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External & Internal Environment surrounding Japanese Companies

External Environment

@® Global Economy lead by Emerging Countries
v" Low economic growth in the developed countries

v' Despite uncertainty in the short term, the emerging countries still leading the world economy in
the medium and long term

@® Expectations for New Drivers for Sustainable Growth

v' Expectations for new drivers for sustainable growth from stakeholders such as customers,
partners, shareholders

@ Attention to Energy Related Business
v' The growing interest in energy-related businesses after the Disaster

Internal Environment

@® Decline of International Competitiveness & Strenqgth

v Decline of competitiveness, strength of the Japanese companies due to the rise of emerging
countries, the appreciation of the yen

@ Centralization of Risks

v Centralization of the risks as result of regression towards core businesses and concentrating
resources on core businesses

@® \Weakening of Culture to Promote a New Challenge

v Difficulty of challenge to develop new business in the medium and long-term time frame due to
pressure on short-term results
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Position of Smart Community Business

® How can we realize desirable business structure to achieve sustainable
growth of the company?
® \What is the Smart Community Business positioned in the company?

Desirable Business Structure

@ Best Mixture of Core Business & New Business
v' Strong, Thick and Large “Core Business”
v “New Business” developed by insatiable pursuit of business integration

Position of

Smart Community Business

@® One Effective Approach to create a Desirable Business Structure
v' Typical example requiring integration of multiple business units

v" Necessity of overcoming various hurdles with regard to business model, revenue target,
allocation of resources, organizational structure, time frame and others
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What is happening?

® [n any company, Smart Community Business is promoted by multiple business units as is related to a
variety of fields
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® As each business unit has its own business model, own time frame and has conflict of interest each other
In some cases, an integrated approach to smart community project across the company is not easy.
Even if the whole company has a good opportunity to earn huge profit, however, if some business units
“‘win” and other business units “lose” across the company in the project, eventually, the decision of
whether or not to participate in the project will be made by each individual business unit.)
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How to overcome ?

® [or example, the following countermeasures can be considered.

Countermeasure

Pros/Cons

Requirement

Organization

® To establish a special

company-wide
organization (ex: under
the direct control of the
President)

® Pros: Keeping perspective

of company-wide
optimization

® Cons: No understanding
and cooperation from the
front lines of business
due to sense of distance

® Strong leadership by top
management

® Appropriate appointment
of the members of the
special organization

® Long-term commitment
by the top management

To specify the field
enhancement and
allocate resources with

® Pros: Boosting new
challenge. Providing
incentives for “Losing”

® Introduction of
convincing and fair
evaluation criteria

resistance to change

® Cons: Lowering of
expertise

System priority business units N _
. ) . ® Periodical review and
To introduce new ® Cons: Becoming . .
: o . . flexible modification of
evaluation criteria other insensitive to the .
. . : the criteria
than profit commitment to profit
® Pros: Building the culture

Encouraging personnel such as ‘Organization/Job | ® Human resource

Culture rotation for reform of change is natural’ development programs in

the long-term perspective

[KEY] Leadership and Commitment by Top Management / Awareness by Employees
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