
Fiscal 2016 Results

Earnings achieved good progress due in part to the 
growth of performance products. As structural reforms 
have run its course, we have now reached the starting 
line of establishing a highly profitable earnings structure.

In the fiscal year ended March 2017, the appreciation 

of the yen had an impact on the MCHC Group’s overall 

results. Nevertheless, in the Performance Products domain, 

profit increased due to strong sales of high-performance 

films for displays and battery materials. In the Industrial 

Materials domain also, in spite of the expansion of periodical 

turnaround, profit increased due in part to a favorable trend 

in the market condition of methyl methacrylate (MMA). 

In the Health Care domain, although sales volume in the 

pharmaceutical business rose, profit declined, mainly due to 

the impact of NHI drug price revision and a decrease in lump-

sum revenue recorded in the previous fiscal year.

 In addition to the above, MCHC implemented measures 

to review unprofitable businesses such as transferring and 

withdrawing from the terephthalic acid business (India and 

China), and to promote integration within the MCHC Group 

by turning The Nippon Synthetic Chemical Industry Co., Ltd. 

and Nippon Kasei Chemical Co., Ltd. into wholly-owned 

subsidiaries. The Group also carried out measures for structural 

reforms such as the acquisition of an industrial gas business in 

the U.S. and for strengthening profitability. As a result of these 

measures, core operating income reached an all-time high of 

¥307.5 billion, an increase of 2.4% from the previous fiscal year. 

In addition, net profit attributable to owners of the parent was 

¥156.3 billion, an increase of 204.3% from the previous fiscal 

year. This mainly reflected the absence of impairment losses 

related to the terephthalic acid business that were recorded in 

the previous fiscal year, and lower taxes associated with the 

recording of deferred tax assets related to the transfer of the 

same business. Return on equity (ROE) was approximately 15%.

 In fiscal 2016, now that the transfer of the terephthalic 

acid business (India and China) is completed, the structural 

reforms of unprofitable businesses based on the previous 

medium-term management plan reached a conclusion. We 

With the limited economic 

development in this low growth 

era, we need to grow based 

on our own efforts. We will 

steadfastly strive to achieve the 

medium-term management plan 

in order to establish a highly 

profitable financial position.

Progress of Medium-term Management Plan

APTSIS 20

Results of Fiscal 2016 and Forecasts 

FY 2015 FY 2016 FY 2017
(Forecast)

FY 2020
 (Final Year of medium-term management plan)

Revenue ¥3.5 trillion ¥3.4 trillion ¥3.65 trillion ¥4.5 trillion

Core operating income ¥300.4 billion ¥307.5 billion ¥310.0 billion ¥380.0 billion

Net profit attributable to owners of the parent ¥51.4 billion ¥156.3 billion ¥137.0 billion ¥180.0 billion

ROE 5.2% 15.1% 12.0% 12.0%(10% or higher) 

Hitoshi Ochi
Representative Corporate Executive Officer,
President and CEO

believe that we have now achieved a transformation to a 

corporate structure that will enable us to aim for high growth 

and high profit going forward.

 Furthermore, based on the viewpoint of improving 

sustainability (MOS: Management of Sustainability) for the 

purpose of sustainable growth, we have created indices to 

monitor reductions in CO2, resource saving and energy saving 

through corporate activities, and we are implementing the 

initiative of quantitatively evaluating progress in these areas. 

In fiscal 2016, we enhanced these activities, for example 

in the process of selecting MOS index items, we closely 

coordinated with the APTSIS 20, and reflected the materiality 

assessment in the selection. (See Page 63 for details.)

Fiscal 2017 Earnings Forecasts

We forecast profit growth. Thanks to structural reforms, 

we have shifted to a corporate structure that will be 

resilient to fluctuations in market conditions. We expect 

performance products, especially high-performance 

films, to display a strong upward trend, and we will also 

put a highly profitable MMA plant into operation in Saudi 

Arabia in the middle of the year.

Looking at MCHC’s business environment for fiscal 2017, while 

both the Japanese economy and the world economy are likely 

to continue to record a moderate recovery, there are concerns 

regarding the rise of protectionism and geopolitical risk.

 We expect that foreign exchange rates and crude oil 

prices will shift to comparative stability if the above risks are 

not to be realized and that the impact of market changes 

will remain small compared to the past as a result of the 

implemented structural reforms. In this environment, we 

believe that Performance Products domain will achieve higher 

profit than in the previous fiscal year, as demand is firm  for 

automobile products, flat panel displays, food packaging 

materials and battery materials. In the Health Care domain, 

we are forecasting a slight decline in profit due to an increase 

in R&D and other expenses, but in the Industrial Materials 

domain, we expect profit to increase due in part to the 

earnings contribution resulting from the start-up of our highly 

competitive MMA plant. As a result, we are projecting core 

operating income of ¥310.0 billion and net profit attributable 

to owners of the parent of ¥137.0 billion.
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Current and Future Measures under Medium-term Management Plan:

“Pursue Growth and Continuous Reforms”

The new MCC will focus its marketing activities on five markets, and accelerate growth through orchestration among the 10 business 
divisions. It will fully utilize management resources (human resources, technology, information, etc.), increase management efficiency 

and, through higher productivity, stronger competitiveness, it will generate a total of ¥50.0 billion in synergy effects by fiscal 2020.

As a result of the withdrawal from unprofitable businesses and growth in performance products, earnings are 
increasing steadily. However, as the Japanese economy and the world economy are unlikely to record substantial 
growth, the MCHC Group will continue the following measures in the current fiscal year in order to achieve growth with 
our own efforts and solidify our business structure to generate high earnings and to steadfastly achieve the medium-
term management plan.

Evolution of the management system and 
thorough execution of portfolio management

From fiscal 2017, the Management Committee, which was 

an advisory body to the President, will be changed to the 

Corporate Executive Officers Committee, which will be a 

decision-making body where corporate executive officers will 

make decisions. Thus, it will lead to more decisive and swifter 

business execution. Furthermore, we will clarify the respective 

roles of the MCHC and operating companies. The MCHC will 

formulate fundamental medium- and long-term strategies, 

while each operating company will devise and execute short- 

and medium-term strategies based on these fundamental 

strategies. We will also step up our reform of the business 

portfolio, and as part of this we will establish management 

targets such as ROE and ROIC for each business domain.

The birth of Mitsubishi Chemical: “Creating a 
framework for growth based on our own efforts”

In April 2017, three chemical-related companies under the 

control of MCHC — Mitsubishi Chemical, Mitsubishi Plastics 

and Mitsubishi Rayon — merged to form Mitsubishi Chemical 

Corporation (MCC). Amid the unlikelihood of substantial 

growth in the world economy, we need to promote growth 

strategies based on our own efforts. Mainly in Europe and 

the U.S., customers’ needs for products have become 

more sophisticated. Therefore, the merger of these three 

companies allows us to combine their technological bases, 

sales channels and human resources, and I am convinced 

that we will be able to more immediately provide the market 

with solutions using excellent materials.

 Three former companies were comprised a total of 

nearly 60 SBUs (Strategic Business Units), but we have 

concentrated them into fewer than half the number of 

units and reorganized them into 10 business divisions. We 

identified five markets that we expect to grow going forward, 

united SBUs targeting the same markets to form one division 

if possible, and thereby developed an integrated organization 

to strive together. (See the diagram below)

 Owing to the divisional reorganization based on market 

category, we will be able to farsightedly view the industry 

from the perspective of “towards what direction final products 

for customers should evolve, and how needs for materials 

and ingredients will change following that direction.” At the 

same time, it will be easier to draw up strategy for R&D, and 

our ability to respond to technological progress in the market 

will also be enhanced. We intend to achieve the target of ¥50 

billion as business integration synergies by 2020 through 

such initiatives at the earliest possible stage.

 In the Performance Products domain especially, we intend 

to thoroughly strengthen products that are highly competitive 

due to their technological prowess such as materials and 

ingredients with high flexibility in processing and excellent 

functionality. Strategic priority areas will be materials that 

lighten the weight of automobiles such as carbon fiber and 

composite materials and performance polymers, electronics 

and display materials, high-performance films, battery 

materials, water treatment systems, and medical-related 

materials mainly used for artificial joints. The Performance 

Products domain already generates nearly 50% of MCC’s 

overall operating income, but we aim for further growth of this 

domain in the future.

Acceleration of operating companies’ strategies

Mitsubishi Tanabe Pharma Corporation (MTPC) plans to 

establish its business base in the U.S. Life Science Institute, 

Inc.(LSII) aims to establish a health and medical ICT business 

and accelerate R&D in regenerative medicine (Muse cells). 

Taiyo Nippon Sanso Corporation aims to expand its industrial 

gases business in the U.S. and Asia and broaden its new 

product lineup. In the ethical pharmaceuticals business 

particularly, we see overseas expansion as a really urgent 

challenge in light of the severity of the business environment 

in Japan and rapid changes in the market.

 In May 2017, MTPC obtained approval for Radicava, a 

treatment for amyotrophic lateral sclerosis (ALS) in the U.S. 

We plan to expand our presence in the U.S. market with 

a basis of Radicava’s sales. In July 2017, MTPC reached 

an agreement with NeuroDerm Ltd., which has leading 

development capability for Parkinson’s disease medications, 

where MTPC initiates the procedure of acquiring NeuroDerm 

as a wholly owned subsidiary.

Challenge to make use of IoT, AI and big data

In April 2017, we newly established the “Emerging Technology 

and Business Development Office” at MCHC. It will make use 

of Internet of Things (IoT), artificial intelligence (AI) and big 

data, and be responsible for creating new businesses while 

combining them with our own technologies. It aims to create 

new business models with free ideas from the angle of data 

science. It will also target different markets in addition to the 

mere extension of current businesses such as system control 

for factories, and make proposals to operating companies. 

Therefore, as the internal personnel in the Company with 

conventional ideas are unable to go beyond existing ideas, 

we will appoint specialists from outside the Company and 

create new businesses as the world around us changes 

dramatically in the future.

Health management initiatives

We regard the revitalization of individual employees just 

as important as business strategy. By building a system in 

which all duties are reviewed and employees can concentrate 

on what is truly necessary, we are aiming to increase our 

employees’ sense of fulfillment and sense of satisfaction 

through efficient ways of working. We believe this will enhance 

the physical and mental health of every employee. Enhancing 

the health of individuals and the organization represents two 

sides of the same coin in terms of improving the efficiency, 

productivity and creativity of work. Based on the cooperative 

relationship between management, the manager of each 

workplace and employees, we aim to produce results in about 

three years. (See Page 69 for details.)

Security, Safety and Compliance

Whatever kind of corporate management is conducted, the 

fact that thorough security, safety and compliance are the 

foundation of all corporate activities of the Group remains 

unchanged. No matter how many facilities and systems for 

security, safety and compliance are put in place, they will 

not be sufficient without the human resources and time to 

use them effectively. Therefore, it is essential to establish a 

framework that enables management and every employee 

to identify problems, and draw up and implement response 

measures. With this aim, we plan to conduct comprehensive 

reviews this fiscal year by returning to the starting point and 

evaluating whether desirable actions and work have been 

thoroughly established at all work places.

View regarding Shareholder Returns

In regard to shareholder returns, we are aiming for a dividend 

payout ratio of 30% as a medium-term level, by maintaining 

an appropriate balance with investment in growth businesses 

and the reinforcement of the financial structure. In addition, 

we will consider stable dividends for the implementation. 

This policy has not been changed since we introduced 

International Financial Reporting Standards (IFRS) in fiscal 

2016. For fiscal 2016, we made payments for the annual 

dividend of ¥20 per share. For fiscal 2017, we plan to pay an 

interim dividend of ¥12 per share and a year-end dividend of 

¥12 per share, which equates to ¥24 for the full year.

Growth Drivers

Promoting orchestration and integration by 
strengthening market access

 (Cross-sectional approach and consolidation of 
organization)

Combination, integration, providing solutions

Enhancing overseas development

M&A, alliance

R&D, innovation

Intensifying competitiveness by improving 
productivity and efficiency

Focus markets/businesses Major Business Domains

1 Automobiles, Aircraft (Mobility) Lightweight composites
Environment-friendly materials

Advanced polymers
High-performance chemicals

Advanced moldings & composites 

2 Packaging, Labels, Films Food packaging films
Industrial films

Advanced polymers
High-performance films

3 IT, Electronics, Displays
(incl. 3D printers, robotics)

Flat panel display materials
Semiconductor-related materials

Information, electronics & display
Advanced moldings & composites

4 Environment, Energy Battery materials
Water treatment systems and devices

Environment & living solutions
New energy

5 Medical, Food, Bio Products
Food ingredients
Pharmaceutical materials
Medical-related products

Advanced polymers
High-performance films

Advanced moldings & composites 
High-performance chemicals

Environment & living solutions

Fundamental Materials
Petrochemicals

Carbon
MMA
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Market Business Units (MBUs) into 10 in MCC. Will you explain 

your core ideas on how you delegate authority to these 

business divisions, as well as the management structure within 

the business divisions including the decision making process, 

and integration of common functions?

Ochi: Since the target market and business category are unified 

in the newly organized business divisions and these business 

divisions involve with the businesses of the MCHC Group 

companies, it is now possible to assemble information which 

used to be scattered throughout the three operating companies 

and MCHC Group companies. This facilitates deeper and 

broader discussions on technologies, business direction 

and investment judgment and therefore prompt decisions. 

In addition, as business divisions are business-focused 

organizations, it is relatively easy to delegate authority. This also 

engenders a sense of speed in the course of management. 

In the meantime, common functional departments, such 

as general affairs and accounting, have been consolidated 

for rationalization from separate departments in each of the 

three companies. For example, in the area of human resource 

management, we can now deliberate on the development of 

42,000 employees within a framework of a single organization. 

In this regard, the Executive Management Meetings can discuss 

issues from even higher, broader perspectives than in the 

previous separate three companies, and do so from a more of a 

medium- and long-term viewpoint. 

2. Group management strategies, governance 
structure, etc. 

Horii: What kind of changes are you expecting to occur at MCHC? 

I understand that MCHC aims at transition to the “resolute, speedy 

management” through replacing the Management Committee 

by the Corporate Executive Officers Committee. 

Ochi: Previously, it appeared that the holding company 

supervised operating companies, but now, going forward, we 

clarify that it is a MCHC’s responsibility to formulate medium- and 

long-term strategies and based on these strategies, operating 

companies plan their short- and medium-term strategies. We 

will make sure that the strategies made by both sides interact 

properly. As the whole Group has established a stable base with 

each of our businesses having expanded corporate scale, we 

are now entering a growth phase. We should have a structure 

in which MCHC clarifies the future directions so that operating 

companies can take drastic actions with a sense of speed. 

Horii: I see. I would like you to explain financial synergies. Your 

target is ¥50 billion as synergy effects from the integration of 

chemical-related companies. In general, integration has the 

image of slimming down or cost cuts. However, what you said 

seems to suggest that you aim to generate synergies from 

topline growth and prompt development of business projects. 

Ochi: That is basically correct. Newly-established business 

divisions have the big mission of developing a new technology 

market through “orchestration,” in addition to pursuing organic 

growth of existing businesses.  Given our expectation for this, out 

of potential synergies of ¥50 billion, ¥35 billion is estimated to be 

generated from growth and ¥15 billion, from rationalization. 

Horii: You have identified benchmarks for portfolio 

management. I believe that any business goes through some 

stages: incubation, success, growth, maturity and decline. 

These stages can be applied to the markets or technologies. 

How are you reflecting such business stages in the portfolio 

management by each business unit? 

Ochi: We have reorganized the entire MCHC Group from 

approximately 60 SBUs into 30, and then to 13 business 

units. In the past, we have fallen into a vicious cycle wherein 

1. Integration of three chemical companies 
(establishment of MCC) 

Horii: Restructuring of unprofitable business, which was one 

of the main issues of the previous medium-term management 

plan, was finally concluded, by withdrawal from the terephthalic 

acid business. As an investor, I highly regard the restructurings 

that you have executed after Mitsubishi Chemical Holdings 

Corporation (MCHC) was established, which not only 

includes exiting from unprofitable businesses but incorporates 

acquisition of stable businesses such as pharmaceuticals and 

industrial gases. By merging three chemical-related companies 

to create MCC in April 2017, you have now finally established 

a structure to aim at high growth and high profits. In my view, 

business integration could generally bring negative effects 

due to differences in corporate culture/climate but could also 

generate positive effects as blending of different cultures could 

create diversity. As a member of the management team, how 

do you plan to control positive and negative effects, which may 

occur at the workplaces? 

Ochi: As a basic premise, society is changing rapidly. Science 

and technology are advancing at amazing speeds, to meet 

the requirements of solving problems such as represented by 

climate change, energy issues, and rising demand for medical 

care and fiscal issues caused by an aging population. It means 

that we may miss the opportunity to keep up with trends if we 

just continue to follow conventional growth trends. We therefore 

need new ways of looking at things and a different kind of 

motivation. This is precisely what we have aimed at through 

the integration of the three companies. In an independently 

structured entity, they tend to only look at their own products 

and areas of expertise. However, if people with different 

technological capabilities and expertise get together, they will 

necessarily look at products from various aspects and take 

perspective toward the next generation. The three-company 

integration has therefore aimed at transforming a homogeneous 

organization into an organization which consists of diverse 

human resources, or in other words to create an entity of 

multiple talents. 

Horii: I remember the phrase “bring together the wisdom 

of people.” So you attempted to generate positive effects 

to encourage a challenging spirit and motivation among 

employees by breaking down the corporate boundaries. 

 By the way, you have consolidated 56 SBUs into 26 and 

Bringing together wisdom of people and
moving into new growth stage 

Integration of three chemical-
related companies, to form 
organization of people with 
different technological capabilities 
and expertise

Mr. Hiroyuki Horii
Chief Stewardship Officer and 
Head of Stewardship Development Department, 
Sumitomo Mitsui Trust Bank 

Hitoshi Ochi
Representative Corporate

Executive Officer,
President and CEO
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businesses in smaller units were forced to slim down in order 

to achieve their respective performance target which is to be 

evaluated in each business, and ended up by not growing. By 

reorganizing these units as business units, each business units 

can think about how they can grow from a perspective of new 

technologies and new markets. Eyeing the potential over the 

next five or ten years, business units can develop mapping for 

each business stage. 

3. Growth strategy and investment 

Horii: A company can raise ROE in the short term if it sacrifices 

future expenditures. However, this is not what medium- and 

long-term investors want. The same is true for shareholder 

returns. I want the company to invest for the future as well. 

Ochi: Yes, we have been transitioning to the concept of ROIC 

from the conventional methods with the aim to improve capital 

efficiency. The UP!20 activities for higher productivity, which will be 

introduced to MCC (see page 25 for details), specifies the ROIC 

reverse tree formula, sets the targets, and pursues its optimal figure 

for each SBU. We consider that this will allow us to lay out a 

scheme for more proactive uses of money for future development. 

Horii: I believe that investment is indispensable for raising 

corporate value and that the main investment target should be 

facilities and equipment for the medium term, R&D for the long 

term, and human resources development for the ultra-long 

term. Let me now move on to R&D investment. What do you 

think are the best measures to produce efficient R&D outcome?

Ochi: R&D themes should be thoroughly decided by the 

management and are currently being discussed between the 

management and the heads of business divisions. From this 

year, however, we are changing the approach to managing 

R&D activities through what we call the Stage Gate Meeting 

and management by use of the MOT Indices (one of the three 

management axes of KAITEKI Management which aims to 

create innovation). While the Stage Gate Meeting checks R&D 

steps of each theme and manages the progresses, what is 

important is not management but achievement. The Group-

wide achievement is monitored by using MOT Indices, such 

as the number of new themes or projects in progress, rate of 

development into market application, speed and expenses. 

Horii: I have been observing your business for many years and 

I am impressed with your outstanding technological strength 

but at the same time, I feel you are facing a challenge on how 

to apply your technology to actual businesses. Is it fine if I 

assume that, by becoming an organization to “bring together 

the wisdom of people” in the form of MCC, it has become easier 

to apply technology to businesses? 

Ochi: First of all, I admit that it was a problem to find business 

from the seeds. We are now shifting into a market-oriented or 

solution-oriented approach. For example, the business division 

that has consolidated teams engaged in automotive related 

business now accumulate more information on the automobile 

market and they have begun discussing the outlook for car 

business in 2025. A medium-term management plan usually 

covers the upcoming five years at most, but that is not enough 

anymore. We can come up with new themes for R&D by the 

long term forecast on five focus markets . 

Horii: Next, let us talk in a longer term perspective. I would like 

to ask about the investment of human resources development. 

What are your thoughts on nurturing employees for future 

management roles? 

Ochi: Specialists in management tend to be highlighted, but for 

a manufacturer, specialists in R&D, manufacturing technology, 

facility management and other areas are just as important. 

During the high growth period when many people entered the 

company, experienced various positions and grew, becoming 

a generalist used to be one of the popular career paths. At 

present, we need a system to deliberately foster specialists and 

to motivate them, including personnel we bring in from outside 

to pursue their career. This may mean changing the existing 

personnel system. In addition to expertise, we should take into 

consideration of nationalities and gender. 

Horii: Overseas development is another subject of interest. 

Recently, there have been cases of problems that arose 

from the acquisition of an overseas company by a Japanese 

company. As an investor, I am concerned over the management 

of overseas subsidiaries. Will you share your thoughts, including 

lessons learned from the past? 

Ochi: As a bitter experience of about 20 years ago, we had 

a situation where we could not see what was going on at 

some overseas businesses. This was because we delegated 

responsibility to a regional headquarter (RHQ) in a halfway 

manner. Since then, we made the business department directly 

responsible for its overseas business without relying on the 

RHQ. However, there is still a drawback of not being able to 

pay attention to the details. We are therefore considering a new 

structure in which a major RHQ member monitors an overseas 

group company as an outside director. Going forward, RHQs 

will be responsible for marketing, personnel management, 

environment and safety, and other common functions, while 

business divisions will focus on businesses. Under such a 

system, information sharing is inevitable. This is why a RHQ is 

also now required to participate in the Executive Management 

Meeting in addition to the head of business divisions and 

the head of the shared function division. I am expecting that 

this structure will allow more useful information to reach the 

management with faster speed.

Shift to market-oriented from seeds-oriented development to stimulate 
discussion for future 

4. IoT, AI and health management

Horii: The current medium-term management plan mentions 

the use of the IoT and AI. What specific measures do you have 

in mind? 

Ochi: We have just established the Emerging Technology and 

Business Development Office and appointed Chief Innovation 

Officer (CIO), Chief Digital Officer (CDO), and Chief Marketing 

Officer (CMO). Given the rapid progress of the Internet and 

data technology, there is a need to switch from the conventional 

logic-driven mindset to a data-based mindset and ideas in the 

discussions on products and businesses. 

 Let me give you an example of plant automation. About 25 

years ago, there was a dynamic change in plant control method 

from simple control to multivariable and complex control. 

Since then, this has logically become so complex that it could 

not advance any further. In the meanwhile, the Internet and 

data technology have achieved rapid growth. Pursuing the 

conventional logic will not make further progress. Instead, we 

are now required to shift to an inductive approach of improving 

technology by analyzing data results. The IoT and the AI will 

promote further rationalization and energy conservation. I 

am also convinced that chemical synthesis reactions and 

effectiveness of catalysts will move up to a higher level in five to 

ten years from now. 

Horii: Concerning health management, you aim to achieve 

results in about three years. What kind of benchmark or 

indicator are you thinking to use to ensure a good outcome? 

Ochi: In deciding on an indicator of health management, 

we need to make a comprehensive assessment of not only 

health data, but also work performance, work satisfaction 

and other factors. Low productivity of Japanese companies 

is viewed as a problem but what I find more important is to 

produce creative work, rather than to merely raise the speed 

of work. When each of us becomes more creative, the 

organization should get stronger.

Horii: I can see that you truly aim for such corporate culture 

with the KAITEKI management. I think the concept of KAITEKI 

management is quite close to that of Environmental, Social 

and Governance (ESG). In order to prolong contribution to 

sustainable society, the company should find a favorable 

approach for its own sake. Win-win relationships that are good 

for both society and your company are what you should aim at. 

I believe that KAITEKI management enables you to achieve that.

 

Ochi: Our KAITEKI management seeks “a comfortable 

condition for people, society and the Earth.” I believe this is an 

important concept for achieving sustainable growth. 
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Kenkichi Kosakai
Representative Corporate Executive Officer, 

Deputy CEO, Chief Financial Officer

Over the medium-to long-term, we would like to expand 

our corporate value in a sustainable fashion and meet our 

commitments to shareholders and all stakeholders.

 In APTSIS 15 (fiscal 2011 to 2015), our previous medium-term 

management plan, we managed to develop the foundations 

for sustained growth by expanding the business scale 

through M&A activities and by conducting structural reforms 

in businesses with fluctuating revenue. Under APTSIS 20, our 

medium-term management plan that runs from fiscal 2016 

to 2020, we are focusing on growth and profitability in the 

Performance Products domain and Health Care domain, and 

we are in a stage of transition to an even higher corporate 

value. Our main goals are ROE of 10% or higher, core operating 

income of ¥380 billion and net profit of ¥180 billion. We are 

seeking to expand our corporate value based on a stable and 

robust financial base even after fiscal 2020, which is the final 

year of the current medium-term management plan.

 In APTSIS 20, we clarified the role of MCHC. Specifically, MCHC 

determines business strategy, devises and manages medium-to 

long-term management plans, and allocates resources based on 

them. For portfolio management, by incorporating ROIC Indices in 

each business domain in addition to growth potential and the core 

operating margin on revenue (return on sales, or ROS), we aim 

Q1 Please tell us about the aims and pillars of the financial strategy in the medium-term management plan APTSIS 20.

Q2 Please explain the progress of APTSIS 20.

to strengthen our portfolio while improving profitability (MOE*1) 

through the appropriate allocation of resources.

 Not only by investing in and developing the Performance 

Products and Health Care domains, both of which contribute 

high growth and profitability, but by demonstrating business 

synergy thanks to the integration of the three companies (MCC, 

MPI and MRC) and improving operational efficiency through 

workstyle reforms, we will raise profitability and meet the goals 

laid out in APTSIS 20. We will also make use of the cash earned 

from operations in a well-balanced manner, allocating it in 

investing in sustainable growth for the future, improving the 

financial base, and offering appropriate and stable shareholder 

return. For the investment strategy in APTSIS 20, some ¥1.7 

trillion for capital expenditures (including ¥500 billion investment 

in maintaining and updating equipment) and for investment in 

growth through M&A is planned.

Specific financial targets aimed at bolstering our financial 

position are as follows.

A

A

Establishing a stable and robust financial base

Steadily improving KPIs

Toward strengthening “return control” 
in addition to “risk control”

Change in Consolidated Performance
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Results of fiscal 2016

For core operating income*2, which was introduced upon 

the application of IFRS from fiscal 2016, we posted a record 

¥307.5 billion, while ROS was 9.1%. Net profit attributable to 

owners of the parent also significantly increased to ¥156.3 

billion (increased ¥104.9 billion year-on-year). In terms of Key 

Performance Indicator (KPI) results, we recorded ROE of 15.1% 

(+9.9% year-on-year), net D/E ratio of 1.06 times (-0.11 year-

on-year), and ratio of equity attributable to owners of the parent 

(equivalent to shareholders’ equity ratio in J-GAAP) of 24.5% 

(+1.5% year-on-year), showing improvement across all these 

financial metrics compared to the previous year.

 Noting that while ROE achieved a significant improvement 

up to 15.1% in fiscal 2016, there were special factors 

involved, including a temporary reduction in tax expenses, 

we will continue to actively pursue measures aimed at 

expanding stable earnings.

 In terms of cash flow, although we undertook ¥206.5 

billion of investments, we managed to maintain free cash 

flow of ¥103.7 billion in real terms. Based on this, we 

endeavor to improve our financial position.

Outlook for fiscal 2017

In the fiscal 2017 outlook we announced at the beginning of the 

term, the expected core operating income is ¥310 billion (an 

increase of ¥2.5 billion year-on-year) and the expected net profit 

attributable to owners of the parent is ¥137 billion (-¥19.3 billion 

year-on-year).

 In the Performance Products segment, though we expect 

higher earnings in optical films, PET films, carbon fiber and 

alumina fiber and so on, as these are areas where we have 

boosted production capacity. At the same time we estimate a 

contraction of sale and purchase difference due to rising raw 

material costs associated with some products and a higher 

burden of common administrative expenses. Meanwhile, in the 

Chemicals segment, we expect steady performance thanks to 

the contribution of the new Middle Eastern plant for our MMA 

business scheduled to go online in the middle of the year, and 

as a result of solving problems which occurred at the domestic 

petrochemical plant in the previous period.

 In terms of fiscal 2017 KPIs, we expect to hit ROS of 8.5% 

(-0.6% year-on-year), maintaining a level above the 8% target 

laid out in the medium-term management plan, along with 

ROE of 12% and net D/E ratio of 1.0 times.

Change in Consolidated Financial Indicators

30.0

20.0

10.0

0

24.6

3.0

2.0

1.0

0

(%) (times)

Ratio of Equity Attributable to Owners of the Parent
Net D/E Ratio   ROE

2016/32015/32014/32013/3 2017/3

22.6

25.8

22.9 23.0

IFRS

24.5

1.171.10
1.251.11

2.3

1.06

3.7
6.4

4.8

15.1

5.2

*1 Stands for “Management of Economics,” one of the three axes of KAITEKI Management. This axis aims to enhance economic value, as represented by business performance, through the 
management with a focus on the efficient allocation of capital.

*2 To ascertain ordinary operating income and loss, expenses associated with structural reforms and income/loss resulting from extraordinary factors such as disasters are deducted to derive 
“core operating income.” Core operating income is used as an indicator in the external explanation and business administration.

*3, 4 Figures pertaining to non-continuing businesses for March 2016 IFRS and March 2017 have been deducted.

1.15

Net Sales / Revenue   Operating Income / Core Operating Income
IFRS Operating Income   Net Profit Attributable to Owners of the Parent

Shareholders’ Equity Ratio
(end of FY 2020)

30%
(end of FY 2016: 24.5%)

Net D/E Ratio
(end of FY 2020)

0.8 times
(end of FY 2016: 1.06 times)

J-GAAP J-GAAP
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Withdrawal Businesses to be restructured

Cash-generating businesses

 Information, electronics and display

 Petrochemicals  MMA

 Carbon

 Industrial gases

 Life science (drug development solutions)

Strengthening Portfolio Management

As noted above, we clarified the roles of MCHC and 

the operating companies as “business management” 

and “business execution,” respectively, and to increase 

management speed further, we have delegated a great deal of 

authority to the operating companies.

 We reduced the numbers of SBUs we manage from about 

60 to 30. Each SBU was reallocated into four quadrants (next-

generation businesses, growth businesses, cash-generating 

businesses and businesses to be restructured). We will adopt 

management indicators (sales growth rate, ROS, ROIC) that 

reflect each business domain to enable fine-grained business 

management and allocate resources more appropriately.

 In terms of ROIC management, we will set target figures 

by domain and manage them as KPIs for improving profit 

margin. We also include revenue in growth businesses KPI 

and free cash flow in cash-generating businesses KPI. In 

the past, we tended to focus on unprofitable businesses as 

problems, but moving forward, low-profit businesses whose 

ROIC falls below weighed average capital cost (WACC) will 

certainly be examined.

 We biannually perform numerical investigations and 

evaluations on progress of action plans and investment plan 

of the medium-term management plan and management 

indicators. As for unachieved targets, we discuss in-depth 

the necessity of structural reforms and then review our 

portfolio and resource allocation accordingly.

 Based on such reinforcement of management structure 

and portfolio, we endeavor to strengthen the return control 

system in addition to the traditional risk control system.

In APTSIS 20, to improve capital efficiency we have aimed 

to squeeze out 300 to 500 billion yen in capital by reducing 

working capital and selling off assets such as cross-

shareholdings reduction. We would like to use the funds 

obtained through improved capital efficiency in a well-balanced 

manner, allocating them in investments for future growth, 

improving financial base, and offering shareholders return.

 One of our specific measures for capital efficiency is the 

global roll-out of cash management system (CMS). We will 

expand the system, which has been deployed in Japan 

to date, to the sites in the U.S., Europe and Asia, in an 

Strengthening Management Structure

To coincide with the establishment of Mitsubishi Chemical 

Corporation following the integration of the three chemical 

companies in April 2017, we have made changes to the 

management structure of the Board of Directors and 

Corporate Executive Officers Committee of MCHC to clarify 

the roles of MCHC and each operating company. MCHC 

also set up strategy offices for each of the four segments 

(Performance Products Strategy Office, Industrial Materials 

Strategy Office, Industrial Gases Strategy Office, Healthcare 

Strategy Office), as well as the Emerging Technology and 

Business Development Office involved with the development 

of next-generation businesses such as IoT and AI, and 

the commercialization of cutting-edge technologies. 

Through these changes, MCHC will bolster its portfolio 

management by devising medium-term strategies for each 

business domain, further enhancing its monitoring of the 

medium-term management plan, and allocating resources 

appropriately. Under this strengthened management 

structure, each operating company can focus on carrying 

out business activities based on its basic strategy.

 In the Performance Products segment, we are pursuing 

growth and high profitability including synergy effects. For the 

Chemicals segment, we aim to boost profits by developing 

greater stability and functionality. In the Industrial Gases 

segment, in addition to stable growth, we are looking to expand 

into the performance domain. In the Health Care segment, we 

will accelerate growth, including expansion in the U.S.

Q3 Please explain the details about “strengthening the portfolio.” Q4 Please specify your measures aimed at improved capital efficiency.

A AToward strengthening “return control” in addition to “risk control” Toward more advanced utilization of capital

effort to develop more advanced capital utilization. One of 

the primary purposes of the global roll-out is to pool and 

control the cash uniformly in each region so that governance 

function of subsidiaries can perform through cash. CMS was 

introduced in Europe from fiscal 2016. It will be introduced 

in the U.S. from fiscal 2017 and in Asia, where cash is 

managed across multiple currencies, we plan to achieve 

unified management around fiscal 2020. Ultimately, by 

working to globally centralize the management of these four 

regions, we will aim to achieve even greater efficiency.

Next-generation Businesses

 Healthcare solutions
(Life science: next-generation healthcare)

 Bio solutions

 Gas solutions

 New energy and high-
performance materials

 Solutions integrating 
big data and ICT

Positioning of each business and affiliate companies based on domain-specific indicators

Implementation of regular monitoring to accelerate resource allocation and portfolio optimization

Management Roadmap Toward Achieving the Medium-term Management Plan: Portfolio Management

 Performance Products domain      Industrial Materials domain      Health Care domain      Next-generation business themes * Average IMF predication for 2016 to 2020

Indicators

Growth Potential
(Sales growth rate)

≥4%/year
(Projected global economic growth rate: 

3.5%*)

Profitability
(ROS)

Performance Products
Industrial Materials
Health Care

≥8%

≥5%

≥14%

Capital Efficiency
(ROIC)

Performance Products
Industrial Materials
Health Care

≥8%

≥5%

≥5%

Growth Businesses

 Advanced polymers

 High-performance chemicals

 High-performance films

 Environment and living solutions

 Advanced moldings and composites

 New energy

 Ethical Phmaceuticals

 Life science (healthcare and medical ICT)

M&As
Alliance
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On April 1, 2017, former Mitsubishi Chemical, Mitsubishi Plastics 

(MPI) and Mitsubishi Rayon were merged to form the newly 

integrated Mitsubishi Chemical Corporation (MCC). As the core 

operating company of the Mitsubishi Chemical Holdings Group, 

MCC seeks to provide solutions to environmental and social 

issues and strive to achieve the concept of KAITEKI, which 

facilitates the sustainable development of people, society and 

the Earth.

 This newly formed MCC maintains diversity of human resources 

and technology platforms, and operates businesses globally. 

While leveraging these resources and achieving sustained growth, 

MCC hopes to steadily achieve the medium-term management 

plan APTSIS 20 formulated by MCHC. In addition to growth and 

cost reductions across existing businesses, MCHC aims to add 

an additional 50 billion yen in core operating income by fiscal 2020 

through business synergy worth 35 billion yen, and efficiency 

improvements worth 15 billion yen under APTSIS 20.  

 To meet these growth targets, MCC has adopted the task 

of achieving high-efficiency management as one of its basic 

policies and has started a full participation-oriented company-

wide productivity improvement activity named UP!20. MCC will 

inherit the structure of activities that were ongoing at the former 

operating companies, such as the “MoRoic Activities” undertaken 

at the former MPI to improve ROIC. At the same time, in order to 

achieve absolute values for core operating income, an important 

element of MOE axis and a source of competitive strength, and 

improve ROIC (return on invested capital), the UP!20 activity is 

aimed to boost business efficiency through the synergetic effect 

with workstyle reforms under the health management raise 

productivity by 20% and enhance the creativity.

 Each employee is supposed to put figures into ROIC tree 

so that they can understand how their individual targets lead 

to higher ROIC. By linking individual goals with management 

targets and offering greater insight into improvements to core 

operating income and ROIC, MCC is adopting an innovative 

approach that will encourage individuals to develop a high 

level of motivation and pursue UP!20 activities proactively. 

To ensure the core operating income and ROIC targets set 

out in APTSIS 20 are met, each business unit will regularly 

monitor and take action on the elements that make up ROIC 

(marginal profit ratio, fixed production cost ratio, SG&A ratio, 

turnover ratio of working capital turnover ratio of fixed assets, 

and so on). Meanwhile, MCC headquarters, R&D centers and 

departments common to business sites and branch offices will 

target higher productivity and greater operational efficiency.

 MCC aims to achieve a 20% boost in productivity and 

asset ef ficiency through the UP!20 activities by fiscal 2020, 

and build a highly profitable business entity based on 

optimal asset management. 

New-Mitsubishi Chemical Corporation

Prevailing ROIC-
based Management 
at Work Sites

Kanji Okada
Managing Executive Officer, 
Mitsubishi Chemical Corporation 

Full participation-oriented UP!20 activities aimed at 
achieving core operating income and ROIC targets

Introduction to Activities Underway at Work Sites

Ryobi Techno Corporation (RTC) is a group company engaged 

in the development and manufacturing of construction 

and housing materials under the Advanced Moldings and 

Composites Business Domain of MCC. RTC develops and 

manufactures Hishicarbo polycarbonate sheets for exterior 

use, which are essential for increasingly diverse homes and 

apartment complexes, as well as the Deckboard eaves system 

for gutters, gables and fascia board. Its products are trusted 

and loved by a wide range of customers.

 An example of ROIC improvements worked on in fiscal 2016 

is an effort to improve marking work on extruded products like 

Deckboard, where a horizontal printer is used for ink transfer 

printing of information such as the company name, product 

name and lot number. In terms of the factors causing defects, 

marking work ranked the second worst defective followed by 

molding trouble. If these defects in marking work were reduced 

to zero, defective goods could be reduced by a scale of ten 

tons a year, and yield will improve to 96%. Defective marking 

could involve (1) insufficient definition in the characters, making 

them hard to read, or (2) having the ink stick and dirty the 

product. For this reason, production adjustments were required 

during operation, causing in production losses. 

 This case had been brought up countless times in the past 

as an improvement theme, but the true cause had never been 

found. This time, the manufacturing and administrative sections 

worked together to thoroughly determine the cause. As a result, 

improvements were made on the equipment side by properly 

tuning the roller equipment supplying the ink, and making 

changes to ink supply methods, ink quality and transfer roller 

materials. In addition, as it had become difficult to update the 

plate cylinders both physically and in terms of cost, by using a 

new material, excellent character legibility was realized ink dregs 

blockages were eliminated and marking defects were reduced 

to zero. This achieved one-week unadjusted operation while 

also helping to reduce capital expenditure.

 From April 2017, the MCC began its "UP!20" ROIC activities. 

To expand company-wide activities and activities involving full 

participation, a caravan team mainly comprising members from 

the Corporate Planning Dept., Employee Relations Dept. and 

Technology Coordination Dept. was formed. The team directly 

visited 16 business sites, seven R&D centers and four branch 

offices to explain the need for and importance of ROIC activities 

and promote UP!20 activities. This is an important activity of 

realizing “growth and high profitability” as part of the current 

medium-term management plan, and an area in which MCC is 

currently making concerted company-wide efforts.

Deckboard

Eaves system

Hishicarbo

ROIC Tree

“ROIC Activities” at Ryobi Techno Corporation FY 2016

ROS

Marginal Profit ratio

• Improving loss rate by reducing 
marking defects

• Reducing labor costs by improving 
productivity

93%

Variable cost reductions

Fixed production cost ratio

SG&A ratio

R&D ratio

Capital 
turnover ratio

93%

Curbing capital expenditure

• Rate of reduction due to 
careful selection of capital 
investment

Turnover ratio of fixed assets

Turnover ratio of working capital 

ROIC
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We will strengthen our 
innovation capability by 
introducing new perspectives, 
embracing risk, and deepening 
our global connections.

Larry Meixner
Managing Corporate Executive Officer,

Chief Innovation Officer

In April 2017, the MCHC Group implemented two 

major changes that increase our innovation power in 

complementary ways. First, the merger of MCC, MPI, 

and MRC included the integration of R&D resources and 

capability across these three companies. The resulting 

shared knowledge and efficiency gains will enable us to 

better develop adjacent markets, reduce costs, and identify 

future business strategies.

 The second change within the MCHC Group reflects the 

rapidly evolving nature of corporate innovation worldwide. In 

this new environment, we must consider not only incremental 

technology development, but also disruptive innovation, which 

can completely redefine the winners and losers in an industry.  

Because such developments generally emerge from beyond 

the incumbents’ traditional point of view, they represent a 

persistent threat even to companies that have provided stable 

earnings for many years. Indeed, such innovations are often 

rejected at an early stage precisely because they conflict with 

the established thinking and processes that were successful 

in the past. Yet this natural bias interferes both with finding 

new avenues for business growth and with seeing disruptive 

threats in time to avoid disaster.

 The MCHC Group therefore created the new position of 

CIO (Chief Innovation Officer), and I was privileged to join the 

company in April 2017 to serve in this role. Our new Emerging 

Technology and Business Development Office (ETBDO) 

aims to significantly extend the innovation capabilities of the 

MCHC Group by intensifying our engagement with global 

leaders from both market and technology perspectives.  A 

major difference from the past is the addition of several 

senior executives from outside the MCHC Group, outside 

the traditional chemical industry, and even outside of Japan. 

These changes are designed to expand our world view and 

our presence as a global innovator.

 For example, reflecting the increasing share of disruptive 

innovation emanating from Information Technology, we 

created the new role of CDO (Chief Digital Officer) to lead 

the digital transformation of our company. We are adding 

data scientists not only to enhance current business 

operations, but also to conceive new ways of using the 

vast trove of data from our operations and business 

transactions.  In the area of venturing, the company will set 

aside resources for strategic investment and partnerships, 

allowing ETBDO to operate in a risk-tolerant “start-up mode” 

in potentially disruptive areas.  

 For large companies in this era of rapid change, simply doing 

“more of the same” is no longer sufficient to ensure consistent 

growth, or even survival. By aggressively connecting with 

global centers of innovation and broadening our approaches 

to new business development, we aim to create the seeds of a 

new culture of global innovation within the MCHC Group.

Diverse outlook
(beyond chemical industry, beyond Japan)

Aggressive, risk-tolerant 
approach to innovation

Strategic global investment
and partnerships

Transformation to
 “Digital Native” company

CIO
Chief Innovation Officer

Emerging Technology and Business
Development Office

Extending the Innovation Capabilities 
of the MCHC Group

CMO
Chief Marketing Officer

CTO
Chief Technology Officer

CDO
Chief Digital Officer

Define and create 
new global market 

opportunities

Introduce disruptive 
innovation

(technology and 
business model)

Promote the 
4th Industrial 

Revolution through 
AI, IoT

The concept of KAITEKI, which symbolizes the MCHC Group, 

was born in 2007 out of a desire to make an essential 

contribution to a better future for people, society and the Earth. 

The MCHC Group has defined its corporate value as identifying 

issues to be addressed for future society and delivering 

solutions continually. We have performed our corporate 

activities based upon this KAITEKI Value for the last 10 years. 

Now that internal understanding and empathy for Management 

of Sustainability (MOS) has been enhanced and a firm basis for 

promoting MOS has been established, it is possible to conduct 

corporate activities aimed at maximizing KAITEKI Value. We feel 

that we have gained an understanding and appreciation for our 

initiatives from our stakeholders.

 In recent years, awareness of various environmental and 

social problems has increased. The idea that countries across 

the planet will join forces to solve those issues is becoming 

more widespread, as illustrated by the United Nations 

Sustainable Development Goals (SDGs). Expectations of 

businesses are mounting accordingly. 

 To ensure that the MCHC Group promotes initiatives designed 

to solve environmental and social issues as a responsible 

corporate citizen, we newly identified material issues under our 

current medium-term management plan APTSIS 20 and set new 

MOS Indices which reflect materiality. In fiscal 2016, which was 

the first fiscal year under the medium-term management plan, we 

reviewed the definition and operation of the KAITEKI Promotion 

Committee, the Group’s highest-level body related to KAITEKI, 

and established the structure for maximizing corporate value from 

a non-financial viewpoint, aiming to further enhance MOS.

Oversees improvement in corporate value from a non-financial 
perspective

Deliberates and reports matters related to KAITEKI as an advisory body 
of the MCHC President and CEO

Submits and reports on material proposals to the Corporate Executive 
Officers Committee and the Board of Directors

Review of KAITEKI Promotion Committee

Leveraging 10 years of KAITEKI 
Management, we will orchestrate 
the challenges of each individual 
with the advancement of MOS 
to achieve further growth and 
maximization of KAITEKI Value.

Shushichi Yoshimura
Senior Managing Corporate Executive Officer

Chief Sustainability Officer

 In Japan, where the majority of employees of the MCHC Group 

work, individual workstyles are being reassessed amid the 

inevitable trends of globalization, diffusion of IT/AI, declining fertility 

rates and population aging. As uncertainty about the future 

increases, it becomes more important for each individual 

employee to take on more challenges through their duties and to 

cooperate with each other to tackle social issues, resulting in 

promotion of MOS and enhancement of KAITEKI Value. We 

believe that respecting diversity and supporting the health and 

workstyles of each individual will drive the growth of the MCHC 

Group and lead to the creation of social value. Previously, as part 

of MOS, we have championed workstyle-related initiatives in areas 

such as work-life balance and promotion of diversity. From fiscal 

2017, KAITEKI Health and Productivity Management has started 

in earnest to further push ahead with workstyle reform. We hope 

that we can rely on your unwavering support for the MCHC Group 

as it continues to rise to the challenge of creating KAITEKI Value.

Board of Directors

Corporate Executive Officer, President and CEO

Corporate Executive Officers Committee

Submission/Reporting

ReportingConsultation

Deliberation/
Resolution

Proposal of priority
matters for deliberation*1

KAITEKI Promotion Committee

Each division (each office)/operating company

Enhancement of
corporate value

from a non-financial 
perspective

ESG*2

Innovation*3

Health management

*1 Where necessary *2 Governance issues are mainly addressed by committees such 
as the Nominating Committee. *3 Determination of the direction of technologies, etc.

MCHC

MCHC Group’s KAITEKI Management Structure

Enhancement of
corporate value
from a financial 

perspective
Bottom line

Capital efficiency
Portfolio management
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