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Well, hello everybody. I'm Paul Polman,

the former CEQ of Unilever. First, I'd

like to thank Mr. Sakakibara—-san, as KWV I v FOFETEEETH DHEARITK
chairperson of the organizing R L EIFFEd, L TAYI v hOEHE
committee, but also METI and Keidanren T& V) £ RFHEELE & HAREBEHEES

for actually hosting this summit and
for the opportunity to speak with you.

I'm sorry I can’t be there in person.

I was there a few weeks ago. I'm going
to be there again in a few weeks’ time.
Actually, I'm in the position right now
a board member to Mr.

And I look

as an advisory,
Takashima—san from SMBC.
very much forward to the visit again.
It’ s one of my favorite countries, not
I

surprisingly, remember with deep

emotions. Our visit to Japan with my
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wife Kim shortly after the Fukushima
disaster, when in fact all foreign CEOs
were encouraged to leave the country.
We felt strongly actually of giving our
support and being at one with the people

of Japan.

We had the pleasure may I say to face
those cities like Ishinomaki or Natori
or Okawa and many others in the region,
to see the destruction and the human
suffering with our own eyes. But it was
also a pleasure actually to be back
recently and see the enormous
redevelopment and reconstruction. That
been going to create more

has on

thriving communities. In fact, on that
famous day, we all became a little bit

more Japanese

I also want to thank the Nippon
Foundation. We' re working closely with
Mr. Sasakawa-san, who's been kind

enough to sponsor one of our efforts.

Which is called the valuable 500, which

has a very noble goal to encourage
companies to hire more people with
disabilities

I also worked actively with First Lady
Akie Abe on driving diversity in Japan.
Admittedly not an easy thing to do, but
badly needed.

So thanks to Keidanren well now and Mr.
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Muromachi-san at that time also for
hosting the B20, which I had the honor
to attend, being the chairman at that
time of the International Chambers of
Commerce.

been

I’ ve impressed by the

Whilst

always
Japanese business environment.

to some from the outside, it sometimes

seems hard to detect changes. You are

moving fast when there is consensus.

We saw this on climate in fact, where

you are one of the leading countries
that have embraced the work of the task
force for climate related disclosure,
and you' ve done that most proactively

and positively.

Another example is, in my opinion, the

2020 report that Keidanren published
with the government Pension Investment

Fund expressing the 1intention to

accelerate investments in  problem

solving innovations

And  that’s obviously incredibly

important to realize the Government

Society 5.0 initiative

That’s a great effort to create this

super smart society and emphasize

whilst you're doing that, the human
centric solutions that Japan is known
for, and hopefully that will allow us

to achieve the sustainable development
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goals faster than the trajectory that

)
we re currently on.

In Japan, you understand the importance
of running your companies for the long
term, which automatically brings you to

what I call stakeholder capitalism.

In fact, over 400 years ago, before the

term ESG was actually coined, the

Japanese already document the
Shuchukiyaku from the Tokugawa period,
which said that commercial activity
should not only be carried out for the
sole benefit of business, but also for

the benefit of society.

And that’s one of the reasons why I
believe we find 40% of the world s
companies that are over 100 years old
in Japan.
I think it’s an exciting time for
Japanese business and it’ s good to see
confidence growing, partly reflecting
undoubtedly the excellent performance

of your stock market

Today’ s theme is corporate governance

strategies supporting innovative

strategy development. You could not

have picked the more important theme.

We have some way to go and I'm glad

you’ re having the discussions
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The external environment is calling for
change. Some argue that the changes we
need to make are well beyond the scale
of the industrial revolution and the

time that we have to implement them are

much shorter than the technological
revolutions.
And yes, we re starting from a top

Most CEQ’s will
that the biggest challenges that they
of

starting point. say

are facing our resilience the

business, the daily pressure that

everybody is now accustomed to, but

also disruptions, especially
disruptions coming from technology and
AT being the biggest one

But above all, CEQ’s will talk about
sustainability concerns, climate change

perhaps being the most urgent

Many of them struggle. The lifetime of

a publicly traded company is rapidly
going down, and so is the tenure of

CEOs.

No doubt we’re in a period of profound

change, some call it a poly—-crisis

where a number of depressing factors
combined to create big,

have one

alarming super situation.

called the
of

Others perma—crisis, an

extended period instability and
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insecurity, causing one big super
crisis.

And yves, we’re seeing the effects all
around us climate change. Related
biodiversity destruction growing
inequality, certainly some of our

biggest challenges, and the Scretary
General from the United Nations said it
very well, when he said the era of
global warming has ended the era of

global boiling has arrived

He even mentioned a few weeks ago that
highway to hell with our foot still on

the accelerator and he’s right.

We know that we have to reduce carbon
emissions, especially since we’ re on
the path still well above 2 1/2 degrees
Celsius. In fact, the IMF estimates the

cost to be more than $7 trillion.

In terms of climate related impacts and

direct subsidies that we’'re still
giving to the fossil industry, amount
to still $1.3 trillion, and
unfortunately, they ve gone up since
COVID.

Many governments, as well as businesses
fall well short of needing to implement

of the implementation of the needed
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actions.

If companies were actually paying for

these negative externalities we are

creating, there’s no doubt that the

profits would plunge and profitably,

probably wiping out trillions of

dollars and financial gains

The cost to business 1is huge, from

climate disasters to chain

supply

disruptions to decreasing  social

cohesion to food insecurity, and the
list goes on everywhere. We can see
these effects, and it’s unfortunately
happening faster than we anticipated

Let’ s make this clear. This is not a

science 1issue, nor 1s it saving the

. , .
planet  issue. It's about saving
humanity. It’s about basic human
values.

1t’ s about what world do we want to live

in.

There’ s no question that the way we do
business has to be reinvented. Linear
model of take make waste is coming to

an end.

We all know that we can’ t have infinite
growth on a finite planet and anything
you can do forever is by definition

unsustainable.
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This world is not designed for 8 billion

people going to 10 in the way we

currently consume.

Now the good news is that we’ re actually

moving the benefits of climate action,

stimulating investments, generating
jobs, creating healthier economies and
boosting the livelihoods and well

beings of our citizens, even in the near
term is simply too appealing to not
pursue.
Technology  advancements regulation
coming in everywhere and strong signals
from the marketplace are driving it

We are seeing people moving. In fact,
2000 publicly listed companies have set
targets to be net 0 by 2050.
Governments, 90% of the emissions are
covered by net 0 commitments
Legislation 1is coming in like the
European Green Deal or the Inflation
Reduction Act in the US. Financial
markets $70 trillion under management
have made commitments to decarbonize
their portfolio.
demanding change, not

Citizens are

surprisingly, and increasingly
sustainable products tend to outperform

unsustainable.
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In fact, we have the know how, we have
the funding. We have the capacity and
the tackle these

capability to

challenges.

80% can be tackled with technology that
we have available today

Undoubtedly, there are significant
investments needed for this transition,
but the investment, the

return on

benefits for business, for people, for

society, for future generations are

even bigger.

We're at the point that the cost of
inaction is actually starting to become

higher than the cost of action.

In fact, Deloitte did recently a study
that said if we stay on the current
pathway and don’t bend the curve on
incurring an
of $178
trillion by 2070 where we to bend the

climate action we risk

incurring an extra cost

curve and stay closer to the 1 1/2
degrees warming. We could turn that
into a $43 trillion benefit

And frankly, it pays to move

Fortune looked at 500 companies that

reduced reported emissions year on

year, and they earned on efforts nearly

1 billion more in profit per company.
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There’s a big upside waiting for those

companies that embrace ESG multi
trillion dollar markets in clean
energy, electric and autonomous
vehicles, plant based proteins,
precision agriculture, Al driven

efficiency technologies and the list

goes on.

I know that Japan wants to be part of
this.

Crucially, 98% of executives agree that
sustainability is core to their role

and to implementing this new vision of

a more sustainable, equitable and
inclusive society.
To accelerate that conversion, they re

calling for stronger, more consistent

and ambitious government policies

They’ re calling for accelerating the
financial flow, especially to emerging
markets, but above all, they re calling
for clear and transparent accounting
and government standards to drive the
to create the

needed transparency

needed focus.
And vyes, ultimately to hold people

accountable.

There’ s no doubt that boards play a key
role in this conversion if you want to,

and so do investors
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It is well understood universally that

boards need to evolve globally.

The traditional role of boards 1in

fulfilling their fiduciary duties is a
that

familiar territory, and frankly,

should not change.
But unfortunately, reality shows that

most activities still go to maximizing

shareholder return to narrow
interpretation of their fiduciary
duties.

Expectations of business have frankly

fundamentally shifted as regulators,

investors, employees and consumers now
all want to see companies have a purpose
beyond profit or want to see companies
contributing to creating this better,

more inclusive society we all aspire to

have.

And both are crucial to meeting climate
and ESG challenge.

But are particularly in the current
environment, unfortunately unprepared

for the rising expectations that the

outside world has.

I would call this one of the elephants

in the room. In fact, a recent study
from New York University s Stern Center

for Sustainable Business amongst about
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1200 companies showed that directors

need a broader skill set, a deeper

understanding, more education.

And they design and they need to better

reflect society in their overall

representation.
Many boards have a preponderance, if
or former CEO sitting on

CEOs

you want to,

their boards, those are

outstanding people

But they were in charge ten, 20-30 years

ago, when, frankly, these ESG issues

that we talked about were not regularly
considered as material and as a result
they don’t bring that mentality to

really step change these business

models to the boardrooms anymore.

You founded the Governance Summit,

which is incredibly important to help

advance and improve corporate

governance in Japan.

It could not be more important you

provide opportunities for commercial

entities, relevant ministries, investor

groups and consulting firms to discuss

current issues and themes

And that’s important in today s fast

changing environment that you are

taking a dynamic approach in the last
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several years, the Ministry of Economy,

Trade and Industry of Japan, METI has

periodically refuted the corporate

governance code.

So, what you are doing now to further

evolve, it is not a new thing in the

aim to enhance corporate governance

activities of Japanese corporations

As one of the nation’s growth

strategies to align with global

standards of corporate governance, it
is important that you keep evolving.
And, you are moving

Keidanren again issued to corporate
governance guidelines in 2017 to help
strengthen

corporate governance

activities in the Japanese companies

So, you recognize the need for change

Keidanren, itself, proposed  that

capitalist system shifts to a more
sustainable model and acknowledge that
Japan will grow if it can be facing the
economic dynamism by facilitating wage
hikes for the workers or reskilling and
working on labor mobility.

That’s a multi stakeholder, if you ask
me, corporate governance reforms that

you' re working on can actually help
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drive this.

I remember that under the
of the
Abe’ s

In fact,

administration former Prime

Minister Shinzo reforms were

already implemented to improve

corporate governance, including, for

formal rules to increase the

of

example,

number non—executive and female

directors on company boards

Former Prime Minister Abe’ s requirement

was for at least two independent

External Board members intended to

encourage the disclosure of information
risk and

regarding management

governance, for example
Are recognized that many of the changes
might at times feel uncomfortable, but

I do believe that they are a must to

evolve if Japan wants to keep its
competitive position in the world
Simply because other countries are

rapidly evolving and are recognizing
the faster changing environment that
we' re operating in simply to keep your
competitiveness simply to Kkeep your

relevance, but more importantly to turn

businesses into that force of good,
addressing the world s challenges, not
creating them.

There’s an increasing call, not
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surprisingly, from investors for global

consistency, especially on  these
environmental and social principles and

policies.

With some actually suggesting market

specific policies on top of that, in a

recent survey amongst investors, I saw
three quarters indicated that companies
should evaluate expected material
impact on the environment and society,
focusing indeed on the ESG issues that
are material to the company and to the

industry.

Both Europe and the US are rapidly

evolving their standards and Japan
would be well served not only to be an
active part in these discussions, but
hopefully lead as well on some of them.
Companies in Japan now indeed face a
May I say a delicate, balancing act with
the Japanese stock market, returning to
highs not seen in 33 years.

is based on

Part of that, frankly,

growing hopes of tougher governance
standards and an expectation that this
also drives the maximization eventually

of shareholder return.

I read that sustainable assets on the

management 1in Japan quadrupled from

2016 to 2018 with the total amount of

$2.2 trillion. In fact, the third
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highest globally.

So, the more reason to expand reporting

to the broader ESG areas, yet Japanese

companies still trail European and
North American counterparts on
corporate governance metrics to

continue progress, thus require savers

to become more active investors,

opening up opportunities for better

corporate governance to emerge in the

coming AGM season.

Not only governments, but also

shareholders will, I believe,

increasingly hold companies to a higher
account.

As I understand it, there is already

many changes that domestic asset
managers have made to their voting
policies for the =season, and it

wouldn’ t surprise me, if we see more to

come.

This includes around other things like

diversities to strategic holdings

return on equity criteria, stricter

forwarding guidelines and policies,

etc.

Many will result in board shovels as

shareholders increasingly hold

directors to account

Japan is a technology leader with its
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company starting to perform well. For

example, decarbonization.

You also can be that leader in social
and government dimensions, where there
is probably the greatest opportunity
for improvement.

priorities like well-being,

Socially,

talent acquisition, retention and
performance management need to also
come more to the foreground now. And it

pays.

For example, from 2003 to 2017, the top
100 companies on the Nikkei’s Great
Place to work ranked actually 2% higher
in stock returns based on sector and

market cap benchmarks.

McKenzie also showed that equality in

indeed firms with more than 30%

executive women on the board tend to

outperform companies with fewer

executive women. It does pay.

I’m aware that since Prime Minister

Fumio Kishida took office in 2021,

there has been an intense debate on
which form of capitalism is best suited
the wvalues of Japanese

to unlock

companies and sustain economic growth.
Must much of the focus, undoubtedly has
been on Kishida's philosophy of so-
under which

called new capitalism,
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shareholder primacy is a little bit

tempered in favor of pursuing more
equitable distribution of wealth and
investment in

investment in people’ s

innovation, investment in green and

digital technology

I fully support that. As you discuss
improvements in corporate governance,
it has to have a clear objective of what
you want to achieve

Undoubtedly this will lead to more

sustainable, equitable and inclusive
environments, taking into account the
challenges of your declining
population, climate, gender, inclusion

should dominate all need to be changed

whilst not compromising performance

In fact, it should enhance corporate

performance. I personally believe

that’ s possible.

I’ve seen that in Unilever, where we

became the world s most sustainable

company over a 10 year period under my
But at the time

leadership. same

provided the 300% shareholder return.

Purpose and profits go together.

In fact, a strong purpose enhances
profit with the cost of inaction once
more now rapidly becoming higher than

the cost of action.

37

VIR GBRN A ~DORE . A ) N— =
VD&, BREEL T VX NVEIF~OBE
PRES L THVET,

RITENEZRICFLES, =2—F L —
NHNF U AOYE T DI, i
R & BARE 72 HEEDS I T 5 BN
HoET,

FEWZR <, ZHIT LV FErTRE T, AIE
T, AFERRBREIC SR NETLE S, A
D, &, e = AT —T 3
vEWSTERREEEBE LoD, AR
DIRVWHIFH TEE INDHRETT,

EEIZIL, FREEEOR T —< L A%
M EXELTTTT, FAABY, ZNNTE
5HEETUTVET,

FFxENZ 2= —R"RTRTEELE,
DY —=F—=2yTDb & Foxld 10 FHT
R TR b Rt TRE R L 7RV £ LT,
[FIRFIC, 300% DRk TR IL &Ik L E L7,

IN— R RS T e b DT,

FEEE, RO N RZADBFIE E A RS AT

B LRI S KD ARFEN, 17852
ARLED Y, FIZHEL EHL< 2> TWET,



It’ s in Japanese interest to accelerate

the changes. The reforms to the

Japanese corporate governance, 1 know,
are well on the way, and I applaud you
for tackling these challenges

however, even

Long term success 1is,

better guaranteed if we continue to
decentralize decision making processes

to increase shareholder participation.

If we continue to pro—actively embed

ESG  factors to  make increasing
corporate governance conform to the
international standards  that are

rapidly coming in.
And, finally, it is important to deploy

technology along with the means to

control it, to achieve the corporate

governance.

Hopefully we will be able to embed ESG
in corporate governance in the years to
come with a healthy combination of

government guidelines, stewardship

codes and corporate governance codes,

and provide the framework for the
engagement of boards investors, and
market operators.

This requires all of us. 1 believe

you ' re ready for it. I believe the

Japanese society is ready for it.
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But above all, it will benefit Japan to
continue to keep it as a very vibrant
dynamic economy. An economy that puts
itself to the purpose of people, that

creates a  more inclusive, more

sustainable, more equitable environment

now and for generations to come.

Enjoy the discussions.

Thanks for what vyou re doing and

hopefully see you on one of my future

visits. Thank you very much.
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