Message from Management

Our Business Model

Our Medium- and Long-Term Management Strategy

—— Corporate Governance

Financial and Corporate Information

Message from Chairman

The Mission of Nippon Paint

ippon Paint’s sole mission is Maximization of

Shareholder Value (MSV). This was undoubtedly

the mission for limited liability companies
when they first emerged 400 to 500 years ago. Regrettably,
this goal is now viewed as heresy.

Where I grew up, profit for shareholders was by default
the only purpose of a for-profit company. There was never
a need to state explicitly the company’s mission because
everyone was born and bred with the same idea. MSV was
a given. But upon getting involved in Nippon Paint, to my
consternation, shareholder value was anything but the
mission of the company. I was therefore forced to coin the
language MSV and proselytize the idea. Frankly in spite of
the fact that I'm the author of the term, I found it somewhat
comical to have to invite my colleagues to recite it.

“Corporate Value Enhancement” is the widely accepted
term in Japan. But both “corporate value” and “enhancement”
are problematic terms. In reality, you can enhance corporate
value while reducing shareholder value at the same time. If
your purpose is to just “enhance” corporate value, you might
opt for an easier decision that leads to a mere 10% earning
boost over a more difficult one that gets 50% boost. This is
why I have been advocating that a company should pursue
maximization (not enhancement) of shareholder value (not
corporate value).

Another concept I would like to clarify is “Stakeholder
Capitalism”, which indicates that corporations should NOT
ONLY focus on shareholders but ALSO pay attention to
stakeholders. This is complete nonsense. I have never heard of
a listed company that is not working to fulfill its obligations
to suppliers, employees, communities, environmental
protection, and other social needs 24 hours a day, 365 days
a year. This is why I don’t understand why people say
corporations should ALSO pay attention to stakeholders.
The only imaginable use for this idea is an excuse for poor
business performance. MSV is the maximization of the
residual value after properly fulfilling obligations to all
stakeholders. Shareholders come last from a legal and
practical standpoint. We may be going against today’s social
trends advocating stakeholder value maximization. But we
are convinced that MSV should be the sole mission of
notably publicly listed companies.

Looking back, when I joined the management of Nippon
Paint as Director of the board in 2014, I had a tough time
getting my colleagues to take shareholder value seriously.
Almost no companies advocated shareholder value and the
Japanese Corporate Governance Code, which had just
started, was at best ambiguous on shareholder value as the
objective. Over the years, my colleagues have gradually come
to understand and approve of MSV as the only corporate
mission and I am grateful that the board members and
operational decision makers of Nippon Paint Group are now
making decisions based on MSV. In addition, the Asset
Assembler model is evolving into the strategy towards this
mission. I am glad that a framework for pursuing MSV
through the maximization of EPS and PER is taking shape.

The relationship between Nippon Paint as a listed
company and Wuthelam as a major shareholder is rarely
seen in the world. Nonetheless the interests of the major
shareholder and minority shareholders are completely
aligned towards the maximization of long-term value. The
funding capability of a listed company combined with the
strength of a privately owned shareholder has created a
more potent growth engine in Nippon Paint. This is clearly a
Win-Win relationship as what is beneficial for Nippon Paint
is without question good for Wuthelam.

With this in mind, as Chairman and Board Member,
to the best of my ability, I pledge to work towards Nippon
Paint’s MSV.
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