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For	the	new	Medium-Term	Management	Plan,	we	have	set	“Operational	Excellence”	as	a	new	pillar	to	re-
place	“Financial	Strategy,”	which	was	a	management	theme	under	the	previous	Medium-Term	Manage-
ment	Plan.	With	the	aim	of	reinforcing	the	operation	bases	through	production	reforms	and	operational	
reforms	in	addition	to	financial	strategizing,	we	will	strive	to	improve	capital	efficiency	and	expand	our	
management	bases	by	pursuing	“Operational	Excellence,”	thereby	tackling	three	commitments	under	the	
new	Medium-Term	Management	Plan.

Improving capital efficiency to achieve ROE of 15%

We	have	set	the	achievement	of	ROE	of	15%	as	one	of	our	
commitments	under	the	new	Medium-Term	Management	
Plan.	It	is	our	intention	to	achieve	the	15%	goal	as	early	
as	possible	and	maintain	the	level	going	forward.	For	that	
purpose,	it	is	mandatory	for	us	to	further	improve	capital	
efficiency	through	effective	use	of	our	operating	assets	and	
disciplined	balance	sheet	management.	We	will	strive	to	
enhance	the	profit	margin	on	sales	and	total	assets	turn-
over	as	elements	comprising	ROE	while	considering	how	to	
utilize	the	financial	leverage	as	necessary.

In	terms	of	the	profit	margin	on	sales,	we	will	firstly	aim	
to	achieve	improvement	of	the	operating	income	ratio	as	
well	as	the	growth	of	net	sales.	While	our	business,	with	its	
focus	on	mechanical	components,	is	more	susceptible	to	
changes	in	the	market	environment	and	production	volume	
at	our	customers’	end,	a	certain	degree	of	improvement	
has	been	seen,	mainly	in	the	Transport	Solutions	segment,	
as	a	result	of	our	efforts	to	expand	the	MRO*	business	
continued	from	the	period	of	the	previous	Medium-Term	
Management	Plan,	which	has	contributed	to	mitigating	
the	impact	on	our	performance	due	to	environmental	
changes.	In	the	railroad	vehicle	equipment	business,	it	is	
anticipated	that	MRO	demand	for	high-speed	railway	and	
subway	trains	in	China	will	continue,	and	we	have	new-
ly	established	an	MRO	site	in	Thailand	targeting	railway	
operators	in	Southeast	Asia,	where	railroad	infrastructure	

is	expected	to	grow	in	the	future.	Meanwhile,	the	aircraft	
equipment	business	is	likely	to	benefit	from	an	increase	
in	MRO	demand	for	the	B777X	in	the	2020s,	in	addition	to	
MRO	demand	for	the	B737	MAX,	for	which	the	effect	of	
mass	production	will	contribute	to	our	performance	during	
the	period	of	the	current	Medium-Term	Management	Plan.	
We	will	endeavor	to	further	expand	the	MRO	business	by	
promoting	cross-divisional	efforts	in	other	segments	with	
MRO	elements.

While	the	impact	of	changes	in	production	and	sales	
volume	on	profitability	is	relatively	large	for	the	Component	
Solutions	segment,	we	will	also	seek	to	improve	its	profit-
ability.	In	the	precision	reduction	gear	business,	demand	
for	industrial	robots	and	automation	facilities	is	expected	
to	grow	from	a	medium-	to	long-term	perspective	on	the	
back	of	an	expansion	of	needs	for	labor	saving	and	automa-
tion.	It	is	our	policy	to	steadily	increase	production	capacity	
to	ensure	stable	supply,	thus	offsetting	an	increase	in	
depreciation	by	increased	profit	in	line	with	an	increase	in	
net	sales.	In	the	hydraulic	equipment	business,	the	effects	
of	structural	reforms	of	the	production	system	in	China	
implemented	during	FY2015	have	become	apparent.	We	
will	aim	to	expand	the	scope	of	value	creation	for	custom-
ers	by	promoting	the	modularization	and	systematization	of	
products.

It	is	essential	to	utilize	the	assets	of	each	business	
effectively	in	order	to	improve	total	assets	turnover.	In	
FY2017,	we	introduced	ROIC	(return	on	invested	capital)	as	
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an	internal	management	indicator	with	broader	awareness	
on	cost	of	capital	to	improve	profitability	and	raise	capital	
efficiency	across	the	Group.	By	adding	the	“ROIC	improve-
ment	ratio”	as	a	performance	evaluation	incentive	for	each	
business	segment	and	combining	it	with	other	indicators	
such	as	“sales	growth	ratio”	and	“operating	profit	improve-
ment	ratio,”	we	will	further	promote	the	effective	use	of	
our	operating	assets	based	on	growth	as	an	evaluation	
indicator	while	reflecting	our	investors’	perspectives	on	
business	operations.

In	the	administrative	departments,	we	will	allocate	cap-
ital	generated	from	the	business	departments	to	growth	
investment	and	engage	in	financial	management	including	
control	of	the	balance	of	cash	on	hand,	adequate	liability	
management,	and	stable	and	flexible	shareholder	returns.
*MRO:	Maintenance,	Repair,	Overhaul

Promoting ROIC improvement in 
manufacturing bases

As	a	measure	to	improve	ROIC,	we	will	use	the	“ROIC	
tree”	and	expand	the	effective	utilization	of	management	
resources	at	each	business	site.	For	instance,	while	the	
improvement	of	operating	assets	turnover,	one	of	the	key	
elements	of	ROIC	improvement,	can	be	divided	into	themes	
such	as	improvement	of	fixed	assets	turnover,	inventory	
turnover,	etc.,	individual	themes	are	closely	related	to	the	

improvement	of	the	operating	efficiency	of	each	business.	
By	using	the	ROIC	tree,	we	will	share	the	understanding	
with	our	employees	that	accumulated	on-site	efforts	are	
directly	connected	with	the	generation	of	cash,	thereby	
instilling	awareness	on	cash	generation.

We	are	currently	pushing	forward	cross-divisional	
activities	toward	fostering	“manufacturing	innovation”	
including	the	enhancement	of	our	production	capability,	
procurement	ability	and	production	management	ability.	
These	activities	constitute	the	practical	implementation	
of	improvements	described	in	the	ROIC	tree	at	manufac-
turing	bases.	We	will	seek	to	realize	ROIC	improvement	
while	pursuing	the	reinforcement	of	our	competitiveness	in	
terms	of	manufacturing	capabilities.

Promoting financial management to realize 
growth investment and shareholder returns

In	the	new	Medium-Term	Management	Plan,	we	have	made	
a	commitment	to	achieving	a	consolidated	payout	ratio	at	
35%	or	over	in	terms	of	shareholder	returns.	With	the	aim	
of	maintaining	a	sound	balance	sheet	and	continuously	
increasing	cash	dividends	in	accordance	with	profit	growth,	
the	cash	dividend	for	the	fiscal	year	ending	December	31,	
2017	is	expected	to	be	56	yen	per	share,	an	increase	of	6	
yen	from	the	previous	fiscal	year,	in	accordance	with	the	
initial	plan.	The	Company	recognized	2.8	billion	yen	of	eq-
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uity	in	earnings	of	affiliates	in	the	first	three	months	of	the	
fiscal	year	ending	December	31,	2017	due	to	gain	on	step	
acquisitions	of	an	equity-method	affiliate.	For	this	reason,	
the	Company	upwardly	revised	profit	forecasts	for	“income	
before	tax”	and	other	items	as	of	April	28,	2017.	While	
the	Company	has	not	changed	the	forecasted	amount	of	
cash	dividends	from	its	initial	plan	as	the	aforementioned	
increase	in	equity	in	earnings	of	affiliates	is	valuation	gain	
without	cash	flow,	the	payout	ratio	is	expected	to	be	main-
tained	at	35%	in	real	terms.

The	Company	has	generated	stable	cash	flows,	utiliz-
ing	them	for	growth	investment	and	shareholder	returns.	
Looking	at	the	balance	sheet	as	of	December	31,	2016,	it	
is	possible	to	lower	the	equity	ratio	to	45%	on	the	precon-
dition	that	we	continue	to	receive	a	credit	rating	of	A.	It	is	
estimated	that	we	can	potentially	procure	debt	of	about	75	
billion	yen	in	theory.	As	just	described,	our	strong	balance	
sheet	and	ability	to	generate	stable	cash	flows	serve	as	
a	cornerstone	of	our	financial	capital,	which	underpins	
growth	investment	and	shareholder	returns.

During	the	fiscal	year	ended	December	31,	2015,	we	
repurchased	treasury	stock	amounting	to	about	10.0	billion	
yen	as	part	of	measures	to	return	profits	to	shareholders	
and	subsequently	cancelled	all	of	the	acquired	shares.	It	
is	also	apparent	that	we	have	gradually	increased	cash	
dividends	in	line	with	profit	growth.	We	will	continue	to	
pursue	the	improvement	of	capital	efficiency	by	promoting	
financial	management	to	realize	aggressive	growth	invest-
ment	and	stable	and	flexible	shareholder	returns	toward	
achieving	sustainable	profit	growth	in	the	future.

Focus on solving ESG issues for achieving 
sustainable value creation

The	2030	Agenda	for	Sustainable	Development	was	adopt-

ed	by	the	United	Nations	in	2015,	and	the	Paris	Agreement,	
an	international	treaty	on	global	warming	countermea-
sures,	came	into	effect	in	2016.	Under	such	circumstances,	
the	scope	of	expectations	of	stakeholders	for	corporate	
social	responsibilities	is	expanding	with	increased	sophis-
tication.	Our	commitment	to	“Focus	on	solving	ESG	issues”	
clearly	represents	our	management’s	determination	for	
achieving	sustainable	value	creation	by	promoting	CSR-ori-
ented	management	and	thus	continuing	to	meet	such	
expectations.

We	provide	our	customers	with	products	and	services	
that	support	daily	life	and	social	infrastructure	in	the	
B-to-B	domain.	Our	customers	in	each	business	segment	
also	fulfill	their	social	responsibilities	at	a	high	level.	We	
believe	that	contributing	to	solving	various	social	issues	
related	to	ESG	through	our	businesses	will	lead	to	the	
accumulation	of	trust	with	our	stakeholders,	including	
customers.

Promoting systematic efforts to tackle ESG 
issues

In	FY2016,	we	launched	the	CSR	Committee	as	an	organi-
zation	that	supervises	all	CSR	activities	and	reports	direct-
ly	to	the	CEO	in	an	effort	to	further	strengthen	our	CSR	
promotion	framework.	The	committee	oversees	overall	
CSR	activities	by	reporting	directly	to	the	CEO	and	provides	
advice	and	suggestions	to	the	Board	of	Directors	through	
the	formulation,	review,	etc.	of	policies	related	to	CSR	ac-
tivities.	The	chairman	and	members	of	the	committee	are	
selected	from	among	officers	and	appointed	by	the	CEO.	I	
currently	serve	as	chairman	of	the	committee.

The	committee	firstly	reexamined	the	material	CSR	
issues	(materiality)	and	formulated	the	CSR	Basic	Policy	
in	FY2016	to	summarize	the	selected	material	issues	as	
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*		Nabtesco	has	changed	the	accounting	closing	date	of	fiscal	year	from	March	31	to	December	31	since	FY2015.	In	this	report,	the	results	for	FY2015	is	calculated	on	a	basis	of		
9	months	for	Nabtesco	Corporation	and	the	other	consolidated	subsidiaries	in	Japan,	and	12	months	for	the	overseas	consolidated	subsidiaries.
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well	as	to	ensure	management	transparency	and	provide	
safety,	comfort	and	a	sense	of	security.	Through	the	reex-
amination	process,	we	indicated	the	relevance	between	the	
17	Sustainable	Development	Goals	(SDGs)	set	out	by	the	
United	Nations	and	the	material	CSR	issues.	We	will	con-
tinue	to	contribute	to	achieving	SDGs	through	the	system-
atic	promotion	of	individual	activities	while	allocating	our	
resources	to	a	broad	range	of	ESG	issues	in	an	efficient	
and	effective	manner.

Major initiative to tackle materiality

With	regards	to	the	“E”	(environment)	in	ESG,	we	are	
focused	on	countermeasures	against	climate	change	and	
have	set	long-term	targets	for	reducing	CO2	emissions.	
We	aim	to	reduce	CO2	emissions	per	unit	of	sales	by	30%	
in	FY2030	and	by	80%	in	FY2050	compared	to	the	level	in	
FY2015.

To	achieve	the	targets,	we	will	promote	multiple	initia-
tives	including	investment.	In	FY2017,	we	will	incorporate	
the	environment	contribution	achievement	ratio	into	the	
performance	evaluation	of	business	departments	in	order	
to	achieve	sustainable	enhancement	of	environmental	
management.	Moreover,	we	will	strive	to	improve	produc-
tion	efficiency	and	environmental	performance	by	approv-
ing	the	construction	of	new	plants	on	the	precondition	that	
energy	consumption	at	each	new	plant	is	reduced	by	50%	
compared	to	our	conventional	production	facilities	and	
making	investment	in	existing	plants	for	the	modernization	
of	outdated	equipment	and	buildings.

As	for	“S”	(society),	we	are	currently	accelerating	our	
initiatives	on	themes	around	human	resources.	One	of	such	
themes	is	an	initiative	related	to	human	rights.	Since	sign-
ing	the	United	Nations	Global	Compact	in	FY2014,	Nabtesco	
has	been	comprehensively	fostering	a	corporate	culture	

that	is	respectful	of	human	rights.	Aligning	with	the	glo-
balization	of	our	businesses	and	supply	chains,	however,	
we	recognized	the	need	to	address	various	issues	related	
to	business	and	human	rights	more	systematically	and,	in	
FY2017,	established	the	Human	Rights	Promotion	Special	
Committee	as	a	subcommittee	of	the	CSR	Committee.	This	
committee	serves	as	a	key	body	in	promoting	our	initiatives	
such	as	the	formulation	of	human	rights	policy	and	human	
rights	due	diligence.

Another	theme	is	work	style	reform.	In	order	to	enhance	
productivity	while	maintaining	the	long-term	motivation	
of	employees	by	developing	a	more	pleasant	work	envi-
ronment,	we	are	accelerating	our	discussions	on	specific	
measures	at	the	Work-Life	Balance	Committee,	which	is	
staffed	by	representatives	of	both	labor	and	management.

In	terms	of	“G”	(governance),	we	promote	risk	manage-
ment	and	compliance	behavior	in	line	with	the	globalization	
of	our	businesses.	The	Compliance	Committee	and	the	
Risk	Management	Committee	established	in	FY2016	plays	a	
key	role	in	enhancing	our	initiatives	across	the	Group.

In	addition,	we	will	make	continuous	efforts	to	further	
develop	the	governance	system	to	enhance	corporate	val-
ue.	In	March	2017,	we	increased	the	number	of	members	
of	the	Nomination	Committee	from	three	to	five.	We	will	
continue	to	leverage	versatile	perspectives	for	the	selec-
tion	of	directors	while	enhancing	personnel	development	
programs	for	the	next	generation	of	management	candi-
dates.

We	will	thus	realize	sustainable	growth	by	pursuing	
“Operational	Excellence”	through	in-house	innovations	
based	on	a	wide	range	of	financial	and	non-financial	initia-
tives	as	well	as	external	engagement	through	“Technology	
Innovation”	and	“Market	Creation.”

Advisory Committees for Board of Directors and Committees Directly Reporting to the CEO

Board of Directors

Chairman

CEO (President)

Nomination Committee* CSR Committee

Quality & PL (Product Liability) 
Committee

Environment, Safety and Health 
Committee

Risk Management Committee

Remuneration Committee

Compliance Committee

(Advisory	Committees	for		
Board	of	Directors)	

(Committees	directly		
reporting	to	CEO)

	Committees	newly	established	in	FY2016
*	Committee	members	increased	from	3	to	5	in	FY2017
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