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1．Revision of CGS Guidelines
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Ratio of three forms of corporate organization 
 The number of Companies with an Audit and Supervisory Committee has 

increased to the point where more than one-third of the companies listed on 
the Prime Market of TSE have such a committee.

 The CGS Guidelines state that governance systems which emphasize the 
monitoring functions are beneficial for promoting management to take 
risks and relativizing internal logic.

Forms of corporate organization of companies listed on the first 
section and the Prime Market of the TSE

Company with 
Audit & 
Supervisory 
Committee

Company with 
Auditors

Company with 
Nominating 
Committee, etc.

The First Section The Prime Market

(Note)    Targeting companies listed on the first section of the TSE (2016 to 2021), the Prime Market of the TSE  (2022).
(Source) Japan Association of Corporate Directors (August 2021), EoL (July 2022). 7
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Ensuring a period of time for pursuing the management strategy
 For the purpose of long-term corporate value creation, it is important to 

appoint younger candidates to positions and not replace them with a 
successor after a few years based on seniority.

Internally Promoted CEO Tenure and Appointment Age

(Note) US: Average 36 of 49 CEOs selected by Harvard Business Review in the 2018 edition of “Worldʼs Best 100 CEOs” excluding founders and CEOs 
invited from outside.

Japan: Average 95 of CEOs in TOPIX100 Companies excluding 5 founders.
(Source) NLI Research Institute
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2．Corporate Value Creation
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Overview of the Ito Review 3.0
 Amidst a rapidly changing business environment, the Ito Review 3.0 was formulated, advocating the importance of 

corporate management centered on sustainability as a means of increasing sustainable corporate value.

 In addition, "Guidance for Collaborative Value Creation 2.0" was formulated as a guide for companies, investors, and 
others to implement SX.

⇒  Reinvigorate the "earning power" of Japanese companies through the implementation of SX.

https://www.meti.go.jp/english/press/2022/0831 003.html

Ito Review 3.0 (Ito Review SX Edition) (2022)
 In a rapidly changing business environment (diversification of sustainability issues, increase in uncertainty in the 

global economy), addressing sustainability goes beyond being a risk that companies must deal with and is a 
fundamental element of business strategy

 It is important for various players (e.g., companies and investors) to implement SX by engaging in constructive 
dialogues on how long-term management should be and refining such management

 Formulated the Guidance for Collaborative Value Creation 2.0 (i.e., a framework for the management enhancement, 
effective information disclosure and constructive dialogues to achieve SX)

Ito Review 2.0 (2017)
・For the purpose of reinvestment by companies, "intangible asset investment" is important, which forms the source of 

competitive advantage and innovation
・Need to provide a scenario to explain that intangible asset investments and ESG responses are "investments" 

necessary to enhance corporate value over the medium- to long-term
・Formulated the Guidance for Collaborative Value Creation as a “common language” for the content of dialogue 

between companies and investors

Ito Review (2014)
・Awareness of the paradox of Japanese companies' sustained low profitability despite their ability to create 

innovations, and of investors' short-term orientation
・Reinvestment by companies for long-term innovation and medium- to long-term corporate value growth through 

investment from investors with a medium- to long-term perspective are important  
・From the perspective of capital efficiency, it is important to achieve ROE that exceeds the cost of capital 17





3．Disclosure timing in Japan of 
(1)Company Securities report (Yuho)  and
(2)Sustainability-related information
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The comparison of the gap between the timing of disclosure of annual 
report and the timing of disclosure of report including sustainability 
information

* Gap between the timing of disclosure of annual reports and the timing of disclosure of reports including sustainability information 
for the five top revenue-generating companies in Japan, the U.S., and Europe.

（Source）Survey commissioned by the METI
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Japanese
Companies

U.S.
Companies

European
Companies

Average GAP
(Top 30 in Sales) 2.9months 4.0months 0.03months



4．Human Capital Management
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ITO Report for Human Capital Management

 The Ministry of Economy, Trade and Industry has organized two study 
groups to encourage human capital management in Japanese 
companies from 2020 to 2022, chaired by Kunio Ito, a professor 
emeritus at Hitotsubashi University. The culmination of these 
discussions is the "Ito Report for Human Capital Management” .

 The first edition of the Ito Report on Human Capital Management, 
which included these perspectives, was reflected in the 2021 revision 
of the Corporate Governance Code, which is a set of rules for listed 
companies that requires their investment in and disclosure of human 
capital initiatives. The “Ito Report on Human Capital Management 2.0” , 
published in 2022, has been read by many Japanese corporate 
executives and managers in charge of human capital management as a 
guide to concrete actions to be taken.
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Human Capital Management Consortium

 Human Capital Management Consortium was established with the 
support of 320 Japanese corporations from the perspective of 
promoting both the “implementation of human capital strategies 
linked to business strategies” and the “disclosure of human capital 
initiatives”.



Reference
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Schedule Main points

Companies Act
amended

Corporate 
Governance Code 

established

Corporate 
Governance 

System Guidelines

Strategy for the 
Revitalization of 
Japan (2013)

Stewardship Code 
established

Japanʼs 
Stewardship
Code revised

• It includes the proposal of legislation of the Companies Act to 
promote the introduction of independent directors and the 
introduction of Japanʼs Stewardship Code.

• It includes the “stewardship responsibility” provision to
encourage institutional investors/asset owners to disclose their 
acceptance statements and responsibility fulfillment policies.

Feb. 2013
Cabinet 
decision

Feb. 2014

May. 2015
Enforced

June. 2015

Mar. 2017

May. 2017

• The Companies Act was amended to establish provisions 
regarding stricter requirements for independent directors, etc.

• The major principles were established to contribute to make
corporate governance effective. The appointment of two 
independent directors was enforced as the general rule.

• It shows best practices to promote the utilization of 
independent directors and the Nominating and 
Compensation Committee.

• It promotes in-depth "constructive dialogue" between 
companies and institutional investors and the disclosure of 
voting results.

“Ito Report” Aug. 2014
• It presented a way of sustainable corporate value creation 

through "dialogue and engagement" between companies and 
investors.

History of corporate governance reforms (1/2)
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Schedule Main points
• It includes the clarification of the criteria for CEO selection 

and dismissal, and the establishment in principle of a 
Nominating and Compensation Committee.

July. 2018

Sep. 2018

June. 2019

Dec. 2019
Enforced

Mar. 2020

July. 2020

July. 2020

Companies Act
amended

Practical Guidelines 
for Business 

Transformations

Corporate 
Governance Code 

re-revised

Stewardship
Code re-revised

Group Guidelines
established

Practical Guidelines 
for Independent 

Directors

Corporate 
Governance Code 

revised

CGS Guidelines
revised

June. 2021

• In order to ensure the effectiveness of group governance,it 
presented best practices concerning governance and 
internal controls of listed subsidiaries.

• In the light of the revised code, it presented best practices for 
the development and operation of succession plans for 
presidents and CEOs.

• It was amended to make it mandatory for companies to have 
directors, and to revise principles regarding directors' 
compensation etc.

• Sustainability was added to the “stewardship responsibilities”
section, and asset owner engagement was encouraged, in order
to enhance value over the mid- to long term.

• It presented best practices for the review of business portfolios, 
such as practical ideas for smoothly executing business carve-
outs.

• It presented best practices for the roles and mindsets of  
directors and their specific actions.

• It established the principles of the appointment of 1/3 of 
independent directors in the Prime market and sustainability 
disclosures. It also includes business portfolio reviews, etc.

July. 2022CGS Guidelines
re-revised

• Because entrepreneurship and animal spirits were demonstrated in sound 
ways for enhancing the “earning power” of Japanese companies, it 
presented best practices for both executive and monitoring functions.

History of corporate governance reforms (2/2)
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(Reference) The concept of “growth-oriented governance”
 The purpose of “growth-oriented governance” is primarily to stimulate 

healthy corporate entrepreneurship by promoting the timely and decisive 
decision-making of Japanese companies.  

7. It is important that companies operate themselves with the full recognition of 
responsibilities to a range of stakeholders, starting with fiduciary responsibility 
to shareholders who have entrusted the management. The Code seeks 
“growth-oriented governance” by promoting timely and decisive decision-
making based upon transparent and fair decision-making through the 
fulfillment of companiesʼ accountability in relation to responsibilities to 
shareholders and stakeholders. The Code does not place excessive emphasis 
on avoiding and limiting risk or the prevention of corporate scandals. Rather, its 
primary purpose is to stimulate healthy corporate entrepreneurship, 
support sustainable corporate growth and increase corporate value over 
the mid- to long-term.

The Preamble of “Japanʼs Corporate Governance Code [Final Proposal]”  Section. 7
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 Since the establishment of the Corporate Governance Code, more and more 
outside directors have steadily been appointed.

 The new Corporate Governance Code has a principle requiring companies 
listed on the Prime Market to appoint at least one-third of their directors 
as outside directors.

Ratio of listed companies appointing a majority
of outside directors

Ratio of listed companies appointing at least 
one-third of outside directors

Appointment of outside directors

(Source) Tokyo Stock Exchange (August 2022).
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Establishment of nominating committee
 Non-statutory nominating committees are actively utilized.
 In 2022, more than 80% of companies listed on the Prime Market of the TSE 

(Tokyo Stock Exchange) have established nominating committees (Statutory 
/ Non-statutory). 

(Note)    Targeting companies listed on the first section of the TSE (2017~2021), the Prime Market of TSE  (2022).
(Source) TSE (August 2022).

Ratio of Establishing Nominating Committees (First Section, Prime Market)

: Non-statutory: Statutory
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