w,
FRBA LRI =T A Y FOBEL T2, SOHICHEHKEREHELZAEL T
L LIEHBIR LT\ % 5id SWEs O TH AR WHFITH 225, T OMREHIFIFRIZED 72\,
F - ARGCliiL7: GPIF OF, 5%, MORBEEKECMENZS 1 237 P42 5252 8127k
%9,

DIk, SWFs ® ESG iHIZ OV TETOEREZ LTELD, /W7 z—DFEB»rLHHZL LD
\Z, ESG (& EMRMifEE B O m A6 7o MBI T7 5 —~< v AUCR IR P L W REESH Y,
LHDO SWES DA v TN r—2avilikdb EBbhb,

[5E3#]

SRT [ELH L EBEKER] oA <KARMAF 2T =Ry 7 - 23— F> ~ gLz @E 0T
EOHRMMEA T /2010~ , AF 27— F2 v 7 - a— FICHT 2 HikEMET4, 2014 4 2
H 26 Ho

SR [T L RBER] OFEHM<KHARBRAF 27— Ry v 7 - a—F> <WETH> 2016 45
A 29 Ho

TREKE [FE¥E) A2 & L TOESG DL M -] TKPMG Insight] KPMG Newsletter,
KPMG, No.27, 2017 4%, 11 H,

HillgEe [HATE O ESG 8 oBUK ] THHIEAR Y] (No.373) 2016 4 9 Ho

TR A® & [BUfFR T 7 ¥ KOFKEEME - > v R = VoOFEFINTE -] BUGEIR S, 2013 4R,

HEHH [EOHE, WROFmRI 714 4F - LA 7 VAR PRIME] 2017 429 H 8 Ho

H#ERE [ H B e L o0 2 A e+ RS AR S o> 7 0] 2017 45 12 3 4 Ho

PR [SRI & AEEEEOZIHFRT] %I F— 2006, 2006 4F 11 7 29 Ho

Elliot Hentov, Alexander Petrov, “How do Sovereign Investors approach ESG Investing?”, State Street
Global Advisors, 2017. [https://www.swfinstitute.org/research/ssga/How-Do-Sovereisgn-Investors-
Approach-ESG-Investing.pdf] [2017.10.25]

GPIF, [ Y NA AV M F x = I2BIF 5 WinWin BEEOREEL HIRL C~AF 27— Fv v 7HIT
& ESG O@imrb~1, 2016 4 12 J,

GPIF, [[#BEERD AT 27— b F¥ oy GRS 5 BRI 7 v 7 — MEFHER] o RFEIC
DOWT, 2016454 H 7 Ho [summary_report_of stewardship_activities.pdf]

GSIA, Global Sustainable Investment Review, 2016.

IWG, generally accepted principles and practices (GAPP) “Santiago Principle”, 2008. Oct.

PRI, Principle of Responsible Investment, ( [ EALHCEEH] ] HAGERD) 2016.

PRI, UNEP FI, Generation Foundation, FIDUCIARY DUTY IN THE 21ST CENTURY ([21 it OZ5t# &
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D)
PRI, UNEP FI, Generation Foundation, FIDUCIARY DUTY IN THE 21ST CENTURY Japan Roadmap ([21
Wk OZEEEFHE] HAM)

JSIF (AR 257 F 7 V% E 7 + — 5 2) HP [http://www.jsif jp.net/coloum1304-2]

GPIF (4F&:H8 3 & #E AN AT EGE ) [http://www.gpif.go.jp/]

UNEP [http://ourplanet.jp]

UNEP FI [http://www.unepfi.org]

UNEP FI H A% [http://www.unepfi.org/regions/asia-pacific/japan/]

PRI HP[https://www.unpri.org]

SR B N v A7 4+ —F 2 HP: [https://govforum. jp/member/news/news-news/news-management/

management-management,/14294/]
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F =R a—RL— NN ZAOHIR

TN S N

[FUHIC

AKWgEIE. DOETE—HIZAS N T L REROEE I — R L — b AN F 2 A TR %<,
BB T — R L — M ANF AL FRIS, T = Ba— KL — FINF YA OWTEEZAT
Yo ALBREIT — R L — R HNF 2 AT 05813 2 SHAETHLZ R OTEB ) . BN
VADNRYF—=2 L LTHEAZED TV D, LALEDS, KREROCERER I KL — MFN
FUAEHARM =KL — FANF Y AL DBIIZEA S i, LR T — R L — P AN A
2B 2RI L DOFEIE v AT =T VBT L3 —RL— M HNF Y ADMFEE L
THEE (85,2012 OMESEH LD, Fr~—2I12BF5a—KL— FHNF 2 2O IEHE
ATETWZV, RIFFETIX. SREFHIMETH 2 IRN—7 2 TORM B L ORI L D |
TR —= B aA—RL— N HNF Y ZNZOWTHHKEOIEE %179, F 72, Novo Nordisk A/S
EOMTHIETCT Y=o Ma—RL— NN F 2V ZAOEBIZOWTHERZT -

£ 18 BOPEICHITDI—-RKL— bHINFVADERIR

BOENCBIT 23R L — b FNF 2T A2 AR E B L T b, Pk 25 4F
6 HICHadse Shve [HARHEER ] 128w T, BEHERICL 0¥ Lo RN ZEES
TR EOZEFELE R T-0o0FEMNE 2D, ARMATF 27— v 7 - 23— Ok
AR S, SFER264E 2 HICIEAERMAF 27— Ny 7 - a— 3R FEIN/Z, 720 BER
HEHIBIFT 7V — TI2BWTh, [HERICL o THEB OB WS CHERL S 1L MRITTE
THbH [JPXHFEA 7 v 7 Z2400] SEESI. I—KL— b INNF 2 2ADEILIZD %A > T
ETW5, F72, PHL264E8 HITIE, RFEREDLS [ FfINENDOHSE 1A T4
T~ EHEEROLT L CERREE~ORMEEEE (L AR— ) I PREI NIz, P27
EIHIZE, BRI =R L — b HNF VA - 3= FPREENT, HRRAF 27— KTy
7 a— Fid [EEROCEMEFTREM], IR — MFNF U2 - a— Fix [RHEEHR
HERTHMA] THY ., BPEICB T2 0EOFHRINNEZ S S A 2HOMiEEDEZ LT
EN
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HAM I =KL — bFNF YA - 3= FTlE, 5O0ERFEZIBIF 5B, EARFERIL T
& TRREOWHER - FEMEoMR]. EARER 2 Tl [HREDIDO R T —27 RV & — & DY) 2
] RO TS, F72, FEARFRIS Tld, BEREES - HEHRIC X 25 E & OXEEOLEE
BECCTRHONTEY) . TPEIIBW L, BELRFELEDAT =7 RV — L OBRED
WEEDNSBREELRREE 2L L EZ TV,

T—RL— MHNF 2R LTk 2 B2 5 O LETH 1 . EBICHSE < D%
PN TWb, RIFFECIE, LIl a—RL — NN F VR, HlcFry~v—os®#Ma—RL— b
FINF 2 AN T B X ST A OFE R IZED VT, AEN BT 2 BHMEICOWT
ERRAT o BATHIZEIZ BT, LRI 3 — R L — b AN 2 RO & Fo 72 B H I 1 bRk
T E S ERAR Y 2 AL R BT ARBL T A Z & (Piketty, 2014) R, JLRKEI 2 — R L — hANF U A
WIE AT =27 RV —HNF v ADOFEFZNH S (Thomsen, 2016) = ARSI TW 5,

FE28H BRMNICHITBIREI—RL— ATV ZDAEDT

FEAEICBWTIE, I—=RL = AN F Y 2DWZEIE. Whbwa Ty rairry vfa—R
L— MNHNF Y ADWMEPEATH D, 720 Trrua sy yRa—RL— FHNF 2 A0
I LTH, REMI—KRL— M IINF P RAEEE IR L — NINF I AEEZXGL. &
NZNEE L OMEPBI b TWb, LML, 7ryrutsy y#Ma—RKL— AN
FUARERLTCVLETOESEEZRL L, Trrutrsy yMa—RL— NFNF v AORF
IS SN TV D, FlZIE KRER I —RL — M HNF 2 AOEREICOW T, TFEO SRR,
WHhWRY =y ay JHIEPOEEL R holc b OffibH b, $/20 AT — 7RV —
Ba—RL— NN F U RAZRHALTNS KA Y Th, ZOREICOVWTIMEYIEZ TWb L
bbb Twb, Z9 Lizh, dbiREl g —RL — M HNF 2 2T B0 E > T b,

WRIN#E A (European Union @ EU) MEENIZ., I —KRL — M N F 2 Z0FERE, fEs LU0
MBEIZBNT, EOER, SN EETEO BRI E L OREFTE 0L/ Y — | i
JRB L OPHMAE L CEE R SHESFAE L. EUMBEMO I —R L — s AN F Y AD M
WA IR LT w5 L oty (Heidrick & Struggles, 2011) 733 5, G Tld, fbas
I—RKL—= TN F YA VAT AIRIZTHBEIELAPLTOENTEY . EUMBREICLK 5T
BB E 2 e U RFRFAL, TRl — NN F Y AOBHAII B TS LT
Ot A% @il 2MEMAH 5 Lk RSN T2, F/2. EUMBEEBICBTE, #AiliE» o
DBERFEFEDNZNENR LR > TBY) . TNZTNOBRFMEI D HEL RIZTL TV D 2 L%
BEINTWS,

EUMBERMO I =KL — NN F v ZOHBRIGER 4 Bl O OFGRASTRETH 5 25, Kf6
TIIRER & PR EOBEND2 S, Frv—rMa—RL— NN F VA SHEEH %177
Novo Nordisk A/S Ok ERERAZ DWW T H S 21T ) o FFIZ. FREREBUIMRA TG O BENEIZ b
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KREGRREEL 2, BRFTEOEPED [Hih REO5HE] CRERPEELRIZT I LS
NTEH, FHETLI—KRL— M INF Y ADOKRELGMEREL ZoTnb, Tr~v—rHa—
AL — b HNF 2 ZOFFBIE R TN X 2 KRt RA 2 TH ) . EHATE KA EIZ B W
TOLPHETH D720, KDPENZBF LI =KL — M HNF Y ADIEN HFANORBE L DL &%
o> TWwh,

WM I 31T 5 Uit OfEE D@L, — RIS, SR ORI DR IZ L % b DK E W
EEZOND, TNHDENE, W ROMEED AL ST, Nl OELREE., 2L T, #%
HEEFICO RECREEZRIZT LD LEE R 5N D, EHIFEITIL, KHIL T, KEEROT EL -
0— (HEkEs®) LEREROaEY - u— (HBIEER) 292 Twb, EUMBEETa
Y H—ZHRHLTCVLEELTETANT v FEEREED DD, % O EUMBEIE Y
L - a—%fHA L TWwAA, LaPorta » (La Porta, Lopezde-Silanes, Shleifer, & Vishny, 1998)
OfZEIcE BE, YEL - B—%2FHLTWA EUMBETL, 75 Y ARE (752 A, N
F—, FVIX, AF)T VB TVT, FT2F BV NN, ARA V), LR (7
YR=J AT =TV, T4 YTV R) . FAVBRE (FAY, A=A M) 7) IZHHETE
LML TS, L2 T, MAPEDERIER L EL - 0—Th b I L aifliAb L, JLRE
=RV = MINF L ADEN FEIMOEDPDBEII 2 LbDEEZ LN,

EUMBEEM O AL o@ENFl & LTid, N4 Y EEmEDRZETON D, HENIEF 2 EH L.
F B ENRNTH L~ FAVEHREI o F2A2FHERLTWEEVWbATWS, 7o,
FAYOmHRE T FAZERL TVLERIE, P Y RFEIIBT L0EEROILEFI L
FEESORE L. —EOBBOMIEDHIEB PO B X CH BRI OV TolE
Wwart s 2 AP H L EEZOND,

W BT BRSO EIIE, — R, @R, Z LT, BEMTH 5, 2011 FEDH
FIZE 2 &, WM 16 » EFEIE, —RBRAT27%., @A 42%., L CTRAEMI31% TH -
72 (Heidrick & Struggles, 2011) . —EEIEUGH %S O & OMFRIE. JEESIITIUR % B L U¥%S
PATHRE S TR S N2 — DR R R T 2 EEME T AT LA TH Y HEE, AL
15)TORFETRBELZRAIN TS, ZRBENGHRRIE, FA Ve —ZA M) TOFTRT
ORETHHEINTEY, Try~—20, 74TV, 705, JVvoz—, R=F 2V F A
A ADE L DEFEIHRH SN T 5, BRGSO RBUL. FESEFHBATIRITRE 0 BB MU %
&L HATBERE R O PIMA DR E BT L SR SN TWD, 2B, Trv—21lBwTd, —EMLE
DHBEDOMEFERLENTIL, BERES LRI SR ESPHER I N Tn L, KEIZ, BE
MEHER SR, 790 R, NUF—, BV FFN, A7 2 —F 0% DEETHRAINATY
%o Fi L LTk, 200G RS GEBUTIIR S L BUTHRER) OI—T 47 - VAT A
E. ZNENDHT. LT 505, #EIEFE LR L CEO B & UIEPUTIGR X OZ B0t s

1 77 Y ATIE— g RS & IR S & ORI ER- S LT d,
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TWAIZ LD D,

JEFGEE OB R ORI, FA YO @BENCHEM L TW A A, Ay &Id8 4 ) LD
BINTVDLI LR, BEBBIIILALOHEHR—OBATHER SN TNEZ DL, F2
JERIPGRE %45 (Thomsen, 2004) EMFEND L 23h b, T2, T v ~— 27 ORI SILEEC
BRIE SIS, HROSHREE 2RV T, SMBEOLHE 2 EOMRES A 6N TB), 2ol
REA Y ONFHEEEDENEWZ X9, LA L. Ringe (2016) & Z o RL# % 0937355 5 HL
D EFCTBY. FAYOBEIRIHRSE, SFERIELZHEL 20NN %67, BEMirE H#
LHERDH ) . BENEIKEL LVEDRRERL TWh, T72. 70~ —27 TOY: 2 ERIHG%
K EMBEBOFELESNTOMER., SEIFPH LOMBELEZ TOLHAER, @HEORN T Tldk
Ly REGEBBUICEE L TWAHEIZDAR, TIREOMEPEE R EZH 2R3 Ll TED,
HEXEDFE WA MO TR 2T 2R D I2 W e OMEDH 5 (Lekvall et al, 2014) o

F72. EUOHE Tl BRSO A v 38—, 1) #UTHRHH (Executive directors) .
2) ¢ B AT B 7% (Former executive directors). 3) L 7 7 L » Z #k E° ( Reference
shareholders). 4) 737 I #47 B % £ (Independent non-executives). 5) %7 @) & il /¢ £

(Employees representatives) . 6) Z O 3IEMIZE#i % (Other non-independent directors) @
6 DI E N T\ 5 (Heidrick & Struggles, 2011) o FRIN 3 LI A7 IEHATHGR % 0 L= A3 4
RO 4B%ZEOTEY ., W TL 77 LY AREPRCTIT% 2 HOT WD, T/, FrEE
REVIEEERICEENLHEPH). R4V A=A )T, ZL T, Ty3—271ZBWVWTIid,
SHE B ACED TR S D 30% Ll L% 5T 5 (Thomsen, Rose & Kronborg, 2016) o 5 72 A 12,
T4 YT Y FIEFACHEETH 7275 FFIEZBEIEL TWwh, 7 ¥~ — 7 @3k L d, fEsE
B, ERHOIEHE OB U L2 EO L2 Lo TVh, LBLENL, Ty ~—
7 COWERIZ X BRI, Py L3R L), EAERRIIEETH L 2 Lo/
DHEEBMERN 24T L W2 EHL v & o#HE D & - 72 (Rose, 2005) o

E3E FTUNV—IBOA—RU—bANFTVZADEFEERF1T—RYy T -
O— RDLEER
1992 4F |23 [F T Cadbury Report 2585 S 7z D, BN TIE a2 — R L — PN F 2 & -

I— FOREVPBEDOREL ho Tz, €9 L7z, 2011 EICIE Ty ~Y— 7 Tlda—FRL—
RHINF YA - a—= FHFEEENTze ZNRUFITIE, 23— KL — PN F UV ADIERB L — )L
13, 2009 FOSMHFEICEFN Tz F72, 2016 4E 11 IZIEAF 27— F¥ vy IR FKIN,
FTUR—IUIBTEAF 2T =Ry T - T=FIZE7TO0FMD®H ), BHARLFERRZ [207
FA - F7 -7 A7 LAY (Comply or Explain) | OIE#EIZEHAENL Y 7 - o= Dn

2 V77 Ly AKRELE—EHOMIEHREICBWTEE SN 55T A L. BHiESICEY. $7210%
MOTF B 2 T3 5 kkkF & L C%Es L Twb (Harbula, 2007; van den Berghe & Levrau, 2002)
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TWh,

RN Tid, BEHERIEI T~ =27 I L Tw B 0oRA~NDREIIET 20—
AV IR =R BRI RETHL 2 LR LTV D, FHI2 Tk, BEERERIRE
g & BRI 2 BB L C. HETLMRELOMNFELENRL, B5 T2 L 2ERL 0L, K
HI3Tl, =07 =Y XA bR —0—BE LT, BBRERIZ, ENRE=5Y ¥ 7xt
MEBATAT 2T = Ny FEEE EDOL ) RS 202 HRETH I E2HEREL T L,

FH4TIE, =27 =Y A bR) v —0—8E L TOMBETERIL. L O RERFRE S~
8T b EERT H72010, MOEERELFETITE T2 H L2k 75 2 L 2L TWD, |
A5 Tld, BRIMEITHEO—RE L THRAERDPEEORIME S 2B L, BIMEOF S X
OBREHERRICHRT 5 2 LR HERL T D FAI6 TIE, 27— 2 bRY ¥ =213,
AF 2T =Ky FIZHES S FARORE B L CEEGTRIZOWTORBPEIND 2
EaRHEREL TV D, HHNT Tk, BEBIRE R R L L L EE, FEGHS SO AF 2T —F
Ty T OWTHRET 5 2 L 2R L T b,

L7z oT, HAPENIIBITAAF 2T =Yy 7 - a—-FNEeRETLE, BEEZELAT—7
AN — L ORFHERPHRSEAER L TV A TIRILEEANH 505, Zor—IY 20 MRY =12
DVWTOFAZEHL TWEE)IZEALONL, =T, Ty~ —27IZBJAAFaT— Ny
7 a—= FiZBwTid, FEEOEHFIIOWTIREEN R WEIZER > T b,

TUYR=VIIBITEATF 2T Ry T - a=FREXAT =RV —LDL =Tk
R D —IZEEZEVWTW S, Rose (Rose, 2006) 17 v~ —2ZI2BIFAAF 2T — KTy
FTIZEBHEHOREIZ T3 TIEL L, B DRETAT — 7RIV Y — L OXFFEIMEIEL T\
WEOHEDNHY ., HETEBEH TELIAT— AV —a3a=r—2arilioT, A7 —
TERNVT =, DI 22— a R AREENTTREIC 2 A L IRIE L T\ 5, Hansen (Hansen,
2006). Rose (Rose, 2007). Jonnergard & Larsson-Olaison (Jonnergard & Larsson-Olaison,
2016) D L), RO Ty~ = Ma—RL— MHNF U AL T v rudsy s Ra—R
L— b HNF Y ANDOFTIUI D W TEIH N 2 m S B Tw b, 512, Rose & Mejer (Rose &
Mejer, 2003) 1 ZMBOFM DT —RL — M HNF LA - VAT LA EIRRLRY, Fr~—2 TIEEHHE
DFTEEDBO TEEREE 2RI LTEY, MELZT TRARABAT =0 RV Y — O %
R L TWd, 7225, 4, BREMMEM EICE D, wWhwb A7 — 7 kv y =R Sk EERA
PIZRMLTWRERELTBY ., T ry~— 27 8a—RKL— M INF 205 b Ba L
TWa,

F4H BEIRBHOFE

Fr—Ma—RL— b HINF L ZADH ) O EODEHIZIE, BEAETESFELEL TS
L FORPERMGTEDPMHATH A EDH S, Lekvall 5 (Lekvall et al, 2014) 1. dbFkO4ZE1Z
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PeE & I LRI AR R L L. dLRKIC BT B BRI 2/3 2SR R AT A
HOKBE) ICEoTRESNTWD EHRELTWE, LA LAEDS, KRFICK 2EPRFTAE
M ZILWGEE OFEB Tld 7 <. KREB L O SEZ B FHBETHREI N TS, 72, JLEGEET
DOFFEHEEIRECRRY, AT 2 —F7 2 Tld4R1TH £ O Industrivarden & Wallenberg & (24€
EEINDETVARAT V=T, /)7 = —TIIBHF B L U Kavli Trust 2 EDE Y R AT )V — T8
WERMETHDL—H. 7429 FIINODIFERMREIZL D EEEDPENZ LS5 NT
Wbk, TR =7 TRELCOMEDH ) MEIDKRIKN TS 5 B30T H o 2 i
0% B TV5, LIhoT, Ty —28a—KRL— bINF v 2AORBIZIE, BEORE
KEFEL L TCOMHAOHFAENET SN L. RKEETIET ¥ ~— 27 ORIEMRFETH 5 Novo Nordisk
A/S & Novo Nordisk B2 DWW T 21T o

BRI IR E O BR L b O % KL S M TWw» b 2 & T, B OB OMHDFEST 5 2
EDM BN TS (Toepler, 1999) . L22L7ah 5, MEIOE 1%, BIR&IEE) = M E O%E, 7
U7 gh, 7Yy bOEEEHAGDE T, BEIENOERIZMT CGES LTV, B
ICIE, Eei3L  oniEt 5 EHFAPFEINERETH Y. 20REEDS ITEEHEHE
(rike, IR, FA. K%¥) Td o7 (Karl & Katz, 1987)

% OALERGEENC A % & C KFAEDSL <k, K#kFE & L THRBMIZES 3 % FIEBE R
H. bW, BEERMBE (industrial foundation) DFEN D 5. ERTIUE, [H3E] TiER <,
[T¥] ThHrh MErZ2 5L, [HE] OIF) B TH DL EEL, ARTIE [EZETHY
Hl &9 %, BEMBHIZA A ZIFEFHETH ) . — WIS b T2 B H & UihE
FoTWb A, REOMRROKIEZINAT LR > CTwb (Thomsen, 1996), 7~ — 7|2
B2 HERMHOEEIRE L, Fryv—20RHOH 5%, ENEE L7 ¥ —0RMD 8 %,
ZLTC. Ty —27 OWREMBEEOKT G % 5D 5, BERBEIX. HARRKEOMHO £ 912,
BEMEOBRELZEL, FH2To T, BEERMEIL, EEOTIIH 5 PRSI L - Th
BN, WRREOREPEETH ), POBREINLE STV E) e BET 2 BEHEMEIC
FoTHEESNTVDEY, EVAREOBERREIZIAT S Lidhve BEERPMHOBFS
DAV IN=THDLLEII LRV, S DGENHHELED AV /)N—THh 5 (Thomsen, 1999), L7
DoTC. WHTOMEEHPBEELREEZ TTIENL L. SEOIEHERSICHEAML TV L v
£9. o, HERZOX N L SHOBEREFET 2G50 H 5.

PWSETI Y F ORRER I ENL. REIOMF O Z T2 05, BRI EIEE AR FETH
5 EDHREHTYH 5, JLWGHEINTIZ, BRI FIAERER L CWw2 REELZALTH
D BTy =2 8 Ay =T Y TREZETHY, / Vo2 —TRES AR 74TV FT
WHERE SN TV ARV, FIZIE, 7 r~v—2712B8wTid, #IEMZETIE Novo Nordisk. Lundbeck.
Leo. ¥ — V&4t Carlsherg, FtE-&4ETld Lego B HIASBATII A HICTH B, F/ow AT 2 —
7 Tld Tkea RBLERIM HI OB & L CHIT LN 5, HFEIIZH S LT LIkFE R/ C o
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SERBEI & L ClX. KE® Hershey W Hl. A > Fo Tata Group 7' )V — 7. A @ Borsch 7
EDB D,
FUR— I BMa—RL— MINF L AD G D EODORME L Cid, BEERBEII R 28
(long-termism) %#¢5H ., HFMICFARTREZAEFICHEKL T2 BT 6N 5, AR
MEIPEIMTE L LToOREER-TLEZTEY., WHOBEETEHEIMEO R 2 EH T L 2
ERRREN TS, T2, BRI IR OGN % L3 L 3 0 REEICB W
T LB ST % (Thomsen, 1996)

EO5E JEREI—IRL— ATV ADOEHEICDONT

Thomsen (Thomsen, 2016) (. JLEKEIE TNV O3 7 + — < ¥ A2 M BWIEETH 5
—AN4i720) GDP L EIROFEREZ AW TOH L TE D JLRRKELT /N F 2 AT VOEMEIZD
WTHEZIToT\wa, 1 A4720) GDP UL, KERMO I —1 v S5EE L ) &<, 1980 4FLL
Fo ALBRIZB U 2 R8F R, oS OECD #E & FAK#ETH ), EUFH L) b3 il b
Y., REXDDLITHATEDHEDFAS>TVE, LELARBS, EENFEEREL T 5 MR HE
7 & TR, ALRGEEO TN THAMARERGHED by 710 12 A->THB Y | KFTAFE
EEWEEEGTHALZ NS, B a—RL— N HNF VAETNVICL) . BRPVEOE N
i & ATV D LTI T b,

PSR I & > TEB SN T 2030, FRESEMMIZ L > TEHIN TV LEE LD b,
WAV & b ST b, F72. Hansmann & Thomsen (&, FSERIH O, FF 2

[EHEIEEE (managerial distance) | &\ ) HEAIE BRI E SN2 B CTCTHEEIT- 720 SEEIREE
DK, MEIOFTH T 2 XM OO LM 2 FOMH ORGSO M S . M. Z8itx
B, SHONGEEIC O b, MHBEAD X v N—F [N—F v )bt —F— | OV EH,
NCTHH, FHieBRIGEL, a2 RO THBOF —F — 2T 720 OPHAE S > T b,
L7zh3oC, EREHEE MDA L CW A REORFN/NT7 + —< v A LDMIZ, HEN. H
O [E Ze B YE % 7] L 72 (Hansmann & Thomsen, 2012) o

F 7o, BEEMFSHRXOENEEICI VMO Ty ~— 7 %L ) b EELTB Y, F 2B
H DS E LR R DB E M2 F V% §HZ L TERODLEIIOLN DL EERE LTS

(Borsting, Kuhn, Poulsen, & Thomsen, 2014) . Z DI 120, ALEKGEE O 343 & il L <,
WEEM S KR E TH 5 BEONIELEFE (ROA DIEMERE, EENGEE) L AMERIEED
K< %o T b & DO (Hansmann & Thomsen, 2012) & & 4.

£ 6 &1 Novo Nordisk A/S DEAIEE

£ [0 HUM % 1T - 72 Novo Nordisk A/S O#EMEAREIL 500 HH T v ~— 27 70— %, FITH
FRA B 2550 GHERCTH Y. ZONFRIZAMNEREDKK 107 G AT v ~—27 7 0—%, 5



TIHEMAE 537 ARk E BHMAEALEDKK3B H AT Y ~Y—27 70— RIXGLTWA, Ak
13IE BRI TH b . Novo Nordisk B Bl D52 4f#-4E T&H % Novo Holdings A/S 25 A #ED 100%
AL T2,

Kz 1 Novo Nordisk BfHl. Novo Holdings A/S. Novo Nordisk A/S D&EZAE %

Novo Nordisk Foundation o) 2 :
Institutional and private

N investors
Novo Holdings A/S

75.5% of votes 24.5% of votes
28.1% of capital 71.9% of capital

A shares B shares
537m shares 1,963 m shares
Novo Nordisk A/S

Note: Treasury shares are included in the capital but have no voting rights

HFf : Novo Nordisk Fonden Facts and Results 2016

Novo Nordisk 81 [#iZ. Novo Group D3ENERET A REEB L OWIFEIHBI O E L 72258 %
fEL, BB LI OANENENEZ ZET A L) ZEOHKN %> T 5, Novo Holdings A/S
1Z. Novo Nordisk 7 H D& 4B L UMb M3 ISR ICHE T 5 7201258 S 72 IR
HIRELEHTH Y. Novo Holdings A/S ix. Novo Nordisk A/S Jz UF Novozymes A/S DO#EF:T
bbb, %%B. Novo Nordisk B HNIIFEIE NERKIC & ) AROTEHNLTE 22\,

Novo Nordisk A/S @ A 3 X U B ¥R S % e oM L, AR 1 vk 72 0 oF T HEL
200 25, BARSU L ARG 720 ORERMEIL 20 L > T\ b, L7225 T, Novo Nordisk B [J113 %
RED 281% %A L. iMETIZEERD 75.5% % 5D TV A D, WEEER 2 &0 7% Ok
BROEIMNL 245% 128 EF > Twb, B7%AIZ, Novo Nordisk A/S K UF Novozymes A/S @
WTIIZBWTH, ABRRIIBHRAD 10 f50IEEZH L Twb, 2B, TO L) ZEHO®
FEEET 2 AMRICOW T, BOTEINCT 28R E Loy by . »oEm
LBIETOREILTREICTLIIDEZEZbN D,

FHIM 2 BAS ToRE I 5 E213, Novo Nordisk B [H & OBIRIZB W TER %475 72,
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7 8. Novo Nordisk A/S OFHHIZ & 2 & BEOKRFME L, Fitov Y 3 v L RIWRKE
AN & 851D & AT L O BIFRINT ¥ A % 3BRT 5 7280 OMIEH 7 ek % 324t 4 5 72
T, BHMIZLEREDLH LD D E_T w5 (Novo Nordisk Fonden, 2016), F 72, 3N
TORMFEET AR B ¥Rl EoHHIEEIL A 7 = X A0 b, HREMMER I~ A
ADFEE R G2 H RN SN TWD &R Twb (Titman, 2017). L72A3> T, £ o7z
HUMEE D OMAERITTH LT, el Ld, Tryv—2Ra—RL— MFNF v A3
THMENFET L 3%, BN ERME2ZITT 5 LTlE, BIEEZ % > Novo
Nordisk 8 [H & DBRENEEE L 75 TL %,

% 78 Novo Nordisk BAFDIE

Novo Nordisk B Hi%. Novo Nordisk A/S K Uf Novozymes A/S DD FI%E & A Hikk 3 0 F)
A& BH L2755, Novo Holdings A/S 12K 2 LEF 2 EHT 572008 2 FE 2 A>T
Wb, BARAYIZIZ. Novo Nordisk DY Y 3 i, [ A4 O & /&% m) k& & 2 W78 %
WCRECHEMTAZ L] £E3NTwb, 2% 0, Novo Nordisk i, 5 L~ oWFZE % {12
HES 572002, Mo, FEgME, RAMWHNZEL &b, BALHSOmGICHEE 7253,
FROBEREIISNT V) a—2 a P ORENOEBZ BIEL TWwb, $72, 220D 3
varilTid, 1) HRAMZEVAZAEROBIBEANNAY A T ABLUNIF T2 /1
V2B LARFEBLY 2) WEEIZBTAMEOREEZEIF T2, 7. Novo Nordisk Way
®ANFELTWD, Zid. Novo Nordisk A/S DNV 2= R—=ADHINF VA - TL—=LT =2
ThhH, I—KL—MITNF Y AOHEHTTH S MBI HRBEE~NDAS T r— 3
JNZOWTIE, SROWIZERE L 3225, Ha L ERoLmfiiE % Al L. B0 7% ) % 3¢
ZHBBIEDIZODL Y X THDBE M) TVRINLATA YOFEMZEWTWE, T2, A6
ERITH LT, I v v a3y ok, ERIAT 2R, Wi 2 PSS 2 7201085  OTF3TE
FIEEZITo T\ b,

Novo Nordisk # O HUffi % &1E. MRIOBB 4 & OFEEEE O 720 Ot B % 25k
TH52O00HBEERELTWD, DEDIZER, WY, BARFFOMR L XL oitst e 4
IXR=2aryeflEL, MR TADEEI AT LOFERNOEHTH Y., &) PE2iF, —
MY 70 fE B & AR AL 2 B0 S A 72 0 O R 2 B & R AN IS E RS 2 RN — 2 ot
DIBEDOZIETH 5o L7207 T, Novo Nordisk B FIUZBI 4O E 179 25, B4 Novo
Holdings A/S (KIHTlt Novo) B L UHEEPLOMRLE % ERINAELE LT\ 5,

2> F . Novo Holdings A/S ®IUAEIZ. Novo Nordisk A/S K U" Novozymes A/S D FtY 4,
BILOHEBESEORY LR, EREE,PSORBLEINETH D, b A, 2016 FFE 21T
Novo Holdings A/S & Novo Nordisk A/S & U Novozymes A/S Dt 4L LT, 71 BTy ~—7
70— %Y . Novo Nordisk ML 42 87y ~—27 70— 2L Tk, Lzdso
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T, ZIDbFEETE LI LI, Novo Nordisk 25 H I8 A 4 OfERE & itk % 17 1 S & 500
FERSSICR & S EWLT 4 729121, Novo Nordisk A/S & U° Novozymes A/S O BT 70 #5 A&
AU RTH D720, FBMEZREEE LT, BREN»ORE L7 TERTE 5 &) BERTE
NOGREERToTWnbLEn) T LETHL, 2F D, RFELHHOBBESEETHY) ., K
KMETH 2 WHPHEREZEIIS LT, RIIWGZHATOZEP OEREMHERFTE L L) 128
BLTWwh, Lo T, BHAEZOHHOBR., 2% ), BN ZHANWEERELZTT5729
2 BEEMEITH T 2L P ORI P ORI EZ KO L, ZOREL L TORYEET
WMHEZEOYT R - P2 LTwbh, 2% ), BREOFRRHA» ORI ZEREIZL 5 RFEE, KkE
DHEHT, WhbYL—HHIZEDLNTVIEAT =RV T—DHNDLELDAT— 7 KRV 5 —
IR LT, PESETLD R ENT WD, RFETHOAT =7 RV T =T HEICE T TV AhHE
UM EPFEET LI LD, Try~x—27Ba—RL— P INF L AOFRHTHL, 2O L
5. Novo Nordisk # [l & Novo Nordisk A/S & @D Y Y a v L% AL TH D . Novo
Nordisk A/S OFE ) 72 EA I D AT — 7 RV & —128EICT 57207 T L L0 L&A
Novo Nordisk %@ U T, L DIRIL VAT =27 RV T —~DRICIZDO %D > TWwb, Lo
T ZOEI BT r~x—rBa—KL— MINF Y AL, SHEEPEICBT AT — 7RV —
HMa—FRL— b INF P ADENTELTERZBEVZ23DEER S,

Mz 2 Novo Nordisk B4Hl. Novo Holdings A/S. Novo Nordisk A/S. Novozymes D%

Grants awarded in 2016:

DKK 4.2 billion (€565 billion) novo I'IOI‘dISkaFIdeFI GRANTS

Physiology, endocrinology, metabolism and
other medical research
DIVIDEND Research hospital activities within diabetes

Other scientific, humanitarian and social
purposes

Financial resultin 2016: 100% SHARES INVESTMENTS
DKK 7.1 billion (€0.96 billion) novo
Large investments
DIVIDEND Venture investments
Seed investments
Financial investments
OWNERSHIP 27.5% OWNERSHIP 25.5%
VOTES 75% VOTES 70.9%
(@]
) %
novo nordisk b L

HFr : Novo Nordisk Fonden Facts and Results 2016
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% 887 Novo Nordisk A/S [CBIF BEHERSDBENRUEE

Novo Nordisk A/S Ol % 4313, £ O H 4 OEB Y L T 5 #HIT% 4 (Executive
Board) & &A@ Rk % e 2 Hifii% 4 (Board of Directors) & 2 SRR S5 2 Bl
EThz (NFEIBM), WHikEE 11 AD A N=2OHEREN, 209 57 NIRERET
BHEN, A NFZT v =27 OREBICL > TEBENT VK VT 4 AV HERBTH L, F720
TUR=IDA—RL— MINF L AZHEDE, BILEINT7THOREED D 6 4 A0 L
THY., Y ? 3413 Novo Holdings A/ S DEHE X U N—Th b, T2, ORI EESIE
VaxrF—LEREENEHRIEL TV L, TOTERIE, BINGEETOY 7+ - a—12Eo5a—
AL — MFNF V AOHETIE, 2020 FF T2, LA ELRROEEZHT 5 2 ZHOREE
HSNZHFR A N= L D & S ILHGEE O EFE DI O 2 4O IE R BIFES X oN—& |
B e 3HBEL ST 2 S —TRITFTNE L LRV E ENTWDL 2 ENEIT LN D, HUHE
BRDH B, A/ A AP IGEE DAL OEFETH % o

Rose (Rose, 2015) 137> ¥ — 27 IZ BT L EEOHEIZOWT A OOHEK (Fpi#ELIRI.
v YA ANTR, EEETR, 2 L CRindim) AL Tnb Ll RTwb, T72, e
MR E L UL, HERER S BT 2 BECHENFOLRRIEIZIERA L. $723EBPMRREORHET
. PR ED L DRI EME L TWwWbe ZDEH 5 Tld, Novo Nordisk A/S O U
BREINT Y APRHN T D EEZEZ BN D,

Novo Nordisk B FIOHi%IE 10 4B 0 W2 74kl £ 7250 2 4030k 2 ZE L OB T
B ENTW5, FEOHEERE L Cld, B 240805 Novo Holdings A/S OE% %
AL, B 2 % Novo Holdings A/S DU %5 Novo Nordisk A/S # 3L L Twb, L2l 7%
735, Novozymes A/S DU & DOHATIIEFE T & T\, Lausten (Lausten, 2002) 12& 5 &
TR — 7 &KIZBIT A CEO O EMFEEKE DBRIZOVWTERLALLZS, -T2 Y
VoML —HTAL00. BEMOBEE OBGRE X ORI ES SR & O EME S H
FLIEDIRIEL TV 5, 2D L%, Novo Nordisk HH. Novo Holdings A/S. Novo Nordisk
A/S B X U" Novozymes A/S O AR E DD, WALl L 728 g v EFEHEEZF L,
FEMN2HETOREEIT) 2 & T, Novo Nordisk MHID I v 3 a3 v TH D A4 O & Rtk
2 ESELMAEMBICRECEBRL TS LW L),
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Kz 3 Novo Nordisk B4H. Novo Holdings A/S. Novo Nordisk A/S. Novozymes DEUHZRDIRIR

novo nordisk fonden

383300808 @

Lars Rebien Lars Lars. Marianne Anne Marie Désirée J. Lars Bo Birgitte

Scheibye  Rilsgaar dl e Abrén Fugger Munch Philip Kverneland  Asgreen Kappler Nauntofte

Chair Vice Chair Emplojee  Employee  Employee CE0
representative representative representative

novo
holdings © & & & & & &

s o T Sten Steen larsRebien  Geran Jeppe Per Kasim Kutay
Scheioye  Risgaard  Sprensen Ando  Christiansen  Wold-Olsen o
Chair

e Q0s828380888ss @

. ®
novo nordisk

Géran And Jeppe Helge Lund Liz Brian Sylvie Mary. Kasim Kutay ~ Anne Marie Liselotte  Stig Strabaek Sarer Lars Fruergaard
Chair Christiansen Hewitt Daniels Gregorie Szela Kverneland  Hyveled Employee  Thuesen Jergensen
Vice Chair Employee  Employee  representative  Pedersen CE0
representative representative Employee

representative

argen Buhl Agnete Heinz-Jurgen  Lars Green Mathias. Kasim Kutay Kim Stratton  Lena Bech LarsBo  Anders Hentze Peder Holk
Rasmussen  Raaschou- Bertram Unlén Holskov Keppler Knudsen Nielsen
Chair Nielsen Emplojee  Employee  Employee CEO
Vice Chair

representative representative representative

Blue ring = Persons who represent Novo A/S

WA : Novo Nordisk Fonden Facts and Results 2016

%5 9 & Novo Nordisk 4. Novo Holdings A/S. Novo Nordisk A/S D&l
EIRFREFEDED tHH
Novo Nordisk H O HEHEHEED 1 D121, EMEFENA AT 7 /0y — OB L
ZOEMAMHOEE L1 e b, T2, AMEIZT Y ~—27 LMBOILGERETO A /) R—2 3 XL
{bx AT 57201 ATV S,
BISERIZERASED A/ R—=2 3 7O ZADNY 2 —F = — V135 ODERE. 7t (Research) .
RN — P (Exploratory pre-seed). > — Fig# (Pre-seed). > — F (Seed). \»F ¥ —
(Venture) 2»SHEEN, 1/ RXR—2 3070 A0S E NI BB TS T ST oY R— 28
V3T H 5, Novo Nordisk B X EFEH & % 213 Novo Holdings A / S %3 U C MFEHIZH A —
b %475 T\ %, Novo Nordisk f [Hix, WIZE 56 — FREFT TEDL 3 OB~ aes L
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T, BRSO R — F %475 T\ 5, Novo Holdings A/S 1. RN — FREP SR
Fr—FTERLEEL LT, AIEEMEMEOT R— T %247>Twb, BRMHIZIE. Novo Venture
& Novo Seeds & /A L T\ 5,

Novo Nordisk BfFliZ. TN HEDOMBEDOBEED I, VY —F 7T AT —~DHF K-+
RIS T ) KBB4 DOREL > ¥ — L /L= —a R N— D7 ~—
SN AN 7 R B 7201 2007 4E LM, STHET Y~ — 2 7 0 — A OBBi& % LT
Who 7o, FMENE, Mo BH MR ESEH) L TBY . WIREIZE S B S OO ELIE
MaRDLIENTE, TXTOMIEHRRIINIEE B L ORWIZERBIRE T2 L Lo T
W5,

Novo Nordisk A/S (& Bl 58 88 & #E R . M. FIImICEE b L CB ). 2016 4EEEI2 1T 145
BT ~x—27 70— w3 E L T\ 5. Novo Nordisk [ [H1d. Novo Nordisk A/S
AFFE L7 2 b OFIROIEH O K N OTEFEIEE) 2 FEWGHEN ISR T 5 729012, 2001 4F 12
World Diabetes Foundation. 2005 4 (2 Novo Hemophilia Foundation % #%3. L T\ 5, L72%%5
T. Novo Nordisk 4 H 1% Novo Nordisk A/S 2558 L 7z3#| 2@ U C, MMFHOLY a »Th
B [ N4 OffrE &ttt % 0 E S 2RISR E CHINT A 2 8] 2B L OIEE¥EN
WL TWwd, 20 X912, Novo Nordisk AR 72 L T2 & EIE K E v, H7: 2 Novo
Nordisk A/S D AMF & LTTIER L, FAMHOEY a v BITO DI HENLRES 2 K-k
LCTw5%, £72. Novo Nordisk A/S DFEEAER L LTHEOLNIZREL, wbwa, Ehas L
TRTHY . A B O A 2IFHEN L HERMOZOOEEHFEE L Tb, D), FSER
I H1T& % Novo Nordisk B4 [H1 & Novo Nordisk A/S & A3—1Kk& %> THBHOE Y 3 » % 4,
BITLTWD, COX) GHELEENY Y a v G L, ZOEFICHIT T, MENB LU0
M RGBT > TV A ET VL, Fi L AROEBICL I CTEELETVTHY, T
Y= Ha—RL— N INF Y ADEHTHLEVZ L),

3 AOo0OWgREL Yy —Ik. KR VT 4 A7 MHIIEBEAH#PIZE £ ~ 4 — (Novo Nordisk Foundation
Center for Basic Metabolic Research). / K/ V54 A7 BFHNA A5+ LY 54+t %— (Novo
Nordisk Foundation Center for Biosustainability). / & / )V 7 4 2 7 W 7 1 7 1 > 58 (Novo Nordisk
Foundation for Protein Research). / K/ V7 1 A7 MFHIA T AL VA5 » ¥ — (Novo Nordisk Foundation
Center for Stem Cell Biology) T& %, FBEHTIsEL >~ 7 — Tl BERBEB L OO H N % BiFE S 5 5e%
ToTwbd, FEEMIE. FERIE L mOFB & EEOH LW H BT 2720082 FY) T2 L& L
TWoo WAFTHATFEY) T4y —id, HHETHD TOFEWELy ¥y —Thh ., L) ETRETAE
W — 2 D)7 3T TR O A i & e 3 2 720 IS LB L S - M 28 % v T b E & R
ETHIEEHBEE LTS, /R VT AZBET 0T A V5T, 7uT A YEIOIZEII LD,
HEEBIRORIKIZ B 5 EWMFH) 70 AOBROREEIT> T b /RINVT 4 A7y y =Tk, &l
BIUGTHEWFORERE, TSH. FI Y AL—Y 3 FIVIIRZ1To T b HERRIG & 25 A DRI 72 G %
ST 5720 DORMEE DA EALT L E LTV,

4 T~ — 27 EINA F NV 7 1% Statens Serum Institut & 577 L TR & 7ze 2009 FAHINA NV 7 %
BV LEE T A72012, DKK S H A FVEIREEL Twad, Fry~v—2F8% - A /) N=Vva v - mSHEE

(Denmark’s Ministry of Science, Innovation and Higher Education) . V> F X 7 B HIAHIE L T b,
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F10E F&&H

NEINEER RS ENKR TS 2 GO IRPELEH LT > THB D, 2016 FFEEIZIT 26.6% &
Y, mOEVEEILE o TV d, SHEINKEROWINEIZL D, BAPENZB T3 —KL—
FHINF Y AT AEERDSE T > T D, T2, BIFEEICLZI—RL— N F V2D
HELFER EDPEBSN TS, TNHEDOEICE D, BHAMAEZI—RL— M HNF 2 ADH
DA EHRILL TV 5,

% DaA—KL— MINF 2 ADOWMEN, HERGADPFHL LT rratry vila—
RL = " HNF 2 AR T LMD D 505, FHETIE 6 KEEEMRLTE RS L2 IT &
e TOLHEERINOEFTEPEN L6, SRIET =7 HMa—KL—FINF U
ez, WEWI—KRL— M INF P ADGHPLEILI LD EDEEZ NG, Ty~ —7 8
I—RL— FHNF PR, ORI —RL— M ANF AL IR, BEHHSTREZT
2 HBERBHOFEENRREV, 2F ), Frv—2r®Ba—KL— FHNF ¥ 2E, BELITFT
BRAKABRAT =7 RNV T —OHMER#ET L 2 EICEAFIITONRTWwLEEZ bND, L1z
MHoT, Tryx—r7Ma—RL— NSV 2O TH 2 BHHSIC X 2 28 1E, &
ENZ B 2 BIHE A2 5 OMERALE IS 72T fAADBEI L b D EEZ b,

SHOMZEREEE LTI, Fry~v—2Ma—KRL— M INF U RAEH R DEETLOGHRHE
BOMFETr —ZAODHICED . XV T y~— 2R a—RL— NINF C AEFHL, #7z
BRA—RL— MINF Y ADEY F & LTRE TV o, 72, BRI 2805 CReft il fig 70 41
K070, L) —EHFOEES SN, BENRS 55 HIEE L EIC B 2 Bt % Fii
TA5FETH b,

HiEE

KL ER T AHIZH720, RKIFEOT o~ =7 1B LHICHET L& %3R4t L CTE
W2RAA Y TFET - 2y R TMEL aRyN=F BT R — )LD Steen Thomsen,
Lars Ohnemus. Caspar Rose. Peter Bogetoft. Jonas Hedman. 3 & OF Center of Corporate Governance
DOWFEE B L TVA ¥ v 7, Novo Nordisk @ Susanne Stormer . N A & v 7 726 O T8 P0G
TIREAGN F L, Z2IIEHoBERER LTI,
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1. [FUSHIC

SCRFEE L, ERORF AR L v & —HERIZAD Y 2020 45 58 L VRSP AFEIE T A
FEBIGT A E A PGEL, HRERHIZBWTL, [R5 [# <] 2&0 72 U0 E %
5 7c O HHBIGERBR A BAT L0 & L WKFAFRBEOH ) HE HIEL T b, Ak
IBWTY, A== 0= \VKRFRESZEREORIRE 1T, S5 ICEERE~ 2 ENT
Who ZEIC, BREFHICBOLTIE, WE T T6HMNTH - 2 LEHEFERH HATES, 2018 4
ENOIL 10 BN EETEINDL Z LI, L) —B, FFEHENIE2ECZ LR o7,

DL RENE D, A%i%ﬁﬁ%ﬁﬁk?%@ﬁﬁ?ﬁﬁ?%@ﬁﬁ:wa‘ﬁ%ﬂﬁ
ZED L) BEEIERIZL, SHREDIIITHBEL TVLRETHS ) 2 BEFHICBITLHE
EOEENZOWTIE, FEEHR Y Y 2 AESO [EE | L L CORERY - FB42HTHI LN
. BERFMTHEEN ) F 2T 2OTFELXNS ) LT ELRBEAP ZICH S T LITEBKIC
v, TR, ABMEFRREEICBWTH., Fo<MEHBMNEEZ b > THEHFZ BIFTRE
THHI) Mo R L TlE, ANHEZRENI BT 2 EBEORE L E 2. REREFTHPFHFONEIRE
FHEBIUIIOWTERL T &y,

2. Rff#E EHNEEHE

B E LB HE MEREEZ &) LOBEIZOWT, HHE, 72 H &2 HLISHEm DA
IZATh T2 (B @ Goulah, 2014), &7z, B R R AU KRS TIEFEE L 2/ ERERE Y
FagaeRftL Ty, AMEHE BT A/ ERREOEREIIEMAL T LBAZ LI Lid%
1A

Lol B2 L THDH. AUIEE O TH 2 H0H ZARSEA (1871-1944) 1. ALEIFEH
HIZOWTIZIEEAEE K LTV (Goulah, 2009), L2 b, B WAEFEAF IZOWT O
BT, — I REANONEFEOHBFRIAETHL I LEH LT 5,
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Online Retailing in India: Present Situation
and Future Growth Opportunities

Shrestha Saroj

Introduction

The advent of World Wide Web in the early 1990's led to the establishment of a new era in
the retail sector i.e. online retailing. It refers to the selaing of goods and services on B2B or B2C
platforms through the internet. Nowadays, with the extensive modernization and technological
enhancement, the retail market has been revolutionized to a great extent. In order to dominate
the market, new tactics have been developed leading to the changes, by the usage of internet as
a medium to establish the direct and ongoing relationship with the customers. Online retailing
is channelized through the establishment of a communication link between retailers and their
customers with the use of web. A large variety of online retail stores like Amazon.com US, Rakuten.
com Japan, Alibaba.com China, & Flipkart.com India etc. have experienced a boom in their
business which has resulted in the explosion of the usage of online shopping by a large number of
customers.

Online retailers attract a large number of customers as they are exposed to a great variety of
products, and services. People can find what they want, when they want it, with incredible ease
and convenience. Physical goods are shipped directly to their homes in a matter of days. It is also
beneficial from the business point of view because information technology and software systems
produce better forecasts as well as control inventory costs. Elimination of intermediaries from the
supply chain reduces complexities as well as avoids unnecessary costs, thereby improving the
merchandising systems.

Many offline retailers have started their online stores with the aim of cutting marketing
costs, thereby reducing the price of their products and services in order to stay ahead in highly
competitive markets. When the online retailing was introduced, there was a pessimistic prediction
about those online retailers would damage offline stores. To a certain extent, online shopping

has indeed cannibalized physical stores sales, however, the emerging reality suggests that online
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retailing has become as a supplementary shopping channel for customers. It is not only to buy
the product online but also customers can compare prices, product features and after sale service
facilities they will receive if they purchase the product from a particular store. It has made easy and
fast for the consumers to buy and trade around the world. So many experts are optimistic about the

prospect of online retail business.

Present Situation of Online Retailing in India

Indian consumers are well versed with the concepts about quality of products, and services.
These demands are visible impacts in the retail sector of India. The retail sector is going through
the phase of tremendous transformation. The impact of the alterations in the format of the retail
sector has changed the lifestyle of the Indian consumers drastically.

With the rapid growth of internet and globalization of market, the retail sector has become an
increasingly competitive and dynamic business environment. The developed countries like US,
Japan etc. have already started to take the benefits by transforming the old form of offline retail to
online retailing but it is still new business in India. Flipkart which started in 2007, has changed the
history of retail business in India by introducing online retailing. As the online shoppers around the
world are increasing, the government from the developing countries like India has also started to
take special interest by liberalizing its foreign direct investment (FDI) policies, with the investment
in telecommunication and retail infrastructure etc. India has relaxed several key FDI regulations,
like 100% FDI in single-brand, 51% in multi-brand retail. In addition, in e-commerce, the government
now permits 100% FDI for online marketplaces (Ernst & Young, 2016). Overall the changing policies
are expected to boost market entry in online space.

It is therefore interesting that the government of India has taken a big step by allowing 100%
FDI in online marketplace model. Amazon, which entered the Indian market in 2013, the online
retail scene was mostly been dominated by the local players. Of course, companies like Alibaba
have had a stake in the fray via Paytm, etc. but the reforms came as a welcome surprise for foreign
online retail players who have been eyeing the Indian market for their business exploration.
Presently, there are more than hundred national and international online retailers in India. They
are, Flipkart, Myntra, Snapdeal, Amazon, eBay, Jabong, and Rediff etc.

With the growth of retail industry, the competition is also increasing and many new online
retailers, with unique new ideas, are coming up in India. Traditional and modern retail stores are
also getting the hand of doing business online. Online retailers are focusing on understanding
the consumer needs and their shopping behavior to serve them better with innovative products

and services. Furthermore, the growth of internet and smartphone users changed the way
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of conventional shopping. However, it is limited to only major metros, due to relatively slow
penetration of the internet, adverse taxation rules, secure transaction, and a lesser amount of
credit or debit card holders. Also, many Indian online buyers are reluctant to reveal their financial
information online, which hampers the growth of online business. Many people still locate
information online but purchase their products from offline stores. This means that people are still
lacking confidence to purchase products online.

According to A. T. Kearney (2016) analysis, India ranked 2" place in annual global retail
development Index (GRDI). Because of GDP growth, improved ease of doing business, and
better clarity regarding FDI regulations, India is now the world's fastest-growing major economy,
overtaking China. Foreign companies have always looked India as a potential mega-market,
especially since the adoption of the globalization policies in 1991. The opening up of the Indian
market saw a massive influx of foreign capital, which brought along with it newer brands, more

choice for the consumer and a fresh wave of competition for the domestic players.

Current Online Market Situation

The Indian online retail market is on a steep rise. In 2016, online retail sales was about USS 16
billion, and market could be more than seven times larger by 2020, according to Morgan Stanley
(The Economist, 5" Mar. 2016). In addition, IBEF has also estimated that online retail sales would
reach USS 70 billion by 2020 from USS 3 billion in 2014 (IBEF, May 2017) which is shown in graph 1,

below:

Graph.1 Online retail market in India (USS billion)
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Hence, IBEF also expects that in next 5-10 years, India will see more people come online and

sales are expected to grow faster than in any other market.
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Online Retail Market Competition in India

In India many national and international online retailers are emerging up to grasp the current
and future market opportunities. Among them to analyze the present market competition, this study
has taken four online retailers i.e. Alibaba, Amazon, Flipkart and Snapdeal.

Foreign retailers have always eyed India, but its restrictive laws towards foreign investment
and infrastructure issues had previously made things difficult. And they are by no means easy
yet, it's clear that the world's online retailing giants, Amazon, and now Alibaba, are determined
to get a foothold before consumers become loyal to other players with best assortment, price and
convenience.

Alibaba considers entering new markets from retail and payments perspectives, and it appears
to be investing in both of these avenues in India to maximize its potential. Unlike its competitor,
Amazon, Alibaba prefers to buy stakes of operating business through buying influence, operational
knowledge, and a share of their growth. Year 2015 was Alibaba’s first foray into the Indian retail
market. It invested USS 500 million round in the second largest online retailer, Snapdeal. More
substantially, the end of 2016 saw a USS 177 million investment in another company, Paytm, giving
Alibaba a 40% share of the company (Barrett Tim, 2017). This is Alibaba’s first over movement into
the Indian retailing space. Paytm is not a traditional retailing company, but instead is India’s largest
e-wallet with over 200 million clients. By this Alibaba can create a highly valuable ecosystem that is
centered on payments. Moving towards a more digitized economy, Paytm could be in an even more
advantageous position.

Amazon's position in India is significant. Its focus is on providing guaranteed delivery even
in far-flung regions and locking in users early with a local roll-out of the prime program. Amazon
has picked multiple fronts to invest in, much alike Alibaba, but it has chosen significantly more
expensive ones, like media and logistics, taking ownership of them in the process. The play here
is customer loyalty. Investment in infrastructure is an attempt to expand online retailing outside of
upper-class urbanite circles and its most recent investment in culture (USS 300 million has been
committed to Bollywood partnerships, with a channel released to Prime members) will add more
value to the prime program and expand potential interest among more Indians. It also started prime day
sales on Tuesday morning (CNN, July 2017). 2016 was a great year for Amazon in India. According
to The Hindu Business Line (July 2016), Amazon surpassed Flipkart as preferred online retail
destination for metropolitan Indian consumers for the first time since 2014. Amazon's takeover has
been rapid: in 2014, 30% of the survey respondents reported buying from Amazon; in 2016, 76% said
they did. The graph 2 below shows that Amazon India revenues from 2011 to 2016. It is clear that
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Graph.2 Amazon's Revenues in India 2011-2016
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from 2013 Amazon India revenue is in increasing rate which reached to almost 27000 million in 2016.

Hence, the increasing revenue growth and investment by Amazon shows that Amazon has big
plans for India. The company expects Indian operations to overtake Japan, Germany, and that UK,
becoming the quickest and largest international market in the process (Euromonitor International,
2017). The company mostly stole market share from players like Snapdeal and Flipkart. Amazon is
steadily using its global tech skills to increase its foothold in the country.

Snapdeal is India’s second largest national online retailer (Rai, 2015). But Amazon gained
most of its market share from Snapdeal, leading to a rapid decline in the company's valuation
from USS 6.5 billion to around USS 1 billion. After failing multiple attempts to raise funds, Alibaba,
along with Softbank and Foxconn, invested in Snapdeal in 2015. Softbank being Snapdeal's largest
investor is now looking to sell it to Flipkart and invest further in that firm instead of investing in
Snapdeal (Livemint, April 2017). For Snapdeal, which lags far behind from its competitors, staying
float will be the task. Earlier this year, Snapdeal fired over 600 employees and founders Bahl and
Bansal took a 100% pay cut (Bhattacharya Ananya, July 2017).

Flipkart is India’s largest national online retailer (Rai, 2015). Flipkart's story shows that in
today's market, being the first mover alone might not be enough. It may have been the first success
story of the modern Indian online retailing market, but many were worried that it simply couldn't
be able to keep its lead in light of competition from more deep-pocketed rivals as its share started
to flag after 2014. According to CNBC 2017, Microsoft, eBay, and Tencent, have invested USS 1.4
billion in Flipkart taking the company's value to USS 11.6 billion, betting that the India online retail
leader has a fighting chance against Amazon. Year 2016 was not a great year for Flipkart as the
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company failed to meet its internal sales targets or counter Amazon. The company replaced both its
co-founders and appointed Kalyan Krishnamurthy as CEO, he represents Tiger Global, Flipkart's
biggest investor (Livemint, June 2017). Flipkart is expected to gain technical know-how in artificial
intelligence, social commerce, and cloud computing through its new set of strategic investors. It
can now focus on growing the overall market by adding more buyers and categories to the online as

well as improving the customers’ experience leading from the market-share perspective.
Online Retail Growth Factors & Opportunities:

Online retail in India has been experiencing remarkable growth, successfully changing the way
people transact. Online retail represents a very small fraction of the total retail market of India i.e.
USS 16 billion out of USS 641 billion in 2016 (IBEF, 2017), but holds immense business potential
driven mostly by growing internet penetration, increasing usage of smartphones, cost and time
advantages etc. Eager consumers for modern ways of shopping, popularity of cash on delivery
(COD) and growing acceptability of online payments, favorable demographics are the other key

factors driving the growth of online retail in India.

I. Favorable Demographics

Favorable demographics have provided the unique opportunity for online retailers in India.
Country's productive working age group is high. Approximately half of India's 1.2 billion people
are under the age of 26, and by 2020, it is forecasted to be the youngest country in the world, with
a median age of 29 (Thomson Reuters, 2016). That means a growing pool of buyers for goods and
services, and a growing middle class. People become busier with their daily life schedule and to
save their time they start to search for convenience.

According to the TCS GenY Survey 2013-14, about 68% teens shop online in India. The survey
was conducted during the nationwide Tata Consultancy Service IT Wiz program which took
place between July to December 2013. The survey was carried on 18,196 high school students,
all aged between 12-18 years. It was carried across 14 Indian states which include Pune, Nagpur,
Mumbai, Lucknow, Kolkata, Kochi, Indore, Delhi, Hyderabad, Bangalore, Chennai, Ahmedabad,
Bhubaneswar, and Coimbatore. The survey was conducted with an aim of studying and finding out
the digital preferences of the students. The survey found out that seven out of ten urban teenagers
indulge in online shopping. The number of teenage online shoppers has shot up drastically. In
2012-13, 37% respondents shopped online and in 2013-14, these numbers have shot up to 68%. This

is a definitely great opportunity for online retailers.
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¢ Product Comparison:

Without having to move from one shop to other for comparing the benefits of the products,
consumers are now going online to compare product information, features and prices and then
making purchases online. Most of the online sites are providing this facility wherein shopper can
choose the product which exactly suits him. For example in Japan there is online website call www.
kakaku.com, which helps consumers to compare same products prices from different retailers with

a click.

¢ Cost and Time Saving:

The enormous saving in time and money achieved by both buyers and sellers is the principal
advantage. Online shopper could save a good amount of time and money. Online shopping is more
efficient, you can choose when to shop and you are not restricted to store hours. In order to remain
competitive and encourage online shopping, many online retailers offer free shipping and free
coupons points. In India metros and even in the smaller towns which are growing fast, the life of an
average person has become very busy. Working people have very little time after his normal routine
office schedule to go to the market and purchase even the daily need items. So shopping online will

be the best solution for busy Indian people.

I1. Smartphone Revolution and Mobile Internet

The potential for online retailing is enormous in India, owing to the rapid growth of number
of internet users. The growth of internet users has also led a substantial growth of other digital
industries like smartphone. India is perhaps the most dynamic smartphone market in the world
right now. According eMarketer (2017) expects about one in five people (20.8%) living in India will
have a smartphone by the end of this year. According to Euromonitor International 2014, internet
user in India increased from 51 million users in 2008 to 176 million users in 2013, which is shown in
the graph 3 below.

From the graph we can also conclude that both internet users and smartphone users are in
increasing trend. Hence, the increasing rate of internet and smartphone usage has fueled online
retailing in India.

India’s internet users population is growing at an ever-faster rate. According to the joint study
Nikkei Asian review (June 2017), Mobile subscriptions increased by more than 100 million in a year
mainly due to Reliance Jio entry (shown in graph 4 below). Most Indians access the internet via
mobile devices. And it is the mushrooming use of mobile broadband high speed third generation

and 4G networks that is speeding up the penetrations rate.
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Graph.3 Internet Users and Smartphone in India: 2008-2018
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India’s mobile share of online shopping will continue to grow over the few years. The
implementation of robust 4G networks by the mobile carrier will drive increasing digital purchases
made via smartphone. In addition, the declining costs of 4G devices and service plans will make it
much easier for consumers to research, browse and buy on smartphones, which will definitely help

to increase online shopping.

II1. Changing Payment Systems

The growth of electronic payments depends on an adequate acceptance infrastructure
comprising ATMs, point of sales (or Smart POS) terminals. Government of India is also promoting
developments in card acceptance infrastructure. It has in turn increased debit and credit card usage
with the continued development of online purchase tools and increasing consumer acceptance
and confidence. One of the major drivers of this growth has been the proliferation of smartphones
and tablets, internet/mobile access, which is serving as a convenient, cash-free and card-free
financial transaction medium. New payment concepts and business structures based on mobile
infrastructure are initiated by the online retailers and payment service providers. This has the
potential to displace traditional cash with other electronic modes of payments by helping to make
consumers more comfortable with electronic payments.

Almost 97 % of transactions in volume terms still happen with cash in India (Bagde Priyanka,

2017), the shift to electronic and digital methods is happening rapidly. In India, debit card

Fig.1 Online Payment Development in India
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transactions have been seen year-on-year growth of 43%, whereas the growth in credit card
transactions have been along the same lines with 27% in 2014 (WorldLine e-payment service, 2014).
The figure below shows that online payment development in India with users transacting over
online channels.

The above figure shows that in 2014 there were 20 million users transacting over online

channels and forecasted that it will be reached to 80 million in 2019.

IV. Preferred Digital Payment Methods in India in 2015 and 2020

Graph.5 Preferred digital payment methods 2015 and 2020
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The graph shown above gives information about the most popular digital payment methods
of India in 2015 and forecasting for 2020. In 2015, cash on delivery accounted for 57 percent of
all digital shopping transactions. Mobile wallet, like Paytm, MobiKwik, PayUMoney etc. is set to

increase from 8 to 15 percent of payments in 2020.

V. Shopping Momentum Strong in India

According to the Credit Suisse Research consumer survey reviewing the online behavior of
countries like Mexico, Indonesia, Brazil, Russia, Turkey, India, and China in 2017, it noted that
while online shopping is most advanced in China, momentum toward online shopping is strong in
India. In India, they found that 50% of the consumers now shop online compared to just 32% in 2014
graph below marked by the circle.

Looking ahead, consumers in India is also most likely to say they expect to increase their online
spending coming years. Emerging consumers and overall positive view on potential expansion on

the middle class across the economies.
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Graph.6 Percentage of consumers that shop online
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Conclusion

There are divergent views on the future of online retailing in India. But from the studies
examined above it is possible to conclude that online retail business will have an exponential growth
in India, though much is yet to be achieved. Most growth drivers such as demographics, economy,
changing lifestyle, payment systems, increase in internet users & mobile subscribers etc. are in
India’s favor. Also, the government of India has further relaxed restrictions on foreign investment in
communications network and taken measures to reduce the communication cost effectively.

India has a massive population with a relatively young median age. As this group of people
joins the labor force, they will also add to the country's new, expanding consumer class. Online
retailers have opened up for the consumers with a range of options and offers in products and
services, which the traditional brick and mortar businesses were unable to do. The ease and
sheer convenience of browsing and buying whatever a consumer wants from any given location
at any time have added to the popularity of online retail. Secure payment systems knowledge
may encourage customers to transact online with less hesitation. And the unique offer of cash on
delivery (COD) has proven to be the perfect alternative for those with remaining uncomfortable
with online payments in India.

As the number of players continues to grow, competition will become even fiercer, and markets
must develop according to the customer psyche for better segmentation, targeting perspectives and
a stable market share. Online retailers should continuously monitor customer lifestyle trends and

further, understand factors that impact online consumer behavior. In order to improve their chance



72 Rl E F e R4 B2 5

of success, companies are learning and adopting certain strategies. The successful companies in
India are focusing on strong customer service and establishing trust with buyers. This leads to
repeat buyers, lowers the customer acquisition and retention costs and improves profitability. In
addition, some companies are differentiating themselves by focusing on niche product categories
and market segments. To outlast their competition retailers will also need to build a strong brand.
This is what Amazon was able to do in the USA, and probably what Flipkart, Amazon India and
some of the other larger players are emulating and trying to do in India.

Convenience, choice, discounts and payments options all goes in accordance to the generation
next requirements. With all these the online is bound to be the next phenomenon in India. The
trends that would be followed in future would be increased use of smart phone and tablets for
shopping. Delivery lead time can be reduced with the development of new warehouses and logistics
network.

With the great potential and opportunities, there are many pitfalls and challenges along the way
and it enhances the prospects for further research in the areas to examine the trends, challenge,

and innovations which are taking place in the online retail business in India.
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Characteristics of Service Industry & Japanese Service
Industries in Asia

Hiroo Takahashi

1. Shift to Service Industries

(1) Primary, Secondary, and Tertiary Sector Classifications

What type of industry is the service sector, which is referred to as a non-manufacturing sector?
Economic activity is normally classified into three categories: the primary sector, the secondary
sector, and the tertiary sector. These categories are based on a classification proposed by the
Australian economist Colin Clark (1905-1989). Specifically, the classifications are as follows:

Primary sector (First Category Industry): Agriculture, forestry, fishing

Secondary sector (Second Category Industry): Manufacturing, construction, mining

Tertiary sector (Third Category Industry): Electricity, gas, heating, water, transport,

communication, wholesale, retail, food services, financial services, insurance, real estate,

service industries, government affairs

The primary sector is involved in the collection of resources found in nature. The secondary
sector is involved in processing the collected resources. The tertiary sector is involved in providing
services other than the aforementioned activities. As can be seen from the classifications above, the
tertiary sector is made up of a wide range of industries.

First, let us review the change of ratio of GDP & Employment in Japan. Shortly after World
War 11, ratio of employment in 1950's primary sector was 48.3%, secondary sector: 21.7%, tertiary
sector: 30.0%, 1970’s: 19.3%, 33.9%, 46.8% in each sector, 2000's, tertiary up to 65.8%, 2015's: The most
recently ratio, 2016's is primary: 3.5%, secondary: 24.1%, tertiary: 72.3%. Above all, Japanese people
in 2016 as employment sector will be work at the tertiary sector (Figure 1).

On the other side, review concerning the change of GDP ratio. 2005 : primary sector: 1.1%,
secondary: 21.5%, tertiary 77.4%, The most currently ratio of GDO, 2016's primary sector: 1.1%,
secondary: 21.0%, tertiary: 77.7%. (Figure 2) Now, ratio of each sector in Japanese economy is

certainly going up to tertiary sector from the view of Employment & GDP.
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Figure 1. Sector Classification Ratio of Working Ratio in Japan

Research Year 1950 1970 1900 2000 2014 2016
Working People (million) 35.63 52.20 61.68 62.98 63.51 63.76
Primary Industry (%) 483 19.3 7.1 5.0 3.6 3.5
Secondary Industry (%) 21.7 33.9 33.0 29.2 23.8 24.1
(Manufacture) 15.7) (25.9) (23.4) (19.1) (15.8)

Tertiary Industry (%) 30.0 46.8 59.9 65.8 72.6 72.3

Source: Cabinet Office, Government of Japan, Statics 2016

Figure 2. Change of GDP Ratio in Sector Classification

2005 2010 2015 2016
Real GDP (trillion) 524.1 500.3 500.5 538.4
Primary Sector (%) 1.1 1.1 1.1 1.1
Secondary Sector (%) 21.5 20.8 20.4 21.0
Tertiary Sector (%) 774 78.1 78.4 77.7

Source: Cabinet Office, Government of Japan, Statics 2016

2. Factors of Service Industry Shift

Based on past experience, it is widely known that the industrial structure of the economy
changes along with economic development. Petty-Clark’s Law is one of the main academic theories
that describes this change. This Law states that as the economy develops, the weight of the
economy will shift from the primary sector to the secondary sector and then to the tertiary sector.
What is the reason for this shift in the industrial structure? The following four reasons have been
identified.

1) Income inequality between sectors

As productivity begins to increase due to the industrial revolution, income inequality begins
to appear between sectors. The labor force shifts between industries in pursuit of higher incomes.
In the secondary sector, revolutions in manufacturing technology result in increased productivity
in factories and higher incomes for labor working in these factories. On the other hand, in the
primary sector, there are very few factors that would cause a dramatic expansion of production

due to technological revolution. Since the primary sector concerns materials found in nature, even
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if revolutions in the technology used to gather these resources occur, the range over which these
resources can be gathered is still limited. Therefore, income inequality arises between different

sectors.
2) Changes in demand structure

As income levels increase, consumption structure changes as well. The demand for services,
rather than things, grows. Consumers start wanting to go to restaurants, go traveling, watch
movies, and use smartphones. Consumers  desire for things other than material objects increases.
Therefore, since developed countries already have a large amount of possessions, the weight of the

economy begins to shift towards the third sector.
3) Globalization of industry

As corporations expand overseas, it is advantageous to import products produced overseas
rather than produce them domestically in some situations. This results in a decrease in the
proportion of the economy engaged in manufacturing industries, which make up the secondary
sector, and an increase in the proportion of the economy engaged in the tertiary sector. Although
many reasons exist for corporations expanding overseas, this phenomenon is caused by
corporations expanding overseas in pursuit of low cost labor. It is for the same reason that there
have been recent expansions of many corporations in America, Europe, and Japan into China. As a

result, products “made in China” are now widely available in developed countries.
4) Shift towards services within the manufacturing industry

Along with advances in technological innovation and increased sophistication and diversity
of consumer demand, the proportion of workers engaged in indirect departments such as sales,
research and development, design, marketing and promotion, information technology, planning,
and management within the manufacturing industry has increased. This trend is referred to as the
shift towards a service economy within the manufacturing industry. Although the manufacturing
industry is classified as an industrial sector that produces concrete objects, in order to sell
those products, this industry also needs functions such as marketing to respond to consumer
demands and software development. The computer industry is one of the main examples of this.
Although hardware can be mass produced due to the effects of technological innovation, software
development must be done separately for each system. As a result, the number of workers engaged
in this service industry is increasing. In addition, another reason for this shift is that corporations in

the manufacturing industry are expanding into new business areas in the tertiary sector in order to
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make effective use of excess capital and excess labor. The expansion of the manufacturing industry
into real estate, IT, transport, communications, financial services, and insurance is another factor

that contributes to the increased shift towards a service economy.

3. Characteristics of Service Industry

Unlike the manufacturing industry, which makes tangible products such as automobiles,
electronics, chemicals, foods, etc., the service industry belongs to the field of nonmanufacturing
industries which basically offers intangible service such as construction, commerce , finance,
insurance, communication, etc. The difference between the manufacturing industry and service
industry can be perceived with the following two concepts; universality for the former, and
individuality for the latter. In the manufacturing industry, standardized mass production in a
plant is the norm, and in this sense, it can be regarded as universal. The service industry, on
the other hand, can be understood as individual, since mass production of service is impossible
due to the diversity of clients, the recipients of the service. Also many types of business are part
of the service industry, hotels, department stores, banks, securities companies, supermarkets,
convenience stores, entertainment firms, and so on. They have something in common, in that each
can be understood as an indigenous industry inseparable from its locality. In the service industry,
production and consumption of services are simultaneous and inseparable from each other, unlike
in the manufacturing industry where the production of goods and their consumption take place
in different locations. Thus the characteristics of the service industry can be understood from the
aspects of intangibility, simultaneity, heterogeneity, nonstorability, and nontransportability , as well
as individuality.

Intangibility refers to such functions or effects as cannot be grasped in the shape of concrete
things.

Simultaneity refers to the fact that production and consumption of services are interlocked.

Heterogeneity refers to the difficulty of standardization or equalization of services to be offered,
since they cannot be uniformly mass-produced in factories, and to the fact that they tend to vary
widely.

Nonstorability indicates the characteristic of service which cannot be prepared and stored, as
can ready-made products, and thus service may vanish on the spot.

Nontransportability refers to the fact that service themselves cannot be transported from one
place to another, unless the provider of the service moves.

Now that the characteristics of the service industry have been made clear, I would like to

proceed by considering the main theme this paper, that is, the globalization of the service industry
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from several viewpoints.

For example, the supermarket Yaohan, based in Shizuoka Prefecture in Japan, originally in the
distribution industry, expanded by opening up new markets in Asia, the USA, and Europe under
the powerful leadership of the management of Kazuo Wada. In a further leap forward, Mr. Wada
established in Shanghai, China, the Shanghai Yaohan Department Store on a scale said to be
the largest in the East, jointly with a local department store. Yaohan's corporate headquarters in
Japan itself was moved to Hong Kong. However, behind such great international strides, Yaohan's
domestic business slumped and eventually went bankrupt.

Apart from this, there are quite a few similar instance among hotels, banks, retailers, tourism
companies, etc., which are part of the Japanese nonmanufacturing industry that, with the rapid rise
of the yen 1985 providing the momentum, expanded their business abroad in major cities of the
world. But most of them, unlike more typical MNCs, did not intend to expand their markets to local
customers, but rather to focus on expatriate Japanese residents in the relevant cities.

These activities extended by the service industry eventually had be withdrawn because of the
reduction of Japanese markets owing to the stagnation of the Japanese economy from the 1990s
onward. The scale of investment required to establish business outposts in the service industry is
not as big as in the manufacturing industry. Also, the former's stance is basically different from that
of the latter. Companies in the manufacturing industry intend to conduct their business with a long-
term outlook for a harmonious relationship with the indigenous community by establishing their
production plants there. One of the reasons for the reduction or withdrawal of overseas operations
once extended by the Japanese service industry is that they were often run as one-man business or

a mere flight of fancy by top management, and as a result had lacked reliable feasibility studies.

4. Service Industry in Japanese MNCs.

The strength of Japanese multinational corporations is in the manufacturing industry where
high-quality products are made using excellent technology. In the production of automobiles,
machinery, and electronics, Japanese worldwide business operations are being developed to feature
their products as global brands. From the viewpoint of the research of international management,
the primary object of the study of Japanese MNCs is overseas expansion of the manufacturing
industry, and in particular, their system of management in the countries where they intend to open
up new markets following the transfer of their production operation abroad. The reason for this is
that the realities of international management motivate MNCs, and that its core stage is found in
production activities abroad.

The decision about whether or not overseas production should be carried out involves the
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corporation’s fundamental strategy for international management, since it requires a larger
investment than merely establishing marketing outposts. Therefore, by establishing a production
footing, MNC management activities gain importance and carry out part of the managerial strategy
of its headquarters.

So is the expansion of the service industry abroad not a true picture of MNCs ?. Among
European and American MNCs in the service industry field, with their global management policies
familiar to us in Japan, are such banks as Citibank and HSBC, such insurance companies as
American Family, Zurich, and American Home Direct, such transportation companies as FedEx and
DHL, such department stores as Robinson and Sears, such convenience store as 7-Eleven Lawson,
and am/pm, such theme parks as Disney Resort and Universal Studios, such computer software
companies as Microsoft and Google, and the world's largest retailer, Walmart.

In light of prosperity of these MNCs, the question arises as to why Japanese business are so
weak in service industry multinationalization.

Apart from the lack of a production footing overseas, the service industry is no different from
the manufacturing industry, in that both procure local materials and sell their end products in the
local market. The problem is how such activities overseas are incorporated into the managerial
strategy of the corporate headquarters, and with what kind of global vision these activities are
promoted. From this standpoint, it is doubtful that the overseas development of the Japanese
service industry has been regarded as a keystone of corporate strategy. Like the rest of Japanese
industry, the domestic market of the service industry is now reaching its peak due to the decrease
in Japan's population of young people as well as its aging population. Further growth in the
Japanese service industry cannot be expected unless the sphere of activity is expanded abroad. The
globalization of the service industry is a strategic issue that influences the industrial policies of the

21 century.
5. Why the Japanese service industry lacks international competiveness

Why has the Japanese service industry failed to gain internationally high competiveness ? Let

us consider some of the primary factors.
(1) Particularistic management

The factor to be considered first is the international transferability of Japanese management.
The transfer of technology from the Japanese manufacturing industry, whose superiority in
production technology is its source of worldwide competiveness, mainly takes place in developing

counties. But how about management expertise? In the past, features such as lifetime employment,
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a seniority system, or an in-house union shone throughout the world as positive characteristics of
Japanese management. But these features may be mere eccentricities, especially when compared
with the American form of management. Yohtaro Yoshino, professor at the Harvard Business
School, observed these characteristics of Japanese management and termed them “particularistic”.
From the global viewpoint, the Japanese form of management is quite distinct, and consequently, to
transfer abroad was not easy.

American management, on the other hand, is “universalistic.” In fact, much American
management expertise was introduced into Japan after World War II, and diffused in a generalized
form. The American service industries prospering in Japan typically disseminate their management
expertise in the form of manuals. Historically, the USA had lagged behind Europe, and therefore,
rapid industrialization was urgently required. In order to overcome this challenge they had to work
out a pragmatic scheme, and the expertise required for this became the central theme of their
management. Since the purpose of management is to achieve objectives by organizing people, the

composition of employees is a matter of great importance.
(2) Protectionism under the government

When the growth of productivity in the service industry in most advanced countries is less than
that in their manufacturing industry, this tendency is particularly evident in Japan; the growth of
productivity in its manufacturing industry is 4.1%, where that in the service industry is only 0.1%
(Figure 3). The primary factor relating to the internationally high competiveness of the Japanese
manufacturing industry is that the rate of growth of labor productivity is higher than in other

advanced countries.

Figure 3. The growth rate of labor productivity

USA UK Germany Japan
Manufacturing 3.3% 2.0% 1.7% 4.1%
Nonmanufacturing 2.3% 1.3% 0.9% 0.8%

Source; The Ministry of Economy, Trade and Industry, Japan of R&D Expenditure in Service Industry 2005

This seems to be the result of the unremitting efforts made by Japanese enterprises to raise
quality control and improve productivity at their factories. The low growth of the Japanese service
industry is attributable to the fact this category of industry includes many types of business which
have not yet been exposed to global competition.

The primary reason for this is that after World War 2, the Japanese government introduced
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protective regulation for the service industry, closely connected as it was with the home market,
so that it could avoid competition from overseas countries. For example, the Ministry of Finance in
Japan aiming to stabilize finance, avoided bankruptcies of financial firms by adopting a “convoy”
(“circling the wagons™) policy, and gave administrative guidance to financial circles for their stable
management; the government also passed the Large-scale Retail Law to control the entry of large
sores, particularly from abroad, in order to protect local retailers.

Productivity increases by being exposed to competition, while protective policies tend to reduce
it. Continuous innovation is indispensable for the improvement of productivity, whether in the
manufacturing industry or in the service industry. Regarding R&D expenditure as indispensable,
the Japanese manufacturing industry has consistently invested in R&D to increase production as
well as develop new products and technology. Even after the bursting of the bubble, the Japanese
manufacturing industry coherently continued to invest in R&D expenditure, and was to become the
source of strong international competiveness by the current Japanese manufacturing industry.

But what about the service industry ? Figure 4 show a comparison between the USA, and Japan
concerning R&D expenditures paid by the manufacturing industry and the nonmanufacturing
industry ; in the USA, the ratio of R&D expenditure paid by the manufacturing industry is almost
the same as that by the nonmanufacturing industry; in Japan, however, the ratio paid by the

manufacturing industry is much higher than that by the nonmanufacturing industry.

Figure 4. Percentage of R&D expenditure in the service Industry

USA Japan
Manufacturing 57% 88%
Nonmanufacturing 43% 12%

Source: The Ministry of Economy, Trade and Industry, Japan 2005

6. Overseas Expansion of Familiar Service Industries

In recent years, there has been a notable trend towards overseas expansion of non-
manufacturing service industries. In this section, we introduce several examples that the reader will

probably be familiar with and discuss overseas expansion of these industries.
(1) Japanese Restaurants

In the past, it was often said that Japanese companies in the service industry were not

competitive compared to similar corporations from Europe and America when expanding overseas.
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Several examples of American food service companies that are familiar to most consumers include
McDonald's, KFC, Mister Donut, and Starbucks in recent years. These companies have grown to
become global brands and have store locations everywhere around the world.

In recent years, there are several companies operating Japanese restaurants that are expanding
their businesses overseas, although the size of these companies is still small compared to their
American counterparts. Figure 5 shows the number of store locations of restaurants expanding
overseas as of 2017.

One of the most well-known types of Japanese food is sushi. Sushi is one of the highlights
of Japanese food culture when introducing Japanese culture to foreigners. Originally, sushi was
prepared by sushi chefs who made sushi for each individual customer. Sushi was one of the more
expensive types of Japanese cuisine, and was not something that common people could eat every
day. “Kaiten sushi” (revolving sushi bars) turned sushi into food that was easily available to the
common people by serving sushi to customers on conveyor belts, similar to a factory. Some of the
largest revolving sushi bar restaurants include Sushiro, Kappa Sushi, and Kura Sushi. Japanese
sushi has already expanded to Asia, America, and even the Middle East based around revolving
sushi bars.

However, Sushi is no longer something that belongs only to the Japanese. British entrepreneur
Simon Woodroffe opened “YO! Sushi” in London based off of the Japanese revolving sushi bar
model. YO! Sushi already has over 70 locations in the U.K., and is expanding to several countries
within Europe and the Middle East. The invention of sushi restaurants using revolving sushi bars
made it possible for Japan's sushi culture to spread around the world, even without the presence
of sushi chefs. Currently, sushi restaurants in Japan are engaged in fierce competition, and are
searching for growth through overseas expansion. In addition, the recent economic growth in
Asia has also resulted in the boom of Japanese food, and many resolving sushi bar restaurants
are opening locations there. Japanese cuisine was also registered as a UNESCO world intangible
heritage in 2015. Now, Japanese restaurants are expanding in Asia at an even faster pace than they

are expanding in America.
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Figure 5. Overseas Expansion of Japanese Restaurant

Number in Japan Number of outside Japan
CoCo Ichiban Curry 1.296 161
Saizeriya Itarian 1.028 345
MOS Burger 1.359 333
Ootoya Japanese food 342 94
Saboten Tonkatsu 300 94
Yoshinoya Meat Bowl 2.328 780
Genki Sushi 136 117
Ajisen Ramen 86 677
Ippudo 63

Figure 6. Roll Style Japanese Sushi Restaurant

Japan 1.050 Sushiro, Kappa, Kura, Genki Sushi
Taiwan 200 Sushi Express (Taiwan Owner)
Hong Kong 50 Genki Sushi
China 173 Genki Sushi, Sushi Express (Taiwan Owner)
Malaysia 70 Sushi King
South Korea 38 Sushiro, Kappa,Sushi hiroba

(2) Overseas Strategies of Unique Companies

Several brands with unique products from Japan that are rapidly expanding overseas include
UNIQLO, Mujirushi Ryohin (MU]JI), Daiso, Kumon, Benesse, Yamato Transport, NITORI,
and Nintendo. We focus on the examples of MUJI and UNIQLO, which are two brands that are

particularly familiar to many consumers.

1) MUJI
Ryohin Keikaku Co., Ltd. operates under the brand name Mujirushi Ryohin in Japan, and MU]JI
overseas. This company began as a private brand of SEIYU in 1980, and offered only 40 products

in the beginning. Currently, MU]JI carries over 4,000 products, including food, apparel, and even
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electronic appliances. MUJI expanded its customer base through its unique strategy of offering
simplified versions of products needed in daily life and promoting a lifestyle that values functionality.
Ryohin Keikaku currently operates 344 stores in 20 countries around the world.

Up till now, the retail industry for household items was dominated by local companies, who were
more familiar with the local culture and needs. It was believed that this was a domestic industry
that was hard for foreign companies to enter. However, Ryohin Keikaku continued their strategy
overseas of offering a new lifestyle and recognized that consumers overseas also shared the
mentality of valuing simplicity and functionality in household products even though their cultures
were different. In this way, MU]JI overcame problems faced by many brands previously, and was
able to increase the number of overseas stores they operate. It is said that this company had a
product sense that was different from Japanese culture right from the beginning.

In MUJTI's first efforts at overseas expansion, MU]JI worked towards opening stores in top
locations in large cities in European countries with conservative historical cultures, including the
U.K,, France, and Italy. However, the stores were not successful in the beginning. MU]JI bravely
moved forward while overcoming many challenges. As a result, MUJI now directly operates 312
stores in Japan, supplies products to 102 stores, and operates 344 stores overseas. These figures
reveal that the number of MUJI's overseas stores is greater than the number of directly operated
stores in Japan. In particular, MUJI has 160 stores in China, which demonstrates the popularity of
the MUJI brand in this country and also reveals MUJI's efforts at expansion in this country. MU]JI
expanded its logistics center in Shanghai in 2013 in order to improve its shipping systems overseas,
improve their ability to procure raw materials in a timely manner, and lower the cost of procurement
through streamlining logistics.

Mujirushi Ryohin's strength is in the lifestyle that they promote. Mujirushi Ryohin focuses on
their philosophy of providing feel-good living at a reasonable price and considering matters from the
perspective of manufacturing (selecting materials, inspecting processes, and simplifying packaging)

throughout their product development process.

2) UNIQLO

UNIQLO’s brand name comes from the phrase “Unique Clothing Warehouse”. UNIQLO's
headquarters are located in Yamaguchi prefecture. Their company name is Fast Retailing. Tadashi
Yanai, the current director, took over a retail store for women's apparel, and transformed it
into a global brand that rivals brands such as Spain’'s ZARA and Sweden's H&M in the apparel
manufacturing and retail industry (specialty store retailer of private label apparel, or SPA) through

his strong leadership.
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UNIQLO's sales for 2016 totaled 1,455.2 billion yen (domestic sales: 799.8 billion yen, overseas
sales: 655.4 billion yen). The number of domestic stores was 837, and the number of overseas
stores was 958. The number of overseas stores is larger. Since the domestic market is anticipated
to be affected by the declining birthrate, aging population, and decreasing population, UNIQLO
is counting on overseas markets. Therefore, UNIQLO focused on the overseas market. Although
overseas sales accounted for only 10% of total sales in 2010, overseas sales account for almost half of
total sales currently.

For Japanese manufacturing global brands such as Canon and Sony, overseas sales currently
make up almost two-thirds of their total sales. However, these companies have a long history of
overseas expansion which extends for over half a century. On the other hand, UNIQLO increased
their overseas sales to almost half of their total sales in the short time span of only several decades.
UNIQLO is considered as a pioneering brand that demonstrated the international competitiveness
of the Japanese service industry.

Until now, the casual wear fashion category was dominated by brands from Europe and
America. It was considered taboo for an Asian company to become a global brand in this category.
Although UNIQLO's first expansion overseas was to the U.K. in 2002, UNIQLO was not widely
known back then, and was not successful. However, Yanai strongly believed that in the world of
apparel, brands must become established in Europe and America first before they can expand
globally. Based on his beliefs, Yanai opened large-scale flagship stores in prime locations in large
global cities such as London, Paris, New York, and Shanghai, and attempted to transform UNIQLO
into a global brand.

UNIQLO now intends to increase their proportion of overseas sales to around 70% to 80% of total
sales and increase their overseas sales total by a factor of 50 to between 3.5 trillion yen to 4 trillion
yen in the next 10 years. Although brands such as ZARA and H&M are popular in Europe and
America, it is anticipated that the brand that enjoys the most popularity in the growing countries
of Asia and China will be UNIQLO from Japan. Guided by the grand vision of the founder Yanai
captured in the slogan “Change clothes, change conventional wisdom, change the world” UNIQLO
has succeeded in expanding their business by bringing out latent demand among customers and
creating many hit products. UNIQLO's products are not cheap and low quality. UNIQLO develops
products according to its product strategy which focuses on customer satisfaction through focusing
on quality at a reasonable cost. UNIQLO has a thorough quality control system and employs long-

term strategic cooperation with its factories operated by Chinese companies.
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3) 7-Eleven

During the second half of the 19th century in the United States, the widespread application of
mass-production techniques associated with the Second Industrial Revolution was accompanied by
a revolution, with the introduction of chain stores and urban department stores. Unlike older kinds
of stores, these new types of retailers for large sales volumes at low margins.

The convenience store dates from the early 20" century; Southland, founded in 1927, claims
to have been the world's convenience store chain. Southland’s success had been facilitated by
favorable market conditions. Large self-service supermarkets had been introduced in the United
States in the 1930s, but their growth had been constrained first by economic depression and
then by wartime restrictions. From the 1950s, supermarkets rapidly began to drive neighborhood
mom-and-pop stores out of business. This trend accelerated in the 1960s, providing a niche for
the convenience store, who could serve customers in a hurry who wished to buy only a few
items, Southland and other convenience chains exploited this niche by locating their stores near
residential areas, more often in fast growing suburbs than in urban centers. By lengthening their
hours of operation, sometimes to 24 hours, convenience stores further differentiated themselves
from supermarkets.

The convenience store industry in the United States was successful in the 1970s and early
1980s, but began to falter in the late 1980s and early 1990s. In the late 1980s, major oil companies,
accustomed to the rigors of intense competition entered the market. Competition was intense, and
many retailers borrowed excessively to expand and diversify. As a result, 14 convenience store
companies filed for bankruptcy from 1989 to 1991.

In early 1990, Southland’s sales began sagging, due to: a shortage of funds to reposition and
refurbish its stores; competition from emerging regional chains; and an inability to come to terms
with changing trends and consumer demand in the retail business.

On March 5, 1991, after five months in bankruptcy, Southland Corporation was acquired by Ito-
Yokado, the extremely successful licensee of 7-Eleven stores in Japan since 1973. The deal involved
the Purchase of 70 per cent of Southland for USS$430 million by IYG Holding Co., wholly owned by
Ito-Yokado Co. Ltd. and 7-Eleven Japan Co. Ltd. The purchase gave Ito-Yokado control of more than
7000 American and Canadian stores as well as franchise authority in 20 other countries.

Southland decided to learn from its new Japanese owner, and embarked on a radical new
campaign was a shift in focus from the historical emphasis on volume sales to an emphasis on
customer satisfaction. Southland’s strategy (heavily influenced by Ito-Yokado) focused primarily on
three key areas: pricing, store remodeling and remerchandising and inventory management/new

product development.
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Specifically, Southland chose to change the pricing strategy away from heavy discounting of
merchandise and to focus instead on selling products at an “everyday fair price.” This new pricing
policy contrasted strongly with Southland’s former practice of heavily discounting merchandise to
attract customers.

Another key area strategy was the remodeling and remerchandising of 7-Eleven stores. Their
store remodeling involved a general facelift: lower shelves, new in-store signs, better lighting and
decluttering of the sales counter, remerchandising involved the addition of a wide variety of hew
products, such as fresh foods, staples in preferred sizes and more upscale offerings.

Also, one of the most important changes involved distribution management. The key to Ito-
Yokado's success with 7-Eleven Japan has been the use of its inventory and physical distribution
management systems that result in lower on-hand inventory, faster inventory turnover and, most

importantly, accurate information on customer buying habits.

Figure 7. Asian Market Expansion of Convenience Store

Thailand Philippine Malaysia Singapore Indonesia Vietnam
Seven Eleven 8.832 1.602 1.944 458 187 0
Lawson 42 12 0 0 38 0
Family Mart 109 108 0 0 27 87
Ministop 517 0 0 0 6 31

Source: Japan Economic News Paper ~ March 27 2016

Figure 8. Number of Store in Seven Eleven World Wide

End of March, 2008 End of March, 2014 End of March, 2017
Japan 12.006 16.375 19.171
America 8.563 8.163 8.563
Thailand 4.402 7.651 9.542
Korea 1.802 7.000 8.556
Taiwan 4.770 4.996 5.107
China 1.381 2.010 2.357
Mexico 826 1.899 1.878
Malaysia 909 1.581 2.122
Philippine 318 1.049 1.995
Australia 363 596 646
Singapore 419 528 417
Indonesia 0 158 155
World 34.147 52.811 61.554

Source: Japan Economic News Paper ~ August 2 2016
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7. Outlook for the Japanese Service Industry

Lastly, we describe the characteristics of the Japanese service industry, and provide an outside

on the industry from several different perspectives.
(1) Targeting Asia

An examination of the history of the globalization of Japanese companies reveals that trading
companies were some of the earliest pioneers in the pre-war era, manufacturing companies
looked towards. Europe and America for the basis for their products, increased their international
competitiveness by applying Japan's advanced manufacturing technology, and developed along a
path that took them from exports to overseas sales and finally to overseas production. Overseas
markets at that time mainly consisted of the markets of developed countries, which were European
and America Companies earned foreign currency through trading in these countries, which
contributed to the growth of the Japanese economy.

However, the main target overseas market of the service industry has shifted to Asia and China
in recent years. In these regions, Japanese products are highly trusted, due to the reputation that
Japanese brands have build up the manufacturing industry. Furthermore, growing income levels
in these regions as a result of economic growth have also created growing markets for service
industries. As income levels rise, ‘consumers’ interest towards food and apparel also increase,
resulting in an increased number of consumers going out to eat Japanese food, going shopping
at UNIQLO, and make purchaser at convenience, store, and resulting in heightened levels of
consumer demand for daily necessities. As shown in this chapter, Japanese restaurants, sushi
restaurants, and convenience stores all anticipate that the Asian and Chinese markets will continue

to grow in the future.
(2) Entrepreneurial Spirit

Many companies in the Japanese service industry started as family-operated companies, and so
many of these companies lack the financial clout of their manufacturing counterparts. While many
manufacturing companies founded by individuals in the post-war era and former Zaibatsu (Japanese
business conglomerates) companies grew through restructuring and were early to expand
overseas, the service industry had always been a domestic industry, was not aggressive in pursuing
overseas expansion, and focused on expanding their business in the domestic market. However, as
the brand reputation of Japanese manufactures continues to grow overseas, entrepreneurial-minded

individuals interested in expanding their business overseas have also begun to emerge in the
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service industry as well. While entrepreneurs interested in expanding their business overseas first
began to emerge in the 1970s in manufacturing industry, the new generations of entrepreneurs did
not emerge in the service industry until the 2000s. Overseas expansions of Japanese restaurants,
sushi restaurants, and ramen restaurants became possible due to the presence of central leaders,
such as UNIQLO's Tadashi Yanai, Rakuten's Hiroshi Mikitani, Softbank’s Masayoshi Son, and
Ryohin Keikaku's Tadamitsu Matsui. Overseas business are inherently risky endeavors. Success is
not possible without the brave efforts that are born from entrepreneurial spirit. The necessary of a
global mindset among management, which is a qualitative feature of multinational companies that

was pointed out earlier in this parer.
(3) Accumulation of Management Knowledge

During the 1980s when overseas expansion of manufacturing companies was in full swing,
there were several examples of service industries that also expanded overseas. A small number of
companies such as hotels operated by airlines, department stores, banks, and securities companies
did expand overseas. However, their customers were mainly local subsidiaries and Japanese
companies, and these companies did not succeed in fully entering the local markets.

However, recent overseas expansions by companies in the service industry are providing to be
successful local markets. These companies are considering long-term growth through strategic
global management. One factor of this phenomenon is the accumulation of management knowledge.
Since the Japanese service industry grew while it was focused on the domestic market, the amount
of management knowledge accumulated by these companies that is applicable overseas is limited,
compared to manufacturers. For example, the strength of American service industry companies
lies in the accumulation of knowledge in universal management manuals, which is the essence of
American management. Conversely, Japanese service industry companies operate in a society that
relies on unspoken understandings between Japanese people, which makes it difficult to transfer
management knowledge to overseas branches. However, as American and European service
industry companies began to expand to Japan, Japanese service industry companies also began
to adopt efficient management through the use of manuals. The accumulation of management
methods that also apply overseas while preserving a Japanese-style spirit of service is a factor that

contributes to the recent overseas expansion of the Japanese service industry.

(4) Expansion through M&A

In this section, we have introduced several examples of overseas expansion by service industry

companies familiar to most consumers. However, other large companies such as banks, securities
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companies, insurance companies, and information and communications companies are also actively
expanding overseas. Until now, these companies have expanded mainly through bases of operation
themselves in major cities in Europe, America, Asia, and China, but companies have also began to
expand overseas through the use of M&A in recent years.

The increase in overseas expansions through M&A was explained in Chapter 2. M&A by
companies in the service industry are growing in terms of both the amount of money and the
number of cases. Until now, the service industry was considered as a domestic industry, and growth
happened gradually through the expansion of the domestic market. However, due to the aging
population and rapid maturation of domestic economic activity, companies have been forced to
look for growth opportunities overseas. In this case, rather than developing overseas markets one
step at a time through the application of a green field investment strategy which had been applied
before, companies can gain faster access to local markets and synergistic effects by purchasing
existing companies. Therefore, companies with large amounts of capital such as banks, insurance
companies, securities companies, and information and communications companies are accelerating

their rate of overseas expansions through the use of M&A.
(5) Securing Human Resources

In the service industry in Japan, there is a history of family-operated companies growing within
the domestic market and expanding overseas later on. However, family-operated companies placed
too much focus on the domestic market and failed to systematically nurture human resources
for managing overseas businesses. However, these companies have begun to send their children
overseas to study and gain overseas management experience in response to the trend towards
globalization by the second and third generations and systematically nurture human resources
with a global mindset. One reason for this is that these companies have realized that it is necessary
to nurture global human resources in order to expand to overseas markets amidst a maturing
domestic market in the future.

Today, the increasingly inwards-focused nature of university students is considered a problem.
It is necessary to examine this trend one student at a time. In other words, it is untrue to state
that everyone in the younger generation does not want to go overseas. Rather, there are still many
students who want to study abroad, work abroad, or work in international organizations. Overall,
the number of people who have studied abroad, lived abroad, or grew up abroad is increasing.
There are many young people who dream of working overseas and want to work in a position with
overseas contact.

In addition, the number of students studying in Japan from other countries, and from Asia and
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China in particular, has reached a significant number. These students serve as bridges linking
Japan and their countries once they return to their home countries. Growth of Japanese companies
was due to the creation of global brands in the manufacturing industry in the past. Companies are
inviting international students from abroad, which contributes to the nurturing of foreign human

resources who can lead overseas expansion of companies in the service industry.
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