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Surpassing conventional common sense and
going beyond the field of conventional chemistry,
our quest to create new “wonders” will be continued to
fulfill the dreams of customers and society.

The “Hitachi Chemical Group Identity,” consisting of our “Mission,” “Founding Spirit” and
the “Hitachi Chemical Group Vision,” is the globally shared structure of our philosophy and
values, established to strengthen our group’s teamwork beyond regions and business fields.
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Mission

Contribute to society through
the development of superior
technologies and products.

Founding Spirit

“Pioneering Spirit”
“Sincerity”
“Harmony”

Mission
Values

Hitachi Chemical Group Vision

With a pioneering spirit to explore
uncharted areas, we develop
innovative solutions beyond the
boundaries of chemistry, delivering
“wonders” that exceed the
expectations of customers and
society.

Organizations Covered
Hitachi Chemical Co., Ltd., its 79 consolidated subsidiaries
and 2 equity-method associates and joint ventures (a total of
82 companies). (As of the end of June 2017)
When the Hitachi Chemical Group as a whole is indicated, the
terms “Hitachi Chemical,” “the Hitachi Chemical Group,”
“the Group” and “consolidated” are used. The terms “the
Company” and “non-consolidated” refer to Hitachi Chemical
Co., Ltd.
Reporting Period
Fiscal year 2016 (April 1, 2016 to March 31, 2017)
This report also contains information regarding events of particular importance that have occurred prior to or after fiscal
year 2016. Please note that “fiscal year” and “FY” refer to accounting years from April 1 to March 31 of the following year.
Guidelines Consulted
International Integrated Reporting Council (IIRC) Integrated
Reporting Framework
GRI Sustainability Reporting Standards
Ministry of the Environment of Japan Environmental Reporting Guidelines (2012 edition).
Forward-looking Statements
In addition to information of material fact regarding the past
and present activities of Hitachi Chemical, this report contains forward-looking statements concerning future plans
and forecasts. Forward-looking statements are assumptions
and judgments based on information available at the time
of publication. Therefore, future results of business activities
and events may differ from forward-looking statements due
to changes in a variety of factors.
Stakeholder Dialogue
Stakeholder Dialogue is scheduled in December 2017. The dialogue will be published on Hitachi Chemical’s CSR website.

Hitachi Chemical

Vision

Editorial Policy
The Hitachi Chemical Group’s Annual Report is published each year at the
end of July to help various stakeholders, including shareholders and investors,
understand our activities aimed at fulfilling the Hitachi Chemical Group Vision. It
is an integrated report covering our management strategy, financial information
and information on environmental, social and governance (ESG) activities.
This Annual Report provides an overview of the Group’s medium-term policy/
strategy and value creation process, in addition to initiatives in its key businesses
and ESG (Environmental, Social and Governance) activities.
A wide range of detailed, timely information on Hitachi Chemical is disclosed on
our website. Please also make use of our other information disclosure tools.

Hitachi Chemical’s Information Disclosure Tools
Financial Information

ESG Information

Website
http://www.hitachi-chem.co.jp/english/
Hitachi Chemical Group’s ANNUAL REPORT *
Financial
Section
Consolidated
Financial
Summary

Notice of the Annual General Shareholders’
Meeting/Business Report for Domestic
Shareholders (Japanese only)/Presentation Materials

Fact Sheet

Company
Brochure

Corporate
Governance Report
(Japanese only)
Technical
Report

*For detailed financial information, please refer to the Financial Section.

Third-party Assurance of Environmental and Social data
In order to enhance the credibility of the Environmental and Social data we disclose on our CSR website, we have engaged KPMG AZSA
Sustainability Co., Ltd. to provide assurance as a third party with respect to some environmental and social data (energy consumption,
greenhouse gas emissions, water consumption, VOC emissions, accident frequency rate, accident severity rate, and number and proportion
of female managerial positions). For the “Independent Assurance Report,” please refer to our CSR website. http://www.hitachi-chem.co.
jp/english/csr/independent_verification.html
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Hitachi Chemical’s Strength

History of Explorations Taken On by
Capitalizing on Core Competencies
Hitachi Chemical’s core competencies have been established based on its in-depth know-how that straddles organic and
inorganic chemistry amassed through its four original products, namely, insulating varnishes, phenol resin laminates,
porcelain insulators and carbon brushes. The combination and integration of these technologies have led to the birth
of numerous products.

Material technologies
that bring forth function

Porcelain
insulators

Insulating
varnishes

Core competencies
(Technology platform)

Original products

Phenol resin
laminates

Carbon
brushes

Technologies for creating
required functions

Process
technologies

Evaluation
technologies

to shape products

to translate needs

Technologies for
manufacturing
products efficiently
without
wastefulness

Technologies
supporting for
leading to next steps
by precise
data analysis

: Revenue
Notes: Consolidated from FY 1977 onwards.
Data based on IFRS has been used
from FY2013 onwards.

5

2

(hundred million yen)

1965

8,000

Established our first
overseas resident
office in Germany.

1984

Started
manufacturing
anisotropic
conductive films.

1955

Started manufacturing
copper-clad laminates
for multilayer PWBs.

6,000

4

1933

Started trial
manufacture of
carbon brushes.

1931

4,000

1930

Started trial
manufacture of phenol
resin laminates.

2,000

1978

3

Started trial
manufacture
of porcelain
insulators.

Started selling
photosensitive dry
film of alkali-based
solvents.
1985
Plaza Accord

1971

1963

Listed shares on
First Section of
Tokyo and Osaka
Stock Exchanges.

Started selling
polypropylene bathtubs.

1

1912

Started trial
manufacture of electrical
insulating varnishes.

1962

Spun off from
Hitachi, Ltd.

1973
First
Oil Shock

0

1912
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Resolving social issues through
Hitachi Chemical products
( 1 through 11 on the timeline)
1 Hitachi Chemical started research to become the first domestic producer of insulating
varnish for motors, and succeeded in developing a varnish
containing natural resin in 1914.
2 This was developed for the
“printed wiring method,” replacing manual wiring of copper
wires by hand soldering. It enabled the mass production of
electronic circuits and contributed to the spread of TV sets.

Functional
Materials

Automotive
Products

4 Hitachi Chemical developed
and
produced
solvent-free
products ahead of other manufacturers, foreseeing that environmental-friendliness would
become a requirement in the
manufacturing of electronic circuits in the coming era.

Energy Storage
Devices and Systems

6 Hitachi Chemical resolved, the
problem of cracking of sealing
material caused by heat in the
reflow soldering process for
semiconductors. This enhanced
the reliability of electronic
equipment.

Life Sciences
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9

2008

1992

2001

Started selling
reflow-resistance
epoxy molding
compounds.

5,541

hundred
million yen

2008
Global
financial crisis
2001
Collapse of
dot-com bubble
in the U.S.

2010

Started operating lead
acid batteries for wind
power generation.
11

7
Started high-volume
production of
carbon anode
materials for lithium
ion batteries.

1998

8

10

1990

2008

Started manufacturing
allergy diagnostic reagents
for simultaneous
measurement of 33 items.

2000

2010

10 Hitachi Chemical made it
possible to perform a test for
many allergens simultaneously
from a single blood sample. This
has helped diagnose allergy diseases and contributed to the
quality of life (QOL) of patients.
11 Hitachi Chemical developed
a lead acid battery with a long
life that can endure irregular
and frequent charging and discharging cycles. This contributed to the successful operation
of Japan’s first wind power station with output-power stabilization control.

1998

Started
manufacturing CMP
slurries for STI
(shallow trench
isolation).

9 Hitachi Chemical succeeded in
manufacturing molded plastic
rear door modules for the first
time in Japan, where such modules had been conventionally
made of metal. This not only reduced weight but also gave much
more freedom in design.

Our Initiatives

1991
Collapse of Japan’s
economic bubble

Started manufacturing
molded plastic rear
door modules.

8 Hitachi Chemical developed
unique cerium oxide particles
that self-collapse while polishing wafer surfaces, which enabled higher density in semiconductors and also greatly reduced
waste.

Divested the housing
equipment and
environmental
facilities business.

Our Strategy

7 Hitachi Chemical developed
high-capacity artificial graphite
that reduces the frequency of
recharging. This accelerated the
replacement of natural graphite
with artificial graphite and contributed to the improvement of
mobile terminals.

At a Glance

5 Hitachi Chemical realized the
batch connection of wires at the
micrometer level in LCDs. This
enabled the high-volume production of LCDs with high picture quality and expanded their
applications.

Hitachi Chemical’s
Strength

3 Hitachi Chemical succeeded in
the high-volume production of
plastic bathtubs for the first time
in Japan, where most bathtubs
were made of wood at the time.
This contributed to the spread of
plastic bathtubs in households.

2016 (Fiscal Year)

For Hitachi Chemical
Group’s history, refer to
Hitachi Chemical’s
website About Hitachi
Chemical Corporate
Profile Brief History.
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Hitachi Chemical’s Strength

Exploring to Provide Value to Society

In fiscal year 2016, we took on various challenges to develop innovative solutions beyond the boundaries of chemistry
and deliver “wonders” that exceed the expectations of customers and society. The following showcases the significant
advances made in fiscal year 2016 to “Improve Quality of Life (QOL)” and “Realize Sustainable Environment,” which are
values to be fulfilled as set forth in the 10-year Strategy.

For detailed information on the
following, refer to Hitachi Chemical’s website About Hitachi
Chemical News release.
Jun. 27, 2016 Hitachi Chemical Co.,
Ltd. and MD Anderson enter into strategic alliance
Oct. 11, 2016 Establishing a New
Contract Development and Manufacturing Facility for Regenerative
Medicine Cell Therapy
Mar. 17, 2017 Announcement on
Membership Interest Acquisition of
PCT, LLC, a Caladrius Company (USA)

Aiming to improve patients’ quality of life (QOL)
─Contributing to cutting-edge medical services

Construction of a new contract
development and manufacturing
facility for regenerative medicine
cells, etc., in Yokohama City,
Kanagawa Prefecture
The new facility will be established at a
site near Haneda Airport (Tokyo International Airport), allowing manufactured cells to be transported to anywhere in Japan and even overseas
within 24 hours. The facility will have
equipment capable of manufacturing
medicine ranging from investigational
new medicine to pharmaceutical medicine and will be able to meet a wide
range of requests from customers including pharmaceutical companies
and venture firms developing regenerative products and other pharmaceutical products. The facility is due to start
operating on a full scale in April 2018.

This page shows some of the major
initiatives carried out during fiscal
year 2016. For other initiatives, refer
to P.11-12. For detailed information,
refer to the News release section of
Hitachi Chemical’s website.
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In April 2016, Hitachi Chemical entered into a four-year strategic alliance with The University of Texas MD Anderson Cancer Center. This alliance is expected to enable us to build a
competitive advantage in molecular diagnosis technology, based on the Center’s outstanding
track record in cancer treatment, research and the application of the micro-fabrication
technology that Hitachi Chemical has been evolved in, with the electronic materials field.
Furthermore, in March 2016, Hitachi Chemical partnered with PCT, which is engaged in the
business of contracted cell manufacturing for regenerative medicine in the U.S., and in May
2017, increased its equity interest in PCT to 100% and thus turned it into a consolidated
subsidiary. As this arrangement enables us to absorb PCT’s brand power, production sites,
sales networks, etc., we plan to expand the business of contracted cell manufacturing for
regenerative medicine on a global scale, including Europe and the U.S. In Japan, we have
decided to invest approximately ¥2 billion into the construction of a new contract development and manufacturing facility for regenerative medicine cells, etc. in Yokohama City,
Kanagawa Prefecture, with the plan to start operating the facility on a full scale in FY2018.
Hitachi Chemical Group’s expertise in manufacturing management and quality control
gained in its Life Sciences business and manufacturing technologies in clean rooms acquired through its semiconductor materials business will be combined with PCT’s knowledge to establish technologies to manufacture products with superior quality and high
safety standards in regenerative medicine, a leading-edge medical field, and thereby contribute to better the QOL of patients.

PCT
PCT Cell Therapy Services, LLC
(formerly PCT, LLC, a Caladrius Company)
PCT has technologies and advanced business
operation capabilities relating to the development of manufacturing processes, manufacturing
and testing of regenerative medicine cells, etc.
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For detailed information on the
following, refer to Hitachi Chemical’s website About Hitachi
Chemical News release.
Jan. 12, 2017 Relocating and
Upgrading the Open Laboratory that
Promotes Open Innovation for
Semiconductor Packaging Materials
and Processes
Jan. 27, 2017 Opening of the
“Innovation Center” A place to identify new themes and approaches to
drive innovation with partners

─Open Innovation: A new approach to customers

In November 2016, Hitachi Chemical acquired a 51% equity stake in FIAMM Energy Technology S.p.A., and took over the automotive and industrial lead-acid battery business of
FIAMM S.p.A. in Italy. Particularly, in regards to automotive lead-acid batteries, technologies for lead-acid batteries for vehicles with an Idling Stop System (ISS) that have been accumulated at Hitachi Chemical will be deployed at FIAMM Energy Technology S.p.A. to enhance its product appeal and expand market share in Europe and other major markets.
Furthermore, in July 2017, Hitachi Chemical acquired 100% equity interest in ISOLITE GmbH,
with deployment, manufacturing and sales bases in Germany. The synergy generated by ISOLITE and Hitachi Chemical’s thermal insulation technology will accelerate the development of
insulation parts that meet the market needs of fuel efficiency and environmental soundness.

Our Initiatives

─Accelerating the development and commercialization of products
based on demands for environmental soundness in Europe

For detailed information on the
following, refer to Hitachi Chemical’s website About Hitachi
Chemical News release.
Nov. 28, 2016 Notice Regarding the
Share Acquisition of FIAMM Energy
Technology S.p.A. in Italy
Apr. 27, 2017 Notice Regarding the
Share Acquisition of ISOLITE GmbH, a
Thermal Insulation Manufacturer in
Germany

Our Strategy

For the realization of a better sustainable environment

Innovation Center
The Innovation Center opened in Chiyoda-ku, Tokyo in January 2017. It welcomes not just direct customers but all
stakeholders, including device manufacturers, materials manufacturers,
universities and industry peers, and
pushes beyond Hitachi Chemical’s current business areas to identify new
themes that can lead to new business
opportunities.

At a Glance

We have been promoting Open Innovation in an effort to promptly launch groundbreaking
new products and businesses that exceed the expectations of our customers. Our efforts
include the pursuit of synergy between the state-of-the-art technologies of thirdparties with Hitachi Chemical’s fundamental technologies through joint research and development as well as technology alliances with outside research institutes such as the government,
universities and joint ventures. New Open Innovation projects include an Open Laboratory
for Semiconductor Packaging Materials for the research and development of next-generation semiconductor packaging and processes, as part of our unique initiative to accelerate
to “collaborative creation” with our customers; and the establishment of the Innovation
Center, the focus of which is to seek out new innovation themes for our customers based
on our proprietary technology.

Hitachi Chemical’s
Strength

Aiming to create new and innovative value

Open Laboratory for Semiconductor Packaging Materials
The Open Laboratory was established
ahead of other chemical manufacturers in Tsukuba, Ibaraki Prefecture in
2014. Among other things, Open Laboratory aimed to promote Open Innovation in semiconductor packaging
materials and processes through collaboration with customers, equipment
manufacturers and materials manufacturers. Customers from more than
400 companies visited the Open Laboratory until the end of December
2016. Going forward, the Open Laboratory will be relocated to Kawasaki
City (Shin-Kawasaki area), Kanagawa
Prefecture, which will be accessible
from within Japan and from overseas,
and it is expected to become almost
three times larger than the current laboratory, with operations scheduled to
commence in August 2018.

FIAMM Energy Technology S.p.A.
FIAMM Energy Technology is a company that operates an automotive and
industrial lead-acid battery business
worldwide (excluding China businesses), and has a high market share especially in Europe.
Please refer to P.32 for details on the
company.
ISOLITE GmbH
ISOLITE GmbH is a company engaged
in thermal insulation parts for automobiles, aircraft and other industrial
applications, with development, manufacturing and sales bases in Germany. Please refer to P.32 for details on
ISOLITE GmbH.
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Hitachi Chemical’s Strength

Creating a Corporate Culture for Exploring New Business Directions
Since fiscal year 2014, Hitachi Chemical has been conducting WOW Global Award activities, in which employees are encouraged to engage in friendly competition against
each other, with the goal of creating a corporate culture. We are seeking to realize the
Hitachi Chemical Group Vision and be a company that delivers “wonders” that exceed
the expectations of customers and society.

The WOW Global Awards is one of the two pillars of WOW-BB activities
which were launched at the 50th anniversary of Hitachi Chemical.
WOW-BB activities
Acronym of Working On Wonders Beyond Boundaries Activities. WOW-BB
activities are activities in which all employees participate to realize the Hitachi Chemical Group Vision.

For information on the 10-year
Strategy, please refer to P.25-28.

WOW-BB Activities

“Creating an aggressive
corporate culture”

“Ability to take initiative
and look ahead”

WOW Global
Awards

10-year Strategy

Activities with full employee
participation

2018 Medium-term
Management Plan
Top-down activities

Hitachi Chemical becomes a powerful group with a

Hitachi Chemical’s
5 challenges

❶Discovering potential needs
❷Designing future scenarios
❸Developing the next core technology
❹Becoming a globally competitive firm
❺Building a co-creative work style

Annual Report 2017

challenging spirit that continuously innovates,
building on individual initiatives

In the WOW Global Awards, which is held annually, employees enter of their own volition and
work in teams from launch until judging. Many employee teams participate each year, cutting
across division and company boundaries, to take on Hitachi Chemical’s 5 challenges focusing on
the next 10 years.

08
Final selection
May 26, 2017

WOW Global Awards 2016
Total number of teams entered:

Third selection
March 27, 2017

989 teams

Second selection
February-March 2017

Total number of entrants:

12,600 employees

First selection
December 2016

Awards give out:
Platinum award

Entry
April 2016 onwards

Gold award
Silver award

1 team
3 teams
7 teams

WOW Global Awards
The WOW Global Award celebrates
wonderful challenges in line with “Hitachi Chemical’s five challenges.” The
WOW Global Awards is a process-focused award in which challenges taken on to realize the Hitachi Chemical
Group Vision are screened in terms of
what extent people put words into
deeds and how much these actions
have driven corporate cultural change.

Hitachi Chemical’s
Strength

Source: WOW Global Awards 2016

Proactive Quality Assurance
Applied to customers and business sites worldwide

At a Glance

Loss on return of products
decreased by 94%
7 companies and 178 people from
our customers participated in technical
guidance workshop

Our Strategy

This is an activity that takes on the challenge
of evolving towards “proactive quality assurance” to increase corporate value by preventing defects from arising. We held study meetings on products in the manufacturing division
and performed various activities to boost the
sense of unity among site staff. In addition,
we developed a unique training method for
preventing defects, and made a video showing the mechanism by which defects arise, as
a result of which defects were successfully reduced. Based on these accomplishments, we
expanded these activities from Japanese to
overseas business sites and then to customers,
which led to incredible results: loss on return
of products attributable to handling by customers decreased by a whopping 94%.

Launch of “Webnta”
We conducted marketing with the passion
to create an analysis center preferred by customers, and consequently found that many
customers wanted to see how experiments
are being conducted. This activity takes on
the challenge of creating an environment in
which experiments are made “visible” by
utilizing ICT. After repeated examination,
we collaborated with three Hitachi Group
companies and launched “Webnta,” a webbased analysis center that makes customers
forget about distance. Having developed
the framework for providing an analysis service previously unheard of, this activity is a
step into the future.

Well, I'll
enlarge here.

Hitachi Chemical
Techno Service Co., LTD

Japanese only

March 31, 2017
Launched service

I want to
enlarge
this area.

Customer’s office

ICT
Information and communication
technology

Our Initiatives

Observation of analyses made possible by ICT

Webnta
“Webnta” is a new service that links
the customer’s workplace to the analytical laboratory of Hitachi Chemical
Techno Service Co., Ltd. via the Internet. Even from a remote location customers can make requests on analysis
conditions, scope of measurements,
etc., in real-time during the analysis as
if the analysis is being conducted in
their presence via live streaming over
the Internet.
For detailed information on “Webnta,” refer to the special page on the
website (Japanese only) of Hitachi
Chemical Techno Service Co., Ltd.
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At a Glance

Trends in Management Indicators
Revenue/Operating margin

Net income attributable to owners of the parent/
ROE/ROIC

(Millions of yen)

(%)

600,000

(Millions of yen)

12.0

40,000

9.0

30,000

6.0

20,000

3.0

10,000

(%)

15.0
12.5
10.0

400,000

200,000

0

2011

2012

2013

2014

JGAAP

Revenue

2015

2016 (FY)

7.5
5.0

0.0

0

IFRS

2.5
2011

2012

2013

2014

JGAAP

Advanced Components and Systems Segment
Functional Materials Segment

0.0

2015

2016 (FY)

IFRS

Net income attributable to owners of the parent

Return on equity (ROE)
Return on invested capital (ROIC)

Operating margin
For information on revenue targets, please refer to P.26.

For information on ROE and ROIC targets, please refer to P.26.

FY2011

FY2012

FY2013

473,069

464,655

488,725

526,687

546,468

554,144

Functional Materials Segment (Millions of yen)*2

244,855

245,157

261,179

277,127

269,769

272,994

Advanced Components and Systems Segment

228,214

219,498

227,546

249,560

276,699

281,150

42.4

46.7

51.1

53.6

58.3

58.0

24,495

23,559

36,569

29,226

53,036

53,152

5.2

5.1

7.5

5.5

9.7

9.6

Functional Materials Segment (%)*2

8.2

8.7

9.8

8.5

14.3

16.2

Advanced Components and Systems Segment

1.9

1.0

4.8

2.3

5.2

3.1

Net income attributable to owners of
the parent (Millions of yen)

16,427

18,818

29,464

22,587

38,512

40,186

Net income attributable to owners of
the parent to revenue (%)

3.5

4.0

6.0

4.3

7.0

7.3

Return on equity (ROE) (%)

5.9

6.4

9.9

6.8

10.9

11.1

Return on invested capital (ROIC) (%)

5.7

5.0

8.5

6.0

12.7

12.3

Return on assets (ROA) (%)

3.8

4.1

6.2

4.4

7.1

7.1

Debt/Equity attributable to owners of
the parent ratio (DER) (Times)

0.1

0.2

0.2

0.2

0.2

0.1

45.6

42.1

25.4

33.2

27

28.5

25,680

25,534

26,234

26,920

27,816

28,164

5.4

5.5

5.4

5.1

5.1

5.1

Capital expenditures (Millions of yen)

37,347

46,698

31,935

26,620

32,022

39,859

Cash flows from operating activities (Millions of yen)

42,072

47,931

50,357

34,009

95,069

60,819

Cash flows from investing activities (Millions of yen)

(67,202)

(53,182)

(37,099)

(22,258)

(35,663)

(34,606)

Cash flows from financing activities (Millions of yen)

4,611

(2,867)

(2,374)

(16,874)

(22,123)

(36,476)

Cash and cash equivalents at fiscal year-end (Millions of yen)

76,318

73,978

87,652

88,997

119,988

107,649

(JGAAP)

(JGAAP)

(IFRS*1)

FY2014
(IFRS)

FY2015
(IFRS)

FY2016
(IFRS)

Financial Data
Revenue (Millions of yen)

(Millions of yen)*2

Overseas share of revenue (%)
Operating income (Millions of yen)
Operating margin (%)

(%)*2

Dividend payout ratio (%)
R&D expenses (Millions of yen)
R&D expenses to revenue (%)

*1: Data based on IFRS has been used from FY2013 onwards.
*2: Functional Materials Segment: Electronics materials, inorganic materials, resin materials, printed circuit board materials, etc.
Advanced Components and Systems Segment: Automotive parts, energy storage devices and systems, electronic components, diagnostics/instruments, etc.
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Number of female managerial positions/
Number of female assistant managers/
Proportion of female managerial positions/
Proportion of female assistant managers

Greenhouse gas emissions*6/
Greenhouse gas emissions per
production unit*6
(1,000 tons CO2e)

(Tons CO2e per million yen)

800

2.0

600

1.5

400

1.0

0

2011

2012

2013

2014

2015

2016 (FY)

0.0

(%)

50

5.0

40

4.0

30

3.0

20

2.0

10

1.0

0

2011

2012

2013

2014

Number of female managerial positions
Greenhouse gas emissions

Greenhouse gas emissions per production unit

0.0

2016 (FY)

Number of female assistant managers

Proportion of female managerial positions

For information on targets CO2 emissions, please refer to P.26.

2015

Hitachi Chemical’s
Strength

0.5

200

(Persons)

Proportion of female assistant managers
(Non-consolidated)

For information on proportion of female managerial positions targets
(women under 45 years of age), please refer to P.26.

FY2011

FY2012

FY2013

FY2014

FY2015

FY2016

Revenue of Environmental Conscious
Products to total revenue (%)*5

71

66

70

74

69

1.23

0.46

0.62

0.61

0.50

0.67

9,481

9,043

8,630

9,369

8,497

10,312*7

Greenhouse gas emissions (1,000 tons CO2e)*6

446

474

495

541

482

590*7

Greenhouse gas emissions per production unit

1.17

1.27

1.43

1.40

1.32

1.41*7

–

–

–

100

99

Environmental investment (Billions of yen)
Energy consumption (TJ)

*6

(Tons CO2e per million yen)*6

CO2 emissions per unit of sales
(Percentage relative to FY2014) (%)*8

101
*9

9,725*7

12,537

11,371

10,970

10,672

9,311

531

518

506

577

519

725*7*10

Number of participants in chemical
substance management training (Persons)

–

–

710

374

400

460

Number of supplier audits (non-consolidated)

–

96

89

73

137

162

16,713 (5,868)

17,732 (6,963)

Proportion of female managerial
positions (non-consolidated) (%)

1.1

1.8

1.9

2.0

2.7

3.1

Proportion of female assistant managers
(non-consolidated) (%)

1.9

2.2

2.6

3.8

2.9

2.6

–

1,752

2,370

2,394

1,506

960

Accident frequency rate (Japan, consolidated)

0.15

0.25

0.34

0.09

0.10

0.15

Accident severity rate (Japan, consolidated)

0.009

0.011

0.003

0.001

0.007

0.001

42

77

71

72

73

34

1,288

1,774

2,072

3,137

3,350

4,110

1,657 (816)

1,451 (724)

1,392 (727)

1,452 (651)

1,493 (576)

1,557 (642)

4,245 (2,040)

4,545 (2,174)

4,988 (2,406)

5,501 (2,518)

Social contribution expenditure (Millions of yen)

90

111

103

107

Number of Directors (including Outside/
Female/Foreign Directors) (Persons)*12

8 (4/0/0)

7 (4/0/0)

8 (5/1/0)

9 (6/1/1)

Water consumption (1,000 m )
3

*6

Volatile organic compound (VOC) emissions (Tons)*6

(Companies)

Number of employees (outside Japan) (Persons)

Number of participants in BCP*11
management simulation training (Persons)
Number of participants in compliance
training (Persons)
Number of patent applications
(outside Japan) (Applications)
Number of patents held
(outside Japan) (Patents)

19,117 (9,920) 20,043 (10,922)

Our Initiatives

Number of participants in Global
Coaching Program (Persons)

18,149 (7,530) 19,499 (10,207)

Our Strategy

68

At a Glance

ESG Management Data*4

6,429 (2,999) 6,870 (3,082)
138 *9
9 (6/1/1)

159
11 (5/1/2)

*4 : For the scope of the third-party assurance of environmental and social data, please refer to P.02.
*5 : We have revised the definition from “ECO-products” until FY2015, and we have newly indexed the ratio of revenue of “Environmental Conscious Products.”
*6 : Data covers major production sites.
*7 : The number of sites and companies have been changed to 42 sites at 24 companies in FY2016. http://www.hitachi-chem.co.jp/english/csr/stakeholder/environment/plan-3rd.html
*8 : Data covers major domestic production sites. *9: The figure of FY2015 has been revised due to the data review. *10: Selected substances have been added.
*11: Business Continuity Plan *12: Non-consolidated basis. As of the end of June of every fiscal year, 11 persons (5/1/2) as of the end of June 2017.
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At a Glance

Highlights of Fiscal Year 2016

Functional
Materials Segment
Revenue

Advanced
Components and
Systems Segment
Revenue

49.3%

273.0 billion yen

50.7%

(101% of previous year’s level)
Operating income
44.2 billion yen
(115% of previous year’s level)

281.2 billion yen

(102% of previous year’s level)
Operating income
8.8 billion yen
(61% of previous year’s level)

Number of employees

36.8%

Number of employees

7,373 people

63.2%

(101% of previous year’s level)

12,670 people

FY2016

(107% of previous year’s level)
Revenue of automotive components,
namely, molded plastic products,
friction materials and powder metal
products, decreased due to such factors as the impact of exchange rates,
despite the rise in revenue associated
with the launch of new projects.
Revenue of automotive batteries,
industrial batteries and systems increased due in part to FIAMM Energy
Technology S.p.A. (Italy) becoming a
consolidated subsidiary. Revenue of
capacitors decreased due to the fall
in demand for capacitors for wind/
photovoltaic power generation.

Revenue of die bonding materials for
semiconductors increased due to the
rise in demand for SSDs*, etc., while
revenue of carbon anode materials
for lithium ion batteries targeted at
environmentally-friendly cars increased.
Revenue of anisotropic conductive
films decreased due in part to the impact of exchange rates, despite the
increase in revenue of those targeted at
smartphones. Revenue of copper-clad
laminates for smartphones and ICT
infrastructure increased. Revenue of
photosensitive dry films for printed
wiring boards decreased due to such
factors as the impact of exchange rates.

Revenue and number of
employees by segment

*SSD: Solid State Drive

Die bonding films

Molded plastic rear
door module

Carbon anode materials
for lithium ion batteries

Small storage batteries

Copper-clad laminates
for printed wiring boards

Notable events at Hitachi Chemical over
the past year highlighted in news releases (excerpts) (Please also see P.05-06)
May 20, 2016

June 1, 2016

“YUYU Ogasawara Academy”
Held at Sumida Aquarium to
Teach Children about
World Natural Heritage Site
“Ogasawara Islands”
(Japanese only)

The New Low Transmission Loss/Low CTE Multilayer
Material “MCL-HS100” for Next-generation High
Frequency Applications Wins the 12th JPCA Award

May

May 17, 2016

Introducing the Nextgeneration Lead-acid Battery
“Tuflong G3” for Vehicles with
an Idling Stop System

Annual Report 2017

Acquiring a Basic Patent
on the Development
Technology of CMP
Slurries

June 8, 2016

Regarding the Decision to Maintain
the Basic Patent on the Development
Technology of Liquid Encapsulants

2016
April

July 12, 2016

June

July

August

September

May 31, 2016

July 26, 2016

A Local Energy Production and
Consumption Demonstration
System Begins Operation in
Germany, the World’s Leading
Renewable Energy Country

Lead-acid Batteries for Wind Power
Generation Systems with Output
Stabilization Delivered to
the Kazenomatsubara Wind Power
Station in Akita Prefecture
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Other
Revenue

12.7%

70.1 billion yen

(115% of previous year’s level)

Japan
Revenue

Number of employees

42.0%

(276% of previous year’s level)

(102% of previous year’s level)

232.9 billion yen

1,639 people

Number of employees

45.5%

FY2016

9,121 people

(99% of previous year’s level)

At a Glance

Revenue and number of
employees by region

Asia
Revenue

Hitachi Chemical’s
Strength

8.2%

45.3%

251.2 billion yen

(97% of previous year’s level)

Number of employees
Our Strategy

46.3%

9,283 people

(100% of previous year’s level)

December 21, 2016

December 26, 2016

Development of
Network of Basic
Patents for Technology
to Develop White
Epoxy Molding
Compounds for LED
Packages (Japanese only)

Launching Mass Production
and Sales of Quantum Dot
Film that Realizes a Wider
Color Gamut in 4K and 8K TVs

About Hitachi Chemical

News Release.

March 23, 2017
March 15, 2017

Notice Regarding the Particlealigned Anisotropic Conductive
Film (PAL-ACF) with Fine Pitch
Circuit Connections Adopted for
Large Flat Panel Displays

Selected for FY2016
“Nadeshiko Brands”
(Japanese only)

Our Initiatives

For news releases, refer to Hitachi Chemical’s website

2017
October

November

December

November 2, 2016

Joining “IkuBoss
Alliance” and Promoting
“Work Life Innovation”
(Japanese only)
October 7, 2016

Selected for the DJSI Asia Pacific, a
Socially Responsible Investment (SRI)
Index, for Eight Years in a Row

January

February

March

March 17, 2017

Smart Grid
Demonstration Project in
Poland to Improve Power
System Protection in
Case of High Penetration
of Renewable Energy

March 23, 2017

Launch of ICT-utilizing Contract
Analysis Service “Webnta”
(Japanese only)
March 21, 2017

Large-scale Hybrid Battery
System Demonstration Project
to Launch in Germany

Annual Report 2017
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Our Strategy—Top Message

President and
Chief Executive Officer
Hisashi Maruyama
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Hitachi Chemical’s
Strength

Further promoting changes to
how we compete and creating
continuous innovation in order to realize
“where we want to be in ten years’ time”

For information on the 2018 Medium-term Management Plan, refer to
P.25-28.

For information on “where we want
to be in ten years’ time,” refer to
P.25.

Our Initiatives

For information on “Management
Message Looks to the Future,” refer
to P.21-22.

Our Strategy

The 2018 Medium-term Management Plan (from FY2016 to FY2018) was formulated by determining “where we want to be in ten years’ time” first and
backcasting from that specific point. “Where we want to be in ten years’ time”
in this context was envisioned to realize the Hitachi Chemical Group Vision, an
expression of what Hitachi Chemical aims to be, which was born from discussions that took place at the 50th anniversary of Hitachi Chemical’s foundation.
Let me remind you what we will be aiming for in the next 50 years, and our
passion for the future of Hitachi Chemical.
The 50th anniversary of Hitachi Chemical in 2012 served as an opportunity
for us to hold a “communication workshop” to share what we aim to be in 50
years’ time with the entire workforce of the Group. To begin with, all Executive
Officers engaged in a series of discussions on the past, present and future of
Hitachi Chemical and summarized them in the form of “Management Message Looks to the Future,” shared it with employees worldwide, and made each
employee think how we should act from here onwards based on his/her own
understanding through the workshop. This is because we wanted it to serve as
the springboard for the management team and all employees to work as one to
take on challenges for the next 50 years.
The Management Message was “expand our business beyond “Chemical”
to create value for the future.” From here on, there is no need to be fixated on
this domain called “Chemical.” However, we will stick to this field called “Materials,” which is in our DNA. I believe we have been able to share with everyone
our passion to expand our business domains from this field into systems and services, and even from BtoB into BtoC. Based on these discussions, we established
the Hitachi Chemical Group Vision to portray what Hitachi Chemical aims to be.
What we also realized in this process is that the conventional method of formulating medium-term management plans had given priority to performance
targets in the near term and failed to create plans from a long-term perspective, including the direction we wish to pursue in the future and what kind of
entity we are aspiring to be. That said, 50 years is too long of a time period for
this context. We therefore held discussions on “where we want to be in ten
years’ time.” For this, the 10-year Strategy serves as a roadmap in order to reach
the decided destination. Additionally, we decided to formulate a Medium-term
Management Plan for the three-year period in consideration of the discussions.

At a Glance

2018 Medium-term Management Plan
stemming from discussions at the 50th anniversary

For information on the 10-year
Strategy, refer to P.25-28.

Annual Report 2017
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Our Strategy—Top Message

What became evident
by changing how we compete
A year has passed since the launch of the 2018 Medium-term Management Plan. I
believe the process of envisioning where we want to be in the future and formulating strategies to achieve that has become widely accepted within the organization.
To achieve the targets set forth in the 10-year Strategy, we will review the Medium-term Management Plan every three years and execute milestone management.
What is also different from before is that we have described our business activities
not only in terms of fulfilling financial indicators but also in terms of being beneficial
in resolving social issues in reference to the values we wish to realize, i.e., “quality
of life (QOL) improvement” and “realization of a Sustainable environment.” We
wanted to make the Medium-term Management Plan capable of explaining that
the work performed by each and every employee is linked to social issues, or put
differently, Hitachi Chemical’s business activities are contributing to society through
the creation of value.

For product examples relating to
“Improve Quality of Life (QOL)” and
“Realize Sustainable Environment,”
refer to the initiatives of key businesses on P.29-36.

A year in which seeds for growth were steadily sown
At Hitachi Chemical, “where we want to be in ten years’ time” is to be “a globally
developing innovative solutions beyond the boundaries of chemistry, with advanced
functional materials as core and extending to devices, systems and services.” We are
seeking to become a company that generates a stable operating margin exceeding
14%. The first stage of this process is the 2018 Medium-term Management Plan,
in which the key strategies are specified as the development of global top share
businesses by the Niche and Cluster Strategies, the establishment of new business
centering on Open Innovation through collaborative creation with stakeholders,
and the strengthening of the management base that provides underlying support
to such efforts. The operating margin target is 11%. We are executing alliances
and M&As that absorb outside resources and are proactively making investments in
growth fields.
While we will conduct a more detailed analysis on what kind of effects such measures have had in specific terms, I believe the original targets have more or less been
achieved for fiscal year 2016—the first year of the 2018 Medium-term Management
Plan. Despite an extremely strong yen, we posted higher revenue and profits, driven
by the expansion of businesses in growth fields, the continuous reduction of costs
and the success of measures including M&As.

For information on Open Innovation,
refer to P.41.

For progress on the 2018 Medium-term Management Plan, refer to
P.26-28.
For information on M&As in detail,
refer to the initiatives of key businesses on P.29-36.

2018 Medium-term Management Plan Targets
Revenue
FY2016 result

554.1
billion yen

Up 1.4 %
year on year

Annual Report 2017

FY2017 forecast

610

billion yen

Operating Margin
FY2018 target

CAGR

7–8 %

Target from
FY2015 to FY2018

FY2016 result FY2017 forecast FY2018 target

9.6 %

9.5 %

11 %
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Hitachi Chemical’s
Strength
Open Laboratory
The Open Laboratory was established
ahead of other electronic materials
manufacturers with the aim of promoting Open Innovation in semiconductor packaging materials and processes, among others, through
collaboration with customers, equipment manufacturers and materials
manufacturers. The new Open Laboratory for Semiconductor Packaging
Materials is scheduled to start operating in August 2018.

Our Strategy
Our Initiatives

On the other hand, what turned out to be most regrettable for us in fiscal year 2016
is the delay in the launch of new products and the poor performance of some highend products. While intensified competition over the past few years has led to increased commoditization of electronics-related products that had maintained a high
profit margin, the release of new next-generation products has been slow. Having
been appointed to President at such time, my mission is to overcome this situation
and put Hitachi Chemical on a new growth trajectory.
Hitachi Chemical is not unique in companies that are having difficulty in envisioning growth as an extension of their traditional operations, so in that sense, at
no other time has innovation ever been a greater requirement than it is today. At
present, we are working on building a new business model by promoting Open
Innovation through collaborative creation with customers, clients, industry peers,
research institutions and other external parties.
Specifically, in addition to absorbing outside resources through alliances and
M&As, a different approach, i.e., our Open Laboratory Strategy in the semiconductor packaging materials business has started to gain traction. Many customers
have visited the Open Laboratory to date; in addition to advances made in the development of many next-generation materials, there have even been the cases in
which the certification period was shortened to one-third of the original period.
In response, we have decided to relocate the Open Laboratory to Kawasaki City,
Kanagawa Prefecture (Shinkawasaki area), which is easily accessible by a wide range
of domestic and overseas partners. It will be approximately three times bigger in
scale, and substantial enhancements will be made to the facilities including introducing state-of-the-art semiconductor packaging equipment. The Open Laboratory
is due to open in August 2018, and is expected to play a significant role not only as
a venue for collaborative creation with customers as well as other companies in the
industry but also as a strategic base for the functional materials business.
In January 2017, we opened the Innovation Center near Tokyo Station as a place
for customers, suppliers, equipment manufacturers and research institutions including
universities to explore new innovation agendas and examine ways to realize innovation. The Innovation Center has been visited by many more customers than expected,
and has already started showing its broad business potential. For example, it has already received inquires from major manufacturers seeking advice on specific development projects. Through such efforts, we intend to bring forth new agendas beyond
Hitachi Chemical’s existing business domains to help create new businesses.

At a Glance

Making a breakthrough by continuous innovation
based on a diverse range of resources

Innovation Center
A facility to introduce technology
through experiential exhibits and to
explore new co-create innovation for
the future.

Annual Report 2017
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Our Strategy—Top Message

Far-sighted financial strategies to
stabilize management base
Expanding business scale to
contribute to stable management

For information on the investment
strategies including alliances and
M&As, refer to P.05-06, 27, 29-36.

For detailed information on capital
expenditures, refer to P.27.

For ROIC of each business (excluding
Life Sciences), refer to P.29-34.

Annual Report 2017

In order to build a stable business foundation that is insusceptible to changes in
the environment, we need to quickly expand our revenue to the level of 700 billion
yen. It is also necessary to generate a stable two-digit operating margin. To achieve
this, we will proactively implement financial strategies by utilizing our financial base,
which is currently in a healthy state.
The 2018 Medium-term Management Plan sets forth policies to form alliances
and execute M&As with large-scale transactions on the scale of 100 billion yen in
mind, in addition to making plant and equipment investments aggressively focusing
on growth business sectors. In fiscal year 2016, Hitachi Chemical acquired multiple
businesses through M&As. We also have deals that are currently in the process of
negotiation. Going forward, we will continue to proactively acquire new businesses
by distinguishing transactions that translate into growth.
In fiscal year 2016, our capital expenditures were in the amount of 39.9 billion
yen. In fiscal year 2017, we plan to substantially increase the amount to 60 billion
yen, mainly due to investments in the relocation of the Open Laboratory, the generation of synergies with group companies that have newly become consolidated
subsidiaries, the construction of facilities for contracted manufacturing of regenerative medicine cells and “Work Life Innovation” in indirect operations (such as IT
investments). Needless to say, these investments would be meaningless if they do
not lead to the growth of businesses, but taking a look at Hitachi Chemical’s stock
price trends, I believe M&As and other developments at Hitachi Chemical over the
past year has made the stock market see how serious we are.
Efficient utilization of funds is a key responsibility of the top management. As
the criteria for determining efficiency, we have set our eyes on Return On Invested
Capital (ROIC). ROIC is an index that indicates how efficiently invested capital is generating profit, and it does not lie. We basically do not invest in projects that generate
ROIC below the industry average or less than the amount of capital cost.
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For detailed information on the
dividend, refer to P.28.

At a Glance

“Aggressive” ESG management to tackle social issues
For detailed information on materiality analysis, refer to P.21-22.

For the review of ESG efforts in
FY2016 and measures for FY2017,
refer to P.28, 37-46.
CSV
Creating Shared Value

Our Strategy

SDGs
United Nations “Sustainable Development Goals”

For detailed information on the
Carbon Management Strategy, refer
to Hitachi Chemical’s website
About Hitachi Chemical CSR
Environmental Report Environmental Performance Minimizing
the Environmental Impact of Our
Business Activities.

Our Initiatives

Environmental, social and governance (ESG) management used to give a strong impression of having “defensive” aspects in terms of meeting social requirements.
Recently, however, this perception has been changing dramatically among society,
shifting towards its “aggressive” aspects that translate into higher corporate value.
In this context, Hitachi Chemical conducts materiality analysis to recognize issues
not only with stakeholders but also in its business operations, and engages in ESG
management in both aggressive and defensive terms. We are also enhancing ESG
efforts based on the key performance indicators (KPIs) we have set forth in the 2018
Medium-term Management Plan with respect to two items, including the reduction
of CO2 emissions. Furthermore, we have launched an in-house CSV project based
on our approach to achieve business growth while resolving social issues, including
from the perspective of SDGs.
As for CO2 emissions, we are engaging in activities to minimize environmental
impact by setting emissions reduction targets under the 2018 Medium-term Management Plan. In fiscal year 2016, however, CO2 emissions increased in conjunction with
the expansion of business scale and for other factors, and CO2 emissions per unit of
sales worsened at some business sites. Although Hitachi Chemical has been proactively working on reducing CO2 emissions and raising awareness within the organization through the introduction of a unique Carbon Management Strategy, we regret
that our policy could not penetrate all corners of our operations during the process of
expanding business on a global scale. For the future, we will strengthen countermeasures at our business sites where CO2 emissions per unit of sales have deteriorated.

Hitachi Chemical’s
Strength

In regard to raising funds from capital markets, our basic rule for the time being is
to use internal reserves as the source of financing. That said, in consideration of the
current financial environment in which negative interest rates are expected to continue, to ensure solid business growth, it will be necessary to consider raising funds
from capital markets as one of the options.
With respect to shareholder returns, our basic policy is to pay stable dividends targeting a dividend payout ratio of around 30%. In fiscal year 2016, we increased the
annual dividend by 5 yen from the previous fiscal year to 55 yen. In fiscal year 2017,
we have our sights set on increasing the annual dividend by another 5 yen to 60 yen.
Of note, the Hitachi Chemical Corporate Governance Guidelines announced in
fiscal year 2015 set forth our basic stance not to have any cross-shareholdings that
do not contribute to higher corporate value. Shares that failed to meet the Guidelines were sold during fiscal year 2016.

2018 Medium-term Management Plan Targets
Return on Invested Capital (ROIC)

Return on Equity Attributable to
Owners of Parent Ratio (ROE)

FY2016 result

FY2018 target

FY2016 result

FY2018 target

12.3 %

15 %

11.1 %

12 %
Annual Report 2017
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Our Strategy—Top Message

ESG management: A strategy to
realize higher corporate value
LCA
Life Cycle Assessment

In fiscal year 2017, we will push ahead with initiatives to reduce environmental
burden through LCA, which has already been implemented with respect to some
products. We will expand the scope of products subject to LCA, identify and reduce
the environmental burden in the value chain as a whole, and develop it into a groupwide initiative in the medium and long run.

Pursuing further growth by deepening
communication and logical thinking

For information on the promotion of
diversity and inclusion, refer to P.38.

Nadeshiko Brands
For “Nadeshiko Brands,” companies
that excelled in promoting the active
participation of women including developing an environment for women
to continue working were selected on
an industry-by-industry basis from
among companies listed on the First
and Second Sections of the Tokyo
Stock Exchange, Mothers and JASDAQ
as of September 30, 2016. In addition
to scores given for “women’s career
promotion,” “support for work-family
balance” and other such measures to
promote the active participation of
women, financial performance (ROE)
is also a factor subject to evaluation.

Hitachi Chemical has been placing greater importance on diverse points of view in
the course of proactively expanding on a global scale. We believe that diversity and
inclusion is an important management strategy for the Group to absorb diverse
viewpoints.
Hitachi Chemical’s slogan is to build a “culture of dialogue and taking on challenges.” A key factor of success that supports the growth of a company is deeper
communication. When people with various points of view confront each other and
engage in repeated dialogue, it gives rise to deeper understanding and creates new
values. A company cannot make progress without this. The fact that I have been
appointed to be in charge of the management of Hitachi Chemical—despite not
having an engineering background or any experience in working at a factory—may
be attributed to diversity and inclusion. You must make a logical judgment of dialogues and the information they convey. You must determine whether or not the
information or outcome derived from dialogues is rational, whether it was derived
after sufficient discussions with everyone, and whether it is not absurd in light of social norms. I believe this is the management tool that will bring about further growth
while preventing the Company from going in the wrong direction.
As part of promoting diversity and inclusion, we are implementing various measures for promoting career opportunities for women as well, in terms of system,
environment and awareness. Having been highly rated for such efforts, we were
selected for “Nadeshiko Brands” by the Ministry of Economy, Trade and Industry,
and the Tokyo Stock Exchange, Inc. as a company excelling in the promotion of active participation of women in fiscal year 2016. While we are extremely honored to
have received this title, many issues still remain. In fiscal year 2017, we will accelerate
the change in mindset within the organization, develop an environment to train,
produce women candidates for management positions, and enable them to play an
active role, in order to evolve into a company that is highly rated both in name and
in substance.

Engaging in management from an outsider’s point of view

For examples of proposals in fiscal
year 2016, refer to P.44.

Annual Report 2017

The Board of Directors of Hitachi Chemical, which is subject to application of the
Corporate Governance Code, reviewed its Basic Management Policies in 2015 and
stipulated the Hitachi Chemical Corporate Governance Guidelines in the same year.
In order to execute management in the interests of shareholders and all other stakeholders in practice, we are striving to enhance corporate governance on an ongoing
basis in accordance with the Guidelines. Accordingly, lively discussions are taking
place at meetings of the Board of Directors on many proposals that help increase
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“Working On Wonders” is Hitachi
Chemical’s declaration to continue
creating wonders through the development of innovative technologies
and products for customers, shareholders, business partners and local
community members.

Our Initiatives

For the Hitachi Chemical Group
Vision, refer to P.02.

Our Strategy

What I would like to say to stakeholders boils down to one phrase: “Working On
Wonders.” This phrase, which explains the Hitachi Chemical Group Vision in a
nutshell, is our declaration to create new value and make “WOW (wonders)” a
reality for stakeholders.
“We were able to resolve such-and-such issue only because of Hitachi Chemical products.” “The impossible became possible purely due to Hitachi Chemical’s
technology.” “What we could not do previously became a reality thanks to Hitachi
Chemical.” Hitachi Chemical’s vision is to continue providing society with “wonders” that exceed expectations as reflected in such comments. We will continue
providing new value to society by growing ourselves into the future.

For information on the capacitorrelated cartel case, refer to P.46.

At a Glance

“Wonders” beyond expectations

Hitachi Chemical’s
Strength

Hitachi Chemical’s corporate value.
In fiscal year 2016, the number of Independent Outside Directors was increased
in an effort to further strengthen governance functions. We are appointing a diverse
range of Outside Directors in terms of nationality, gender, and other criteria, so that
suggestions from diverse viewpoints can be reflected in management at all times. As
members of the Audit Committee, Independent Outside Directors audit all Group
companies including those overseas and give detailed suggestions to them. As measures for fiscal year 2017, we have started establishing processes for selecting and
training candidates for successors to management for the next period.
On the other hand, in regards to the strict enforcement of compliance, our
capacitor-related cartel case is still pending at present: we are implementing recurrence prevention measures in a thoroughgoing manner across the entire Group so
that such incidents will never arise again. If a compliance problem arises, we may
face a situation where the survival of our business is put at risk in the worst case
scenario due to monetary loss, tarnished brand, etc. While it is important to establish a system to stringently enforce compliance with laws and regulations, it is also
crucial for the top management to take the initiative and reiterate the importance
of compliance. I am endeavoring to call attention and raise awareness in relation
to compliance at meetings of the Group Environment and CSR Committee held on
a quarterly basis, as well as by sending out various messages.

2018 Medium-term Management Plan Targets
CO 2 Emissions* 1

Proportion of Female
Managerial Positions* 2

FY2016 result

FY2018 target

FY2016 result

FY2018 target

101 %

96 %

11.6 %

12.0 %

*1: P er unit of sales compared to the FY2014 results (major domestic production sites)
*2: Non-consolidated, under age of 45
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Our Strategy

Strategy Development Process
Backcasting from “where we want to be in ten years’ time”
In fiscal year 2015, as a first step towards the next 50 years, we outlined our “where we want to be in ten
years’ time” and settled on the 10-year Strategy to implement it. Backcasting from there, we formulated
our 2018 Medium-term Management Plan. We regularly conduct gap management on the progress of this
three-year medium-term management plan and review the annual plan. We also conduct materiality analysis every three years and reflect it in our medium-term management plan.
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For information on “communication workshop,” refer to
Hitachi Chemical’s website
About Hitachi Chemical
CSR Social Report
Engagement with Stakeholders Stakeholders’
Dialogue “Moving Ahead
the Next 50 Years.”

For the Hitachi Chemical
Group Identity, refer to P.02.

2013

Creation of Management Message
Looks to the Future

Formulation of Hitachi Chemical Group
Vision and Launch of WOW-BB Activities

In 2012, at the 50th anniversary of Hitachi
Chemical, we held a communication workshop in which the entire Group workforce
could participate, in order to encourage all
employees to participate in management.
We summarized “What will Hitachi Chemical
be aiming for over the next 50 years and how
will it face up to those aims?” in the form of
Management Message Looks to the Future
and shared it with all employees.

In order to fulfill the Management Message
Looks to the Future, we further engaged in a
series of discussions in fiscal year 2013, and
as a result, reviewed the existing Hitachi
Chemical Group Vision and established the
Hitachi Chemical Group Identity comprised
of our Mission, Values and the Hitachi Chemical Group Vision.
We also launched Working On Wonders
Beyond Boundaries (WOW-BB) activities in
fiscal year 2013 toward making the Hitachi
Chemical Group Vision a reality. WOW-BB activities consist of two pillars: the WOW Global
Awards; and the 10-year Strategy.

Management Message Looks to the Future
What will Hitachi Chemical be aiming for over
the next 50 years and how will it face up to those aims?

For WOW-BB activities, refer
to P.07-08.

Our Business
EXPAND our business beyond “Chemical”
to create value for the future

Our Value
DISCOVER the world’s future needs,
EXCEED our customers’ expectations
INTEGRATE our knowledge and technical expertise in
materials to meet our customers’ needs

Our People
Stay INNOVATIVE to
keep ahead of fast-changing markets

Our DNA
Hitachi Chemical’s DNA =
Pioneering Spirit, Flexible, Customer-centric
– Innovation is a never-ending cycle –

Annual Report 2017

WOW-BB
“Creating an
Activities
aggressive
corporate culture”

WOW
Global Awards
Activities with full
employee participation

“Ability to take
initiative and
look ahead”

10-year Strategy
2018 Medium-term
Management Plan
Top-down activities
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At a Glance

2015

Issue identification

Step 2

Priority evaluation by
Executive officers

Step 3

Management team approval

•Analyze ESG trends both domestically
and abroad, and identify key issues
relevant to our business strategy
•A ssessment of identified issues by
external experts

Very High

4
3 1

14

36

23
25 24 19 17
33 30 2627
20
34 31
22
32 2928
35

16
18
21

5
8
13 12
9 7
15 11
10

For Hitachi Chemical’s
Materiality, refer to Hitachi
Chemical’s website About
Hitachi Chemical CSR
Governance and CSR
Management Hitachi
Chemical’s Value Creation
and Materiality.

<Key issues>
1 Creating new businesses and
products
2 Augmenting global business
expansion
3
Resolving customer and social issues by strengthening
marketing capabilities
4 Development of technologies
and products that help resolve social issues
5
Swift decision-making and
resolution of customer issues
by promoting localization
There are 36 issues, including
the above (please refer to our
website).

Our Initiatives

For the 10-year Strategy and the 2018 Medium-term
Management Plan, refer to P.25-28.

Step 1

Importance to Stakeholders

In fiscal year 2015, in order to realize the Hitachi Chemical Group Vision, we conceived a
hypothetical future with a long-term outlook
in our “where we want to be in ten years’
time,” and then formulated the 10-year
Strategy for its actualization. By defining
“Improve Quality of Life (QOL)” and “Realize
Sustainable Environment” as the “values” to
be realized by Hitachi Chemical through its
businesses, we are seeking growth that is not
just an extension of our traditional operations.
Backcasting from the time at which the
10-year Strategy would have been fulfilled,
our destination in three years’ time is presented in our 2018 Medium-term Management Plan. We will endeavor to create value
by strengthening our global business and
management base. We are also making efforts in the field of environmental, social and
governance (ESG) activities by setting quantitative targets for CO2 emissions and female
managerial positions.

Hitachi Chemical conducts materiality
analysis based on which priorities are
identified and utilized in management. In
conjunction with the formulation of the
2018 Medium-term Management Plan,
we performed a materiality review in accordance with the following steps in fiscal
year 2015. We plan to conduct materiality
analysis again in fiscal year 2017, for the
next medium-term management plan.

Our Strategy

Formulation of 10-year Strategy and
2018 Medium-term Management Plan

Hitachi Chemical’s Materiality

2
6

Very High

High

Importance to Business
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Our Strategy

Value Creation Process
To realize the Hitachi Chemical Group Vision, Hitachi Chemical is refining its core competencies and creating
a wide range of technologies. Driven by this, we will implement “Working On Wonders” through our four
businesses and provide value to stakeholders in terms of “Improve Quality of Life (QOL)” and “Realize Sustainable Environment.”

Input
Hitachi Chemical’s strengths

Intellectual and Human Capital
Extensive, in-depth know-how that
straddles organic and inorganic
chemistry amassed through four
original products, core technologies
P.03-04

What the Hitachi
Chemical Group
aims to be

Diverse human resources that bring
about innovation and solutions
P.38

Globally-active human resources
“World Class Professional” P.39
“WOW-BB activities” to create
“wonders” in the form of products and
services that exceed the expectations of
society and customers
P.07-08

Hitachi Chemical
Group Identity

HC-Way of R&D
Continue to outcompete
globally through
the creation of
new business
(i.e., innovation)

Core Competencies
P.03

Various Core
Technologies
+
Business
Conceptualization Ability

P.02

Social and Relationship Capital
Alliances/M&A to realize dynamic
growth
(Acquisition of technologies and
business bases from outside)
P.05-06, 27, 29-36

Innovation Center: A new place for
marketing to accelerate the birth of
innovation
P.06
Open Laboratory: A new research and
development approach involving
customers, equipment manufacturers
and material manufacturers P.06

HC-Way of
Production
Meet various customers’
requirements without fail
by promptly providing
solutions

Analysis of Risks and
Opportunities

For other indicators, please refer to P.09-10.
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Output
Output

Business
Business
Design
Design
Creation
Creation
of business
of business
opportunities
opportunities

Outcome
Outcome
Value
Value
provided
provided
to to
stakeholders
stakeholders

Financial
Financial
Results
Results

P.25 P.25

P.29 P.29

image
withwith
customers
image
customers

P.35 P.35

Return
Return
on Invested
on Invested
Capital
Capital
(ROIC)
(ROIC)

12.312.3
% %
ReturnReturn
on on
EquityEquity
Attributable
Attributable
to to
owners
owners
of Parent
of Parent
Ratio Ratio
(ROE)(ROE)

11.111.1
% %

Social
Social
andand
Environmental
Environmental
Impact
Impact
(FY2016)
(FY2016)

Reduction
Reduction
of CO
of2 CO2
emissions
emissions
aimed
aimed
at preventing
at preventing
global
global
warming
warming

101101%

1
1
CO2 emissions*
CO2 emissions*
%

Promotion
Promotion
of diversity
of diversity
and and
inclusion
inclusion
as part
as part
of management
of management

Customers
Customers
and and
Clients
Clients

Employees
Employees

Society
Society

Government
Government
and Public
and Public
Administration
Administration

Global
Global
Environment
Environment

Our Initiatives

that that
can discuss
idealideal
future
can discuss
future

9.6 9.6
% %

Our Strategy

Become
a person
(group)
Become
a person
(group)

Life Sciences

P.37 P.37

P.33 P.33

HC-Way
HC-Way
of of
Marketing
Marketing
andand
Sales
Sales

Life Sciences

ESG ESG
Management
Management

P.31 P.31

Energy Storage
Devices and
Systems
Energy
Storage
Devices and
Systems
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Automotive
Products
Automotive
Products

ofaRy&of R&
HC-WHaCy-W
D D

Operating
Operating
Margin
Margin

Shareholders
Shareholders
and and
Investors
Investors

At a Glance

P.25 P.25

554.1
554.1
billionbillion
yen yen

Improve Quality of Life (QOL) and Realize Sustainable Environment

2018 2018
Medium-term
Medium-term
Management
Management
Plan Plan

Revenue
Revenue

Improve Quality of Life (QOL) and Realize Sustainable Environment

Functional
Materials
Functional
Materials

10-year
10-year
Strategy
Strategy

(FY2016)
(FY2016)

Hitachi Chemical’s
Strength

Products
Products
and and
services
services

Proportion
Proportion
of female
of female
2
2
managerial
managerial
positions*
positions*

11.611.6
% %
Materiality
Materiality
Analysis
Analysis
P.22 P.22

Forecast
Forecast
of Macro
of Macro
Environment
Environment

*1: Per*1:
unitPer
ofunit
salesofcompared
sales compared
to the FY2014
to the FY2014
results results
(major (major
domestic
domestic
production
production
sites including
sites including
those of
those
Group
of Group
companies)
companies)
*2: Non-consolidated,
*2: Non-consolidated,
under age
under
of age
45 of 45
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Our Strategy

10-year Strategy and
2018 Medium-term Management Plan
In order to realize the Hitachi Chemical Group Vision, we conceived a hypothetical future with a long-term outlook in our “where we want to be in ten years’ time,” then formulated the 10-year Strategy for its actualization
and the 2018 Medium-term Management Plan for efforts to be made in the first three-year period, based on
which various measures are being taken to achieve the targets from fiscal year 2016 to fiscal year 2018.

10-year Strategy
For materials explaining our 10-year
Strategy, refer to Hitachi Chemical’s
website Investor Relations IR
Library Presentation Materials
FY2015: Medium-Term Management Plan and Consolidated
Results for the Fiscal Year Ended
March 31, 2016. Information on
the following is available.
1. Key Businesses Going Forward
2. Long-term Growth Milestones
3. C
 hange How We Compete,
Reflecting Changes in Business
Climate
4. Promotion of ESG Management

Where We Want to Be
in Ten Years’ Time
A globally developing innovative solutions
beyond the boundaries of chemistry,
with advanced functional materials as core
and extending to devices, systems and services

2015

2025 Growth Target

A globally active innovator providing high value-added
solutions unattainable by other companies, demonstrating
performance that will prevail in global competition
Operating margin:

14

%+

2018 Medium-term Management Plan
For materials explaining and progress
on our “2018 Medium-term Management Plan,” refer to Hitachi Chemical’s website Investor Relations
IR Library Presentation
Materials FY2016: MediumTerm Management Plan Progress
Report and Consolidated Results
for the Fiscal Year Ended March
31, 2017.

Basic Policies
Strengthen Global Business
Cultivate top share business by changing method of
competition
Accelerate commercialization through Open Innovation
Strengthen Management Base
Build global management infrastructure
Establish cost structure as a global business leader

For information on ESG management
efforts, refer to P.37-48.

Expansion of global top share business through reforms to
niche and cluster business structures
Key
Measures

Accelerate commercialization by “Collaborative Creation”
using outside resources

A cquire technologies and business platforms from
outside the company and accelerate growth
For detailed information on ESG
management, refer to Hitachi
Chemical’s website About
Hitachi Chemical CSR.
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2018 Medium-term Management Plan Targets
FY2015

FY2016

546.5

554.1

FY2017 Forecast

610

Revenue

billion yen
CAGR 5.6%
(FY2012 FY2015)

billion yen
+1.4% from
previous year

billion yen

Operating
margin

9.7%

9.6%

9.5%

(9.7%)*1

12.7%

Functional Materials:
28.3%
Automotive Products:
6.6%
Energy Storage Devices:
8.2%

CAGR 7-8 %

(FY2015

(10.0%)*1

FY2018)

11%

12.3%

15%

30.1%

27%

7.0%

10%

6.0%

10%

11.1%

12%

Return on
equity
(ROE)

10.9%

CO2
emissions*2

99%

101%

96%

Proportion
of female
managerial
positions*3

10.4%

11.6%

12.0%

*1: Operating margin:
Operating margin without other income
and expenses.

*2: CO 2 emissions:
Per unit of sales compared to the
FY2014 results (major domestic production sites)
*3 Proportion of female managerial
positions:
Non-consolidated, under age of 45

At a Glance

Reflections on FY2016 and Initiatives for FY2017
FY2016 Progress

Issues

 elays in the launch of new business
D
Slow in responding to commoditization of some products

etc.)

For information on Open Innovation,
refer to P.06, 41.

For information on M&A of FIAMM
Energy Technology S.p.A , refer to
P.06, 31-32.

Our Strategy

Outcomes

Increased sales due to new competitive strategies in growth fields
Better promotion of, and enhanced systems for, Open Innovation
M&A (FIAMM Energy Technology S.p.A.)
Discontinuation of non-core products (Fineset, Copper foil business,

Hitachi Chemical’s
Strength

Return on
invested
capital
(ROIC)

(9.1%)*1

FY2018 Target

External Environment in FY2017
Surge in raw materials prices (copper, lead, naphtha)
Related market trends*4
•Spread of smartphones reaches saturation point
•Growth driven by progress in Internet of Things (IoT) and demand
for vehicle-mounted applications

Automobiles

•Japanese and North American markets slow down but demand in
India and ASEAN region increases

Key Initiatives for FY2017
Reap results from Niche and Cluster businesses in growth fields
Speed up commercialization process in new businesses
Accelerate alliances in High Functional Materials businesses
Swiftly leverage synergies with newly consolidated companies
Promote work process reform and continue improving productivity

Our Initiatives

Semiconductors
Displays

*4
Survey by Hitachi Chemical based on
research company’s materials

Niche
Businesses that should be sustained
even if small in scale due to high profitability and strategic significance
Cluster
Business groups that can be implemented by sharing strategies for global success through grouping

Annual Report 2017
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Our Strategy

Strategies for Key Businesses
Functional Materials
For the progress of strategies for key
businesses and the focus of efforts in
fiscal year 2017, refer to the following
pages.
Functional materials: P.29-30.
Automotive Products: P.31-32.
Energy Storage
Devices and Systems: P.33-34.
Life Sciences: P.35-36.

Automotive Products

Strengthen key businesses through
Niche and Cluster Strategies
Energy Storage Devices and Systems
Establish presence in
global markets through increased scale

Strengthen base to become
a global top supplier
Life Sciences
Cultivate future foundation business
based on materials technology and
diagnostic medicine business

Investment Strategy
ISOLITE GmbH
ISOLITE GmbH is a manufacturer/
distributor of thermal insulation parts
for automobiles, aircraft and other industrial applications that has a wide
sales network in Europe. also refer to
P.06, 31-32, for information on ISOLITE GmbH.
FIAMM Energy Technology S.p.A.
FIAMM Energy Technology S.p.A. is a
company that operates an automotive
and industrial lead-acid battery business worldwide, and has a high market
share especially in Europe.
Please also refer to P.06, 31-32, for
information on FIAMM Energy Technology S.p.A.
PCT, Cell Therapy Services, LLC
PCT Cell Therapy Services, LLC has
technologies and advanced business
operation capabilities relating to the
development of techniques, manufacturing and testing of regenerative
medicine cells, etc.
For information on PCT Cell Therapy
Services, LLC, refer to P.05, 35.

FY2016 Progress

Initiatives for FY2017

Functional Materials
Prepared for alliances based on growth strategy

Automotive Products
Negotiated with ISOLITE GmbH for acquiring
the stock

Energy Storage Devices and Systems
FIAMM Energy Technology S.p.A. became a
consolidated subsidiary

HCEN
Hitachi Chemical Energy
Technology Co., Ltd.
(Former CBS Battery Co., Ltd.)

•Generate synergies with
newly consolidated
companies without fail

Life Sciences
Decided to acquire 100% stake in PCT Cell
Therapy Services, LLC

Capital expenditures
•E xpand and relocate
“Open Laboratory for
Semiconductor Packaging Materials”
•Generate synergies with
FIAMM Energy Technology S.p.A and HCEN
•Facilities for outsourced
production of regenerative medicine cells, etc.
•Work Life Innovation for
indirect operations (IT
investments, etc.)

Investment amount

60 billion yen

Investment amount

Life
Sciences, etc.
Energy Storage
Devices
Automotive
Products

39.9 billion yen

Functional
Materials
FY2016

For information on Open Laboratory
for Semiconductor Packaging
Materials, refer to P.06.

•Accelerate alliances/M&A

FY2017

Accelerate investments in growth fields and cost structure improvements

Strengthening Our Management Base
Build global management infrastructure
FY2016 Progress

Initiatives for FY2017

Education programs
Introduced orientation program (for
M&A and mid-career recruits)

Develop and implement common
level-specific educational programs

Talent management
Developed and operated consistent
management grading system to
ensure optimal assignment of
personnel

Introduce IT systems aimed at
visualization of HR information

Reinforce management infrastructure to suit diversification of human resources
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Strengthening Our Management Base
Establish a cost structure as a global leader
FY2016 Progress

Initiatives for FY2017

Manufacturing division
Decided to make major investment in
streamlining production at overseas bases
(robotics, automation, etc.)

Reap benefits
Examine investment in further
streamlining

Back-office division
Expand application of BPEC
Start to reap benefits in frontrunner
departments

(automation of operations, cessation of non-core
operations, etc.)

BPEC
Business Processing Engineering Cycle
(BPEC) refers to a method of making
operational improvements in a continuous and effective manner by efficiently identifying operations and
making them clearly visible.

Achieve optimal fixed cost ratio through united efforts by all Group companies

Promotion of ESG Management
FY2016 Progress

Initiatives for FY2017

Reducing of CO2 emissions in the Group
Reinforce energy-saving measures in facilities
where emissions per unit of sales deteriorated
•Stimulate Energy Conservation Committee
activities through greater visualization of
emissions per unit of sales
•Raise awareness of CO2 costs

For information on ESG management,
refer to P.37-48.

Reducing environmental load through LCA

For information on efforts to reduce

Initiated life cycle assessments on some of
the major products

CO2 emissions, refer to P.37.

Expand scope of life cycle assessments and take
measures to reduce environmental load

At a Glance

Environment (E)

CO 2 emissions per unit of sales deteriorated,
increase in conjunction with expansion of
business activities, etc.

Hitachi Chemical’s
Strength

Implemented Business Process
Engineering Cycle (BPEC) in some
departments

Promoting career opportunities for women
•Secure pool of human resources, train and
produce candidates for management positions
•Create an environment where women can play
active roles
(further encourage flexible working styles,
continue training to raise awareness and change
behavior of male managers)

LCA (Life Cycle Assessment)
Life cycle assessment is conducted
with respect to major products to
identify and reduce the environmental
burden in the value chain as a whole.

Work Life Innovation
•Introduced discretionary working system
•Visualized indirect operation processes and
problem analysis

•Reform indirect operations
(cessation/simplification of non-core operations,
automation of routine work, etc.)
•Enhance remote office environment
environment
(increase number of mobile PCs, etc.)

•Appointed diverse outside directors
(2 non-Japanese, 1 woman)
•Evaluation of Effectiveness of the Board of
Directors (self-evaluation) with assistance of
outside organization
•Audit of Group companies by outside
directors (auditors)

Establish processes for selection and training
of candidates for next-term successors by the
Board of Directors

For detailed information on evaluation
of effectiveness of the Board of
Directors, refer to P.44.

Our Initiatives

Governance (G)

Upgrading and implementing Corporate Governance Guidelines

For detailed information on the
Promoting career opportunities for
women, and Work Life Innovation
refer to P.38.

Our Strategy

Social (S)

•Conducted career interviews with women,
clarified issues
•Selected for the first time in the
index of “Nadeshiko Brands,” which
awards companies that excel in career
opportunities for women

Dividends
31.1

33.2

FY2016

Increased
by 5 yen

36

FY2013

27.0

28.5

50

55

FY2015

FY2016

36

FY2014

Dividend
payout ratio (%)
Dividend
per share (yen)

Continue policy to pay stable dividends targeting dividend payout ratio of around 30%
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Our Initiatives—Initiatives of Key Businesses

Functional Materials
Basic Policies of the 2018 Medium-term Management Plan

Strengthen key businesses through Niche and
Cluster strategies

S

trengths

•A wide array of material technologies
•P roduct functions and design excellence of
product forms
•Semiconductor packaging materials, process
technologies and state-of-the-art simulation
evaluation facilities
•Ability to offer proposals suited to customer
needs

O

Vice President and Executive Officer
General Manager,
Advanced Performance Materials
Business Headquarters

pportunities
•Growth in the semiconductor package
market
•Increased environmental regulations
and raised environmental awareness
•High value-added products expected

Hiroyuki Morishima

W

eaknesses
•Delay in taking actions toward the diverse needs by overemphasizing the
self-sufficiency principle
•Dispersion of development/marketing
resources through multi-axial deployment of businesses

T

hreats
•Increased competition (products, services, and prices) in main product areas
•Decelerated growth rate of Chinese
economy

Outcomes and Strategies of the 2018 Medium-term Management Plan
FY2016 Progress

Initiatives for FY2017

Goals for FY2018

Goals for the 10-year Strategy

Niche products
Anisotropic conductive films
•Started mass production and sale of
new products for high-definition
displays

•E xpand share by increasing sales of
new products

CMP slurries
•
Adopted new products for nextgeneration semiconductor processes
•Developed and began sale of nanoceria slurry, which reduces abrasion

•Increase sales of nanoceria slurry

Carbon anode materials for lithium ion batteries
•Secured demand for automotive applications and enhanced production
capabilities

•Further enhance production capabilities

Cluster businesses
Semiconductor packaging materials
•Sharply increased sales of packaging
materials
•
L aunched collaborative project to
create next-generation packaging
•Decided on relocation and expansion
of Open Laboratory

Develop and commercialize next•
generation packaging materials and
processes

Niche and Cluster Strategies that
take advantage of M&As and alliances have had impact, and
business is expanding at a pace
exceeding the market growth
rate.
•Semiconductor packaging materials: de facto standardization is
achieved in next-generation
packaging technology through
collaborative creation using outside resources
•High functional resins: adhesives
and insulating varnishes have entered the U.S. and European
markets and sales have increased
•Niche products: global top share
has been maintained and expanded by erecting higher barriers for entry

Establish top-class profitability
and scale, and become a functional materials manufacturer
with a global presence
•Capture the overwhelming No. 1
position in semiconductor packaging materials
•Become one of the world’s topclass manufacturers of high
functional resins
•
E xpand highly profitable businesses organically or inorganically in growing markets

High functional resins
•Completed grand design for cluster
strategy

M&A/Alliance strategies
The Functional Materials Business will focus on “expanding alliances across the
entire value chain” and “gaining global
competitive advantage through increased
scale,” and will acquire technologies, business platforms and foundations from outside resources.

ROIC (FY2016)

30.1%

(FY2018 Target: 27%)
ROIC is managed by referring to the
ROIC of our competitors. We plan to further improve our ROIC going forward.

Annual Report 2017

•L aunch new businesses through use
of Open Innovation
•Propose optimal solutions for automotive applications

Fiscal Year 2016 Progress
In Niche products, the Company, in keeping with the trend for higher definition flat panel
displays, commenced the mass production of a new type of anisotropic conductive film that
enables the connectivity of even smaller microcircuits with higher reliability. The sales of
nanoceria slurry, which reduces abrasion, was also commenced. Additionally, the production
capacity for carbon anode materials for lithium ion batteries was augmented in anticipation
of the widespread use of electric vehicles. In the Cluster businesses, sales of semiconductor
packaging materials increased sharply in the packaging materials cluster, while a collaborative
creation project of next-generation semiconductor packaging began, led by the Company in
concert with materials manufacturers and equipment manufacturers. In conjunction with
this project, the Company decided to relocate its Open Laboratory for Semiconductor Packaging Materials, a R&D base, to a more convenient location in Kawasaki, Kanagawa Prefec-

30
ture, with the goal of improving the efficiency of R&D. In the high functional resins cluster,
the grand design for the strategy to be deployed from fiscal year 2017 was completed.
Total solutions through the collaborative project to create
next-generation semiconductor packaging
Circuit formation
Insulating
film

Photosensitive
dry film

Exposure
system

Debonder

Mold
release film

Molding
compounds

Grinder

Mounter

Materials

Debonding

Sealing
Mold

Equipment

Carrier

Chip lamination
Temporary
fixing material

Process

For information on the expansion and
the relocation of the Open Laboratory
for Semiconductor Packaging Materials, refer to P.06.

Hitachi
Chemical

Key Measures for Fiscal Year 2017

Major Products

CMP Slurries
These are polishing liquids to make
course surfaces smooth when semiconductor circuits are formed. Utilizing both inorganic and organic material technologies, the mechanical
action of polishing grains and the
chemical action of liquid components
are optimized. High-speed polishing
is attained, minimizing wafer flaws.

Hitachi Chemical is taking advantage of state-of-the-art material technologies to develop products that will contribute to solving various problems. For example, many of the
crucial components of semiconductors, which act as the brain for electric and electronic
equipment, use Hitachi Chemical products. Going forward, Hitachi Chemical will aim to
“Improve Quality of Life (QOL)” and “Realize the Sustainable Environment” and further
accelerate the development of materials that will contribute to faster and larger-volume
telecommunications through the expanded use of IoT and big data, and to higher definition, higher function and more compact 8K TVs and wearable devices.
CMP slurry
Die bonding films
Epoxy molding
compounds

Carbon Anode Materials for
Lithium Ion Batteries
Graphite materials are the keys to
larger capacity and longer life of lithium-ion batteries. Our carbon synthesis technology and particle design
technology gained in the development process of carbon brushes are
used in the design of internal structures for efficient inward and outward movement of lithium ions.

Our Initiatives

Product examples: Materials field geared toward people-friendly IT interface devices and systems

Our Strategy

Strengthening our capabilities to create customer-tailored proposals through
our Open Laboratory
The Open Laboratory is equipped with state-of-the-art production facilities and evaluation
equipment used in the back-end process of semiconductor manufacturing. At the Open
Laboratory, engineers from our customers, suppliers and equipments and materials manufacturers can join in to produce and evaluate prototypes of semiconductor packaging. The
Company is aiming to become a solutions provider for process development and solidify its
position in the industry.

Anisotropic Conductive Films
These are circuit connecting materials for displays. Both electrical conductivity and insulation property are
achieved while these films connect
batches of very small electrodes in
micrometer order. Widely used in
smart phones, LCDs and other devices, these films make higher definition
images and smaller, thinner devices.

At a Glance

Strengthen key businesses through Niche and Cluster Strategies
In Niche products, we will focus on growing fields in an effort to realize further
growth. In display-related products, we will focus on increasing sales of the new type
of anisotropic conductive film, while at the same time concentrating our efforts on the
early launch of a new type of film capable of enhancing the productivity of touch
panels, the color of LCD displays, and expand our share through increased sales of new
products. In terms of carbon anode materials for lithium ion batteries, we are considering
further enhancement of production capabilities in order to meet increasing demand.
Meanwhile, in the Cluster businesses, we are proactively promoting collaborative
creation with outside resources in the semiconductor packaging field in order to accelerate our efforts to establish new semiconductor packaging processes. In addition, we
have started the relocation of the Open Laboratory as planned. Additionally, in the high
functional resins field, we are launching new businesses through the use of Open Innovation including alliances with other companies.

Hitachi Chemical’s
Strength

Collaborative
creation
(Materials/
Equipment)

Copper clad laminates
photosensitive dry films

Printed
Wiring boards
Carbon anode
materials for
lithium ion batteries
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Our Initiatives—Initiatives of Key Businesses

Automotive Products
Basic Policies of the 2018 Medium-term Management Plan

Strengthen base to become a global top supplier

S

trengths
•Ability to offer proposals by taking
advantage of the compounding technologies of materials
•A rich insight into research data
regarding material characteristics
•P roduction system to support the
globalization of customers

Vice President and Executive Officer
General Manager,
Automotive Components Business
Headquarters

Hiroyuki Yamashita

O

pportunities

•Electrification of automobiles and making
them more compact
•Thermal management of automobiles (more
fuel-efficient, less hazardous substances)
•C onsumer needs toward environmental
friendliness and lower fuel consumption

W

eaknesses
•Delay in launching of new products
•D elay in entry into the European
market
•Shortage of human resources for entry
into European and U.S. markets

T

hreats
•Oligopolization of markets due to
emerging mega suppliers
•Decrease in the sales volume of cars
due to car sharing, etc.

Outcomes and Strategies of the 2018 Medium-term Management Plan
FY2016 Progress

Initiatives for FY2017

Goals for FY2018

Goals for the 10-year Strategy

Strategies for environmentally-friendly products at the global top level
Molded plastic products
•Established new products plan

•
Accelerate reliability assessment
with a view to full-scale entry into
European market

Friction materials
•Entered copper-free disk break pad
domain and secured orders in the
North American market

•Increase suitability for next-generation automotive applications

Powder metal products
•
E xpanded global orders of turbo
charger components

•Open new design center in Thailand
•
E xpand sales of high-value-added
products

Globally extending sales, development and production sites

•The Niche and Cluster Strategies
are deployed in order to expand
businesses, and a system is in place
that will maintain Hitachi Chemical’s competitive advantage.
•The number of customers has increased due to the cultivation of
new customers.
•Production has begun at alliance
partners.

Become a global top 3 supplier

M&As
Searched for material technology
•
synergy

M&A/Alliance strategies
The Automotive Products Business
will focus on “creating new business
with material technologies at its
core” and “establishing European
development and production sites
with a view to expanding into new
regions” and acquire technologies
and business platforms from outside
the Company.

ROIC (FY2016)

7.0%

(FY2018 Target: 10%)
The Automotive Products Business
currently faces the important task
of improving its operating margin.
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•Consolidate the German company
ISOLITE GmbH

Fiscal Year 2016 Progress
Various initiatives were undertaken under the slogan of “strengthen base to become
a global top supplier.” The Company acquired its first base for its European markets by
consolidating the Italian company, FIAMM Energy Technology S.p.A., and also opened
a new design center for powder metal products in Thailand. Additionally, in April 2017,
the Company entered into an agreement with the German thermal insulation manufacturer, ISOLITE GmbH, to acquire its shares.
In terms of product strategy, turbo engine components, which contribute to the
downsizing of engines, experienced a global increase of orders. As for new products,
a new molded plastic product that is both lightweight and high-strength, developed
using Hitachi Chemical’s proprietary technology, was adopted by a Japanese automobile manufacturer, while a disc brake pad compliant with the legislation in the U.S.
going into effect in 2021 regulating the copper content in brake pads was adopted by
a U.S. automobile manufacturer.
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FET and ISOLITE become consolidated subsidiaries of the Hitachi Chemical Group
FET

ISOLITE

Company name:
FIAMM Energy Technology S.p.A

Company name:
ISOLITE GmbH

Principal lines of business:
Manufacture and sales of automotive and
industrial lead-acid batteries

Principal lines of business:
Manufacture and sales of thermal insulations for
automobiles, and other industrial applications

Purpose:
•To acquire bases for the production of
automotive and industrial batteries using
lead-acid technology
•To expand global sales channels with focus
on Europe and America

Purpose:
•To increase sales of ISOLITE thermal insulation products in Japan
•To expand global sales channels with focus
on Europe and America

Key Measures for Fiscal Year 2017

European target for 2025
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General
specifications

Disc Brake Pads
We are developing our products for
realizing ideal brakes that reduce
braking noise while maintaining high
braking performance, by optimizing
material blending of metals and resins and through simulation analysis
of friction phenomenon. Pads that
do not contain copper are also under
development to reduce more environment load.

Product examples: Exterior plastic molded foam products
Hitachi Chemical has been leveraging its core competencies to develop new products
that contribute to making vehicles more lightweight. To date, Hitachi Chemical’s rear
door module has been commercialized as an exterior plastic molded product and has
received high acclaim for its freedom of
design and for making vehicles lightweight.
In fiscal year 2016, we succeeded in the
development of exterior plastic molded
The surface maintains
foam products that are equipped with
superior appearance.
strength while being lightweight by utilizing
our unique foaming technology. Equipped
Foaming the interior
with this new technology in its arsenal, Hiof the plastic ensures
写真後送
the qualities of both
tachi Chemical will aim to expand its busilightweight and
rigidity.
ness globally.

Our Initiatives

Powder Metal Products
Powder metal products are produced by compression molding of
metal powders such as iron and copper by a press and are sintered at
temperature below the melting point
of the metal. Featuring high precision, high resistance to wear, resistance to high temperature and other
characteristics, they are widely used
in engines, industrial equipment and
other applications.

Our Strategy

Globally extending sales, development and production sites
We will make efforts to accelerate and enhance the efficiency of vehicle designs that
meet ASEAN specifications through the collaboration of the design center in Thailand
and Japan headquarters, and expand orders. Furthermore, we are studying the possibility of local production of certain products at the bases acquired through M&As, and
collaborating with ISOLITE to gain a foothold for our entry into new businesses related
to automobile thermal management, which is certain to become even more important
going forward. In Japan, we will reinforce the collaboration between the sales divisions
across products and work towards capturing new orders.

Major Products

At a Glance

Strategies for environmentally-friendly
Grounded in “cutting-edge technology”
and aims to capture customers that
products at the global top level
purchase “functions” and “solutions”
An automobile’s environmental soundness,
including lighter weight, downsizing of
the engine, compliance with pollutant
emission regulations and thermal emission
controls, etc., is expected to become increasingly critical. Hitachi Chemical has a
wide range of environmentally-friendly
products in the molded plastic products,
powder metal products and friction materials fields, and it will continue to focus on
Full line
Strategy by vehicle type
Niche
increasing sales of these products. Moreover, we are now able to offer various proposals to automobile manufacturers in the field
of thermal management, as a result of acquiring and consolidating ISOLITE. We will continue to focus on creating synergy with our proprietary technology.

Direct insulation products
“Direct insulations products” are products that block heat by adhering to
high-heat automotive parts such as engines. ISOLITE’s “direct insulation products” block heat more effectively than
conventional methods using heat shield
plates that do not adhere to high-heat
components, and insulate small spaces
as well.

Hitachi Chemical’s
Strength

Strengths:
•Possesses global sales network centered
on Europe

Strengths:
•“Direct insulation products” developed
based on ISOLITE’s proprietary material
technologies

For detailed information on the
following, refer to Hitachi Chemical’s
website About Hitachi Chemical
News release.
Nov. 28, 2016 Notice Regarding the
Share Acquisition of FIAMM Energy
Technology S.p.A. in Italy
Apr. 27, 2017 Notice Regarding the
Share Acquisition of ISOLITE GmbH, a
Thermal Insulation Manufacturer in
Germany

Exterior plastic molded foam
products
Molding exterior parts of automobiles
with sponge-like foamed plastic makes
them more lightweight and contributes
to lower fuel consumption.

Annual Report 2017
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Our Initiatives—Initiatives of Key Businesses

Energy Storage Devices and Systems
Basic Policies of the 2018 Medium-term Management Plan

Establish presence in global markets through
increased scale

S

trengths
•Business foundation in the lead-acid
battery market, where there is an entry barrier for new manufacturers
•A wide array of material technologies

Vice President and Executive Officer
General Manager,
Energy Storage Business
Headquarters

Misao Nakagawa

O

pportunities
•Needs in key industries such as telecommunications and automotive industries
•Rising concern for the environment
and energy

W

eaknesses
•Delay of actual achievement overseas

T

hreats
•Possibility of global M&As
•Post-lead-acid batteries

Outcomes and Strategies of the 2018 Medium-term Management Plan
FY2016 Progress

Initiatives for FY2017

Overall
•
Acquired European business base
through consolidation of FET

•Generate synergy with FET

Industrial batteries
•Generated synergy with HCEN

•Reinforce efforts to expand sales in
global telecommunications field

•Amassed experience in global new
energy trials
•Commoditization of lithium-ion batteries

Use results of trials to accelerate
•
shift from battery cell sales to systems and service business

Automotive batteries
•Insufficient reinforcement of HCTD

•A SEAN: Strengthen support system
to HCTD (Strengthen manufacturing capabilities)
•
Europe: Introduce technologies to
FET and prepare for mass production

Capacitors
•
L aunched new high-performance
products

M&A/Alliance strategies
The Energy Storage Devices and
Systems Business will focus on
“reinforcing platform for global operations (increase production sites
and sales offices)” and acquire
technologies and business platforms
from outside the Company.

ROIC (FY2016)

6.0%

(FY2018 Target: 10%)
The Energy Storage Devices and
Systems Business is aiming not only
enhance its added-value through
streamlining and a reexamination
of its materials and processes but
also to create high value-added
products through the effects of
synergy with the companies it has
acquired through M&As.
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•Shift products to high-performance
capacitors

Goals for FY2018

Goals for the 10-year Strategy

Regional strategies
Manufacturing synergy
(Optimization of bases)
Put the new industrial and automotive battery businesses in
Europe and ASEAN into full swing
Sales strategies
Sales synergy
Utilize branding and maximize
cross-selling
Product strategies
Development synergy
(High value-added products)
•Industrial: Development of new
products that generate synergy
•
Automotive: Expansion of our
ISS-equipped vehicle batteries in
Europe
•Capacitors: Shift to high-performance products

To become one of the global
top three manufacturers of automotive and industrial batteries and capacitors

Fiscal Year 2016 Progress
Revenue of industrial and automotive batteries exceeded that of the previous year,
which was due in large part to the consolidation of FET, the Italian storage battery
manufacturer. As a result, we were able to establish our first manufacturing base in
Europe, while at the same time acquiring a global sales network centered in Europe. In
industrial batteries, we endeavored to generate synergy with HCEN of Taiwan, which
became a consolidated subsidiary in fiscal year 2015. In automotive batteries, we were
able to increase sales of repair services in addition to expanding shares in conjunction
with the sales of the ISS battery, “Tuflong G3.” Sales of capacitors fell short of the
previous fiscal year due to the decrease in demand in wind power generation. We are
also participating in the renewable energy-related demonstration projects in Europe
conducted by NEDO (New Energy and Industrial Technology Development Organization) and proceeding with the effectiveness evaluations of storage battery systems in
Germany and Poland.
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Key Measures for Fiscal Year 2017

HCEN
Hitachi Chemical Energy Technology
Co., Ltd. (former CSB Battery Co., Ltd.)
HCTD
Hitachi Chemical Asia (Thailand) Co.,
Ltd.

Major Products

In April 2016, Hitachi Chemical launched the first lithium-ion battery-powered golf
cart in Japan. Following the warm reception by the market, a total of approximately
400 golf carts have been adopted by
twelve golf courses in Japan, as of May
2017. By leveraging Hitachi Chemical’s
technology, we offer golf carts that
are environmentally-friendly, quiet,
and safe, as well as provide total support including after-sales services.
CH75-8
HITACHI HICART (ECO5-ZL)
Lithium-ion battery

Our Initiatives

Product examples: Lithium-ion battery-powered golf carts [ECO5-ZL]

Industrial Lead-acid Batteries
By leveraging Hitachi Chemical’s proprietary electrode technology, these
contribute to leveling the output in
wind power and solar power generation, as well as the stable supply of
electricity used in buildings and factories.

Our Strategy

Capture global demand by expanding automotive battery bases
In Europe, we will take advantage of FET’s sales networks and brand strength, while
at the same time introduce Hitachi Chemical’s environmentally-friendly ISS-equipped
vehicle battery technologies to FET and prepare for mass production in Europe. Furthermore, in conjunction with the market expansion in the ASEAN region, we will
strengthen our manufacturing capabilities primarily through HCTD while expanding
manufacturing bases and establishing sales channels.

Tuflong Series
These are next-generation lead-acid
batteries for vehicles equipped with
idling stop systems (ISS) featuring enhanced durability and charge acceptance. By leveraging the strengths of
the Hitachi Chemical Group, namely
its material technologies and analysis
technology, we have made these
batteries 1.5 times more durable than
our existing ISS batteries.

At a Glance

Industrial systems: Bolster capturing of demand in growth areas
By understanding our customer needs, we will aim to provide optimal battery and energy storage system solutions, as “a battery-maker that understands systems.” Hitachi
Chemical will continue to pursue the verification projects of NEDO in Europe, while at
the same time utilize the results to shift to a systems and service business. We will also
leverage our track record in both the lithium-ion and lead-acid battery technologies to
increase sales of remote monitoring devices , which Forecast market for industrial
in the event of equipment malfunctions at data batteries (Source: Hitachi Chemical)
Renewable energy/
(Billions of
centers or telecommunication base stations, will
yen/year)
systems, others
enable early detection and the reduction of main2,000
Mobile
UPS/Communication
tenance man-hours. Additionally, we will expand
1,500
sales in the field of global telecommunications by
1,000
strengthening our collaboration with HCEN and
FET. In terms of capacitors, we will transition to
500
high-performance capacitors and focus on the med0
ical, social infrastructure and energy fields.
2015
2018
2025

Lithium-ion batterypowered golf cart

FET
FIAMM Energy Technology S.p.A. was
split from the FIAMM S.p.A. Group and
succeeded the automotive and industrial lead-acid battery business (excluding
certain parts of the China business),
from among the FIAMM S.p.A. Group‘s
businesses. FIAMM Energy Technology
S.p.A. has a high market share especially in Europe.
Please also refer to P.06, 31-32, for information on FIAMM Energy Technology S.p.A.

Hitachi Chemical’s
Strength

NEDO European Verification Projects
•Speyer, Germany (From FY2015 to FY2017 (planned))
By combining the technologies of hybrid lithium ion and
lead-acid battery energy storage and thermal collectors
with global remote monitoring technology, the project
写真後送
aims to develop a system and an operational model that
will improve the in-house consumption rate of photovoltaic
The exterior of the system in Speyer
generation and generate economic benefits for the user.
•Niedersachsen, Germany (FY2017-FY2019 (planned))
The project aims to build a large-scale hybrid battery system that can stabilize the
power grid and control the electric power supply and demand balance, by charging and
discharging storage batteries, as well as to establish a new business model for electricity
trading using the battery system.
•Poland (FY2017-FY2020 (planned))
By combining battery energy storage systems, the project aims to build a system that will
increase renewable energy, curb capital expenditures into electrical infrastructure and
stabilize the power grid in Poland.

Features of ECO5-ZL
1. Long battery life
   Approximately 3 times the life of conventional lead-acid batteries
2. Longer distance
   May be driven for 2 rounds compared
to 1.5 rounds with conventional
lead-acid batteries
3. Lightweight
   100 kilograms lighter than conventional
lead-acid-battery-powered golf carts
4. Less recharging costs
   Uses 30% less electricity compared to
conventional lead-acid-powered batteries
*
The above values represent comparisons
with the Company’s lead-acid batteries.
*Results may vary according to the conditions
of the golf course.

Annual Report 2017

35

Our Initiatives—Initiatives of Key Businesses

Life Sciences
Basic Policies of the 2018 Medium-term Management Plan

Cultivate future foundation business based on
materials technology and diagnostic medicine
business

S

trengths

•Business experiences in Life Science field
(medicine and diagnostics business)
•Accumulation of applicable technologies
to the life science field (wiring board technologies and material technologies)
•Collaboration with other companies, other
businesses and the Hitachi group

O

Executive Officer and Chief
Technology Officer
General Manager, Life Science
Business Headquarters

pportunities

eaknesses
•Inadequate interaction between
R&D and building business models

T

hreats

•Rapid growth in the regenerative medicine
markets
•Expansion of personalized medicine (including genetic diagnosis)
•Expansion of health care-related markets

Masato Yoshida

W

•Aggressive competition among various players, including major players and start-ups
•Reduction in medical spending by governments

Outcomes and Strategies of the 2018 Medium-term Management Plan
FY2016 Progress

Initiatives for FY2017

Goals for FY2018

Goals for the 10-year Strategy

Regenerative Medicine
•Decided to acquire 100% stake in
U.S. company PCT

•Establish the foundations and launch
contract cell manufacturing services

•
Complete grand design towards
global expansion

•Began to construct the facility for
the production and development of
the cells for regenerative medicine
(Japan).

•Proceed with the establishment of
Japan business (complete production facility)

•L aunch contract cell manufacturing
services in Japan

Immuno- and Molecular Diagnostics
•Delays in the development of a fully
automated immunodiagnostic instrument

•
Strengthen fundamental business
through M&As and other means,
and develop next-generation allergy systems

•
Started large-scale clinical studies
with The University of Texas MD
Anderson Cancer Center, focusing
on the molecular analysis of CTC

•Establish foundations for molecular
diagnostics business

M&A/Alliance strategies
Hitachi Chemical has been focusing
on the establishment of infrastructure to enter the business in molecular diagnostics and regenerative
medicine through the acquisition of
technologies and business foundations from the outside.
PCT
PCT Cell Therapy Services, LLC
(formerly PCT, LLC, a Caladrius Company)
The University of Texas MD
Anderson Cancer Center
A large-scale cancer center specializing in
cancer treatment, prevention, research,
and education in Texas Medical Center in
Houston, Texas.
CTC
Circulating Tumor Cells (CTC) are cells
that are carried around the body in circulation shed into the vasculature or lymphatics from a primary tumor. CTC is
considered to be associated with metastases, forming additional tumors in vital
distant organs. Recently, CTC has been
receiving attention as an alternative and
low-invasive method to biopsies for cancer diagnosing.
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•
Establish the foundations for the
immuno- and POCT diagnostics
business and develop a system for
molecular diagnostics business

•Expand contract cell manufacturing services for regenerative medicine globally
•Commercialize regenerative
medicine consumables
•Develop profitable businesses
in the growing markets, such
as immuno-/molecular diagnostics and POCT

Fiscal Year 2016 Progress
The fiscal year 2016 was a year for establishing business foundations for the Life Sciences
through the utilization of external resources. In order to gain a foothold in the regenerative medicine business, we made a decision to wholly own the Company, PCT, LLC, located in the U.S., and their global marketing rights of its contract cell manufacturing services.
In addition, we decided to invest ¥2 billion to build a new facility for the development and
contract cell manufacturing of regenerative medicine cells in Yokohama, Japan.
In parallel, Hitachi Chemical entered into a strategic alliance agreement with The
University of Texas MD Anderson Cancer Center in the U.S. for the evaluation of our
CTC capturing system and large-scale clinical studies towards molecular diagnostics.
Moreover, we have just begun to find new partners in order to build our business
foundations in diagnostics.

Key Measures for Fiscal Year 2017
Establish business foundations for regenerative medicine
The worldwide market of regenerative medicine is expected to exceed ¥3 trillion in
2025. We have been eager to establish our presence in contract cell manufacturing for
regenerative medicine, through collaboration with the Hitachi Group’s expertise in the
latest production technologies and the application of effective mass production technologies developed by PCT, LLC for regenerative medicine cells. The new facility is
expected to initiate trial operations in December 2017. We will focus on the commer-

36
cialization of contract cell manufacturing services as well as the development of fully-automated cell production technology.
Global market forecast for regenerative medicine cells by application

POCT
Point of Care Testing. Defined as a
medical diagnostic test at or near the
patients.

(Source: compiled from Ministry of Economy, Trade and Industry data in 2013)
(Trillions of yen)

15

2025: 3.1
trillion yen

Cancer

Medium-term target market
Cancer immunotherapy

Blood

10

5

Long-term target market

Organs

0

Expand into somatic stem cell
and iPS cell fields

(nerves, heart, liver,
pancreas, skin, etc.)
2022

2032

2042

2050 (year)

Cancer immunotherapy cell culture process and target domain
Blood collection

Separation

Cell sorters
(Fully automatic
blood cell separators)

Cultivation

Consumables
(reagents, etc.)

Examination

•Cell counters
•Cell analyzers

Injectable solutions
(pharmaceutical
companies)

Main products
Allergy Diagnostic Systems
This product measures the levels of
allergen-specific IgE antibodies in
human serum, which helps physicians identify the allergens responsible for the patients’ symptoms. 36
major allergens can be measured
with a single serum sample by this
product.

At a Glance

Our business domain

Infusion

(Contact cell manufacturing services, development and sales of consumables)

In-Vitro Diagnostic Kit for AntiChlamydia Pneumoniae IgA, IgG
and IgM Antibodies
This product is a test kit for the diagnosis of C. pneumoniae infection,
which causes respiratory diseases
such as pneumonia and acute upper
respiratory tract infection, etc.

Our Strategy

Establish business platforms for immune, POCT and molecular diagnostics
We will explore new markets including overseas, due to the saturation of the domestic
diagnostics market. The new diagnostics should cover not only conventional diagnostics
for diseases but also personalized diagnostics, including the prediction of efficacy of
therapy or individual differences of side effects. We will develop a molecular diagnostics
business which can be applied to personalized diagnostics, profitable businesses with
high growth rates, such as immunodiagnostics, and POCT, in the fields of oncology and
allergy. Especially for molecular diagnostics business, we will determine a business model, which enables us to create the synergy between our material and process technologies through developing the CTC diagnostics technologies and clinical test items.

Hitachi Chemical’s
Strength

2012

Cancer immunotherapy
A treatment that purifies immune cells
in withdrawn blood that is activated by
gene transduction, expanded and injected back to patient so that activated
immune cells will drive out cancer cells.

Product examples: CTC Capture System
Our Initiatives

CTC has been receiving attention as an alternative
method to conventional biopsies in cancer diagnosis,
which cause pain and bleeding. A clinical test utilizing
CTC has already been approved in the United States as
a method for prognosis of patients with metastatic
breast, colorectal or prostate cancer.
The CTC Capture System developed by Hitachi
Chemical comprises of a filter with micro-pores and a
fully automated blood processing instrument. The filter, which applies Hitachi Chemical’s unique micro-fabrication technology, enables us to capture
cancer cells in blood with high recovery rate.

Fine filter for CTC Capture
System

Fully automated blood processing
instrument

Annual Report 2017
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Our Initiatives—ESG Management

Environment
Engaging in Environmental Management
For detailed information on environmental management, refer to Hitachi
Chemical’s website About Hitachi
Chemical CSR Environmental
Report.

 reenhouse gas emissions/
G
Greenhouse gas emissions
per production unit
(1,000 tons CO2e)

(Tons CO2e per million yen)

1.43

1.40

1.27
474

495

2012

2013

541

2014

1.41

1.32

590

482

2015

2016

(Fiscal Year)

Energy consumption
(Thermal conversion TJ)

9,043

2012

8,630

2013

9,369

2014

10,312
8,497

2015

2016
(Fiscal Year)

Water consumption
(Thousand m3)

11,371 10,970 10,672

9,311

9,725

Fiscal Year 2016 Initiatives
Reducing Greenhouse Gas Emissions
Hitachi Chemical deliberates on business risks and opportunities that accompany environmental issues at the Group Environment and CSR Committee, and sets global policies. The entire Group is working as one to reduce greenhouse gas emissions, having
established numerical targets for CO2 emissions in the 2018 Medium-term Management Plan. From a management perspective, we are also engaging in management by
assessing the financial impact of CO2 emissions on Hitachi Chemical through the Carbon Management Strategy. In fiscal year 2016, greenhouse gas emissions totaled
590,000 tons CO2e and greenhouse gas emissions per production unit were 1.41 tons
CO2e per million yen, due in part to the expansion of the scope of major production
sites managed more intensively.
Promoting Sustainable Engineering
Hitachi Chemical promotes sustainable engineering through the integration and fusion
of core technologies aimed at the “realize sustainable environment”—a value to be
realized under the 10-year Strategy. In the process, we are creating new products and
new businesses that can contribute to reducing the environmental burden in the value
chain while meeting customers’ needs. In fiscal year 2016, revenue of Environmental
Conscious Products accounted for 68.9% of total revenue.
Reducing Use of Water Resources
Hitachi Chemical is working on reducing water usage especially in regions where water
risk is high. In fiscal year 2016, water consumption at major production sites slightly
increased from fiscal year 2015 to 9,725,000m3 but water consumption per production unit improved by 30.3%; the target improvement rate was thus achieved. We also
conducted a survey on the scale of current and future water risks in each region, the
results of which will be reflected in future water resources management.

Plan for Fiscal Year 2017
2012

2013

2014

2015

2016
(Fiscal Year)

VOC emissions

725

(Tons)

518

506

577

519

In the Environmental Conservation Action Plan for 2016 to 2018, we have formulated
an action plan with a total of 12 items in three categories, namely, “high-standard
eco-factories and offices,” “next-generation products and services," and "promotion
of environmental management.” In fiscal year 2017, we will make further improvements to reduce environmental impact throughout the value chain based on the results
through fiscal year 2016.
Environmental Conservation Action Plan for 2016 to 2018 (some of the main items)
Category

2012

2013

2014

2015

2016
(Fiscal Year)

Environmental investment
(Billions of yen)

0.62

0.61
0.50

0.46

2012

0.67

2013

2014

2015

2016
(Fiscal Year)
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Highstandard
ecofactories
and offices

Item

Objective

Description

Target

FY2017 FY2018
FY2016
Result Rating Target Target

Prevent
global
warming

Improve energy
consumed per
production unit from
FY2005 base year

Contribute to measures against
global warming by improving
the efficiency of energy use
and promoting the reduction of
CO2 emissions and activities to
suppress emissions

13.7%

13.4%

Not
achieved

14.2%

15.8%

Use
resources
effectively

To resolve the water scarcity
Improve water usage
problem, which is a worldwide
per production unit
concern, promote efficient
from FY2005 base year water usage by strengthening
water risk management

27.7%

30.3% Achieved

26.6%

28.5%

Manage
chemical
substances

Improve chemical
substances released
into atmosphere per
production unit from
FY2006 base year

45.1%

43.9%

Not
achieved

41.6%

42.6%

Reduce atmospheric emissions
of chemical substances such
as volatile organic compounds
(VOCs) that have an impact on
the human body and ecosystem
by improving processes and
providing alternative solutions

Note: To see all items in the Environmental Conservation Action Plan for 2016 to 2018, refer to http://www.hitachi-chem.co.jp/
english/csr/stakeholder/environment/plan-3rd.html
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Society
Diversity and Inclusion
Fiscal Year 2016 Initiatives

For detailed information on Nadeshiko
Brands, refer to P.19.

Number of female managerial positions/Number of
female assistant managers/
Proportion of female managerial positions/Proportion
of female assistant managers
Number of female
managerial positions
(persons)

Proportion of female
managerial positions
(%)

Number of
female assistant
managers (persons)

Proportion of female
assistant managers
(%)

3.8

2.2
1.8
11

2.9

2.6
1.9
15

2.7
2.0

18

21

10

13

14

2012

2013

2014

* Non-consolidated

18

3.1
2.6

Our Initiatives

In fiscal year 2017, we will establish an organization dedicated to promoting Work Life
Innovation and implement measures based on its proposals. Hitachi Chemical believes
it is important for each and every employee to recognize that promotion of diversity
and inclusion is one of its management strategies and translate it into changing his/her
own awareness and behavior. We also believe the execution of “Work Life Innovation”
is indispensable for each and every one of our diverse human resources to work with
vitality. With respect to both diversity and inclusion and Work Life Innovation, we will
establish specific quantitative targets in the form of key performance indicators (KPIs)
and implement the Plan-Do-Check-Act (PDCA) cycle.

IkuBoss Alliance
“IkuBoss” refers to a manager who not
only provides career assistance and
runs an organization so that his/her
subordinates can be fulfilled both at
work and in private life, but is also capable of yielding results for the organization. “IkuBoss Alliance” is a network
of companies seeking to develop IkuBoss by proactively changing the mindset of their managers.

Our Strategy

Plan for Fiscal Year 2017

Gender minorities
In fiscal year 2016, a member of
non-profit organization Nijiiro Diversity
gave a lecture targeting personnel in
managerial positions in the human resources division.

At a Glance

Promoting Diversity and Inclusion in Parallel with “Work Life Innovation”
In the “Project on Work Life Innovation,” three Executive Officers, heads of business divisions and representatives of business sites participated from across the entire Group.
Certain business divisions conducted operational analysis using tools in divisions that are
ahead of others, and gave a lecture on the agenda of “Work Life Innovation” titled “Approach to work and leadership in a growing organization.” In addition, we invited all employees in the
back-office division of the Hitachi Chemical Group in
Japan and held a workshop for them to participate
and discuss the ideal ways of working from a personal
perspective and from the viewpoint of the respective
divisions to which they belong. This workshop resulted
in more than 700 proposals being made to improve Lecture on Work Life Innovation
ways of working.

Foreign employees
In fiscal year 2016, we interviewed foreign employees in groups and asked
them about their concerns, issues and
their expectations for Hitachi Chemical.

Hitachi Chemical’s
Strength

Expansion of Scope of “Support for Active Participation of Women”
Hitachi Chemical has positioned diversity and inclusion as one of its management
strategies for securing a competitive advantage against other companies. As in previous years, we worked on various measures in fiscal year 2016 with the participation of
all Executive Officers as owners under the Diversity and Inclusion Promotion Project.
To further promote the active participation of female employees, we interviewed all
women in career-track positions and their respective supervisors (totaling more than
350 people) and clarified their issues.
Our individual-oriented hiring and recruiting activities conducted without regard for
gender and nationality have started to bear fruit. The hiring rate of new female engineering graduates, which had fallen to 11% at one point in fiscal year 2011, recovered to almost
30% among new recruits for fiscal year 2017. Women accounted for 7.9% of all employees in career-track positions, while women in their 20s and 30s accounted for as much as
14.7%. Furthermore, for fiscal year 2016, the number of female managerial positions
more than trebled from fiscal year 2011. The proportion of female managerial positions
(Non-consolidated, under age of 45) was 11.6%, meaning that we are steadily approaching the 12% target set forth in the 2018 Medium-term Management Plan.
In fiscal year 2016, we also started bringing foreign nationals, gender minorities,
etc., within our scope of diversity, in addition to supporting the active participation of
women; we are endeavoring to raise awareness by offering a “training course for
managing diverse subordinates” targeted at managerial positions.
Outside Hitachi Chemical, we: joined the “IkuBoss Alliance;” were selected for
FY2016 “Nadeshiko Brands;” and were certified by the City of Osaka as one of the
leading companies in the promotion of active participation of women.

For detailed information on promoting
diversity and inclusion, refer to Hitachi
Chemical’s website About Hitachi
Chemical CSR Social Report
Together with Our Employees.

22
2015

25
2016
(Fiscal Year)
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Developing and Evaluating Global Human Resources
Fiscal Year 2016 Initiatives
For detailed information on developing
and evaluating global human resources, refer to Hitachi Chemical’s
website About Hitachi Chemical
CSR Social Report Together
with Our Employees.
Global Coaching Program
This program was launched in fiscal
year 2012 to encourage dialogue. Internal coaches learn coaching skills and
coach five stakeholders, primarily personnel in other divisions. The coaching
continues for about eight months with
the aim of developing new awareness
and expanding the spirit of taking on
challenges.

 umber of participants
N
in Global Coaching Program
(Persons)

2,370

1,506
960

2012

2013

2014

Human Resource Development Scenario
Activating
Communication
Skills

Global Coaching Program
Kepner-Tregoe (KT) Method

Standardizing
Human Resource
Management
Foundations

Global Talent Standard
Human resource evaluation based
on the Hitachi Chemical Group Vision
Hitachi Global Grading
MBO (Management By Objectives)

English

Improving Creativity
and Productivity
through the
Development of World
Class Professionals

Plan for Fiscal Year 2017

2,394

1,752

Hitachi Chemical has set the World Class Professional (WCP) as its vision for human
resource development. It is indispensable to improve one’s skills in dialogue to become
a professional who is world-class. This is why we conduct the Global Coaching Program. In fiscal year 2016, we trained 160 new internal coaches in 9 countries and regions, and a total of 800 stakeholders experienced coaching. We also standardized
human resource management foundations in order to conduct fair human resource
evaluations throughout the entire Hitachi Chemical Group.

We will continue to train internal coaches in fiscal year 2017 and will undertake further
measures to establish organizations that engage in dialogue and take on challenges
throughout the Group. We will steadily expand the standardization of human resource
management foundations to overseas Group companies, and hire and assign human
resources on a global basis.

2016

2015

(Fiscal Year)

Promoting Occupational Health and Safety
For detailed information on promoting
occupational health and safety, refer
to Hitachi Chemical’s website
About Hitachi Chemical CSR
Social Report Together with Our
Employees Promoting Occupational Health and Safety.
Safety Meisters
To raise safety levels at overseas production sites, we dispatch personnel
who work in manufacturing in the
same fields to serve as safety meisters
at overseas production sites and provide guidance on safety.

 ccident frequency rate/
A
Accident severity rate
Frequency rate

0.34

Severity rate

0.25
0.15
0.09

0.10

0.011

0.003 0.001

0.007 0.001

2012

2013

2015

2014

2016
(Fiscal Year)

*Frequency rate represents the number of casualties
due to occupational disasters per one million
employee-hours worked and indicates the frequency
of lost-time injuries.
*Severity rate represents the number of work days
lost per 1,000 employee-hours worked and indicates
the severity of accidents.
*Consolidated Group in Japan
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Fiscal Year 2016 Initiatives
Hitachi Chemical’s principle is “Health and Safety Always Comes First.” We have introduced and operate occupational safety and health management systems (OSH-MS)
globally and take measures to create safe and comfortable workplaces. Almost all of
our production sites in Japan have acquired OHSAS 18001 certification. At production
sites that are yet to be certified, we are facilitating their acquisition of ISO45001 certification in a planned manner. Approximately 40% of overseas production sites have
acquired OHSAS 18001 certification.
In fiscal year 2016, there were 3 accidents that led to lost-working days throughout
the consolidated Group in Japan and 20 such accidents at overseas manufacturing
companies. We endeavored to prevent occupational accidents from occurring, including making such efforts as implementing the accident and incident report management system that disseminates information in 3 languages to all business sites in order
to prevent the reoccurrence of similar incidents, continuing “My Safety Declaration” (a
declaration of safety activities to be executed by employees themselves) and giving
safety guidance by dispatching “Safety Meisters” to overseas production sites.

Plan for Fiscal Year 2017
We will continue operating occupational safety and health management systems and increase our efforts to create safe workplaces. Our targets for the end of the fiscal year 2018
are zero serious accidents, an accident frequency rate of 0.05 or less, an accident severity
rate of 0.0005 or less, and zero workplaces classified as Control Class III in Japan.
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Strengthening of Quality Management
Fiscal Year 2016 Initiatives

 umber of participants
N
in chemical substance
management training
(Persons)

710

2013

374

400

2014

2015

460

2016

At a Glance

Plan for Fiscal Year 2017

For detailed information on strengthening quality management, refer to
Hitachi chemical’s website About
Hitachi Chemical CSR Social
Report Customers and Suppliers
Delivering Safe and Easy-to-use
Products.

Hitachi Chemical’s
Strength

Based on the principles of our Quality Assurance Program, Hitachi Chemical uses
quality management systems (QMS) to monitor various processes, undertake continuous improvement measures, and ensure quality. We investigate and identify customers’
ratings of products after they have been delivered as well as customers’ intentions including development of future applications and reflect them in measures to further
improve product quality. Moreover, at all production sites, we are implementing a
unique e-learning course, which we have prepared for the education of production
personnel to raise their awareness of product liability. In fiscal year 2016, we prepared
a new Chinese version, as a result of which a total of approximately 6,000 employees
have completed the course to date. For the management of chemical substances, we
held various in-house training courses for gaining specialized knowledge and information on the latest legal and regulatory developments, in which a total of approximately 460 employees participated. Furthermore, in order to make it easier to prepare
Safety Data Sheets (SDS), we enhanced the Chemical Substance Management System’s
function for searching legal and other information in each country, and standardized
the procedures for registering chemical substances in each export destination country
in collaboration with the export control division.

(Fiscal Year)

Our Strategy

In fiscal year 2017, we will continue to thoroughly review quality incidents. We will also
make use of the Chemical Substance Management System created in fiscal year 2011,
which supported us to be compliant with the laws and regulations of Japan, South
Korea, EU countries, and other countries, and will introduce this system to where the
sites are newly incorporated.

Supply Chain Management
Fiscal Year 2016 Initiatives
For detailed information on supply
chain management, refer to Hitachi
Chemical’s website About Hitachi
Chemical CSR Social Report
Customers and Suppliers Construction of Fair Relationships with
Suppliers.

Number of supplier audits
(Companies)

162
137
96

89

Plan for Fiscal Year 2017
In order to enhance efforts for CSR procurement, we will dramatically revise the Hitachi Chemical Supply-Chain CSR Deployment Guidelines, present our policy for the respect of human rights and against the procurement of conflict minerals more clearly
and gain suppliers’ understanding as well.

Our Initiatives

Procuring materials that are appropriate in terms of quality, delivery time and price is
essential, not to mention meeting advanced technology requirements. Hitachi Chemical is striving to develop a robust supply chain by searching, from around the world,
stable suppliers of materials that are outstanding in terms of both technology and
management. In recent years, we have placed particular importance on countering the
risks of procuring products from a single source and are developing new suppliers,
primarily in emerging countries. We also conduct audits for the purpose of checking
initiatives to reduce costs in collaboration with suppliers and systems that can stably
supply high-quality materials. In fiscal year 2016, we audited 162 companies. Furthermore, as part of supply chain management, efforts toward environmental preservation
and compliance are also important factors for continuing transactions. We therefore
develop a shared awareness regarding social responsibility with suppliers through
questionnaire surveys, and other means. With regard to conflict minerals, we trace the
supply chain and investigate the minerals upon customers’ requests.

2012

2013

*Non-consolidated

73

2014

2015

2016
(Fiscal Year)
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R&D Strategies
Fiscal Year 2016 Initiatives
For detailed information on R&D
strategies, refer to Hitachi Chemical’s
website About Hitachi Chemical
CSR Social Report Customers
and Suppliers Pursuing Customer
Satisfaction.

Open Innovation
Rather than relying exclusively on inhouse ideas and technologies, Open
Innovation aims to create new and innovative value by utilizing outside resources (management resources) of
universities, other companies, etc.
Business Design
Business design is an approach required
upon creating new businesses. For ideas
on new products and new businesses
selected by taking into account technological seeds inside and outside the Hitachi Chemical Group as well as social
trends, attention-drawing industry developments and customer information,
this is a process for: (i) understanding
the competitive climate of the market;
(ii) designing “value” to be provided by
Hitachi Chemical; and (iii) designing a
mechanism to increase profits.

For information on the Open Labora‑
tory and Innovation Center initiatives,
refer to P.06.

Hitachi Chemical is enhancing its R&D strategies from a medium- and long-term perspective with the aim of becoming an active innovator beyond the boundaries of chemistry. In
the 2018 Medium-term Management Plan, we are accelerating commercialization by focusing our efforts on strengthening R&D functions, promoting Open Innovation, which
utilizes outside resources, and “Collaborative Creation,” by which innovation is brought
about by sharing issues with customers.
In order to enhance the R&D functions, we have clarified the respective roles of the R (research) and the D (development) function. The Research & Innovation Promotion Headquarters, which is in charge of the R function, is promoting the formulation of research planning
strategies, creation of new businesses and new products, Business Design and Open Innovation activities; while the R&D Headquarters, which is in charge of the D function, is promoting
the development of new products that support the expansion of existing businesses.
In fiscal year 2016, R&D expenditures amounted to 28.2 billion yen, while R&D expenditure as a percentage of revenue came to 5.1%. In fiscal year 2016, we made special
efforts to promote Open Innovation by making investments relating to Open Innovation, collecting information on R&D partners including venture capital and introducing
technologies.
The Open Laboratory for Semiconductor Packaging Materials, which was launched
in Tsukuba City, Ibaraki Prefecture in 2014, has been visited by a total of more than
400 corporate customers until December 2016, and has been engaged in the research
and development of next-generation semiconductor packaging and processes.We
have decided to strengthen the functions of the Open Laboratory for Semiconductor
Packaging Materials by relocating it to Kawasaki City, Kanagawa Prefecture. The Innovation Center, which was newly established in January 2017, has been promoting
marketing through collaborative creation and has generated many projects leading to
the creation of new businesses.
Accelerate commercialization by “Collaborative Creation” using of outside resources
Marketing

Solution realization

Commercialization

Markets
Venture
companies

Customers

Competitors

Use of outside resources
(M&As, technology licenses, alliances, etc.)

Innovation Center
(Established in FY2016)

Open Laboratory
Packaging materials field
Touch panel field

Development divisions

Packaging Solution Center
Touch Panel Evaluation Center

Research divisions
R&D expenditures
(Billions of yen)

5.5
25.5

5.4

R&D expenditures
to revenue (%)

5.1

5.1

5.1

26.2

26.9

27.8

28.2

2013

2014

JGAAP

2012

IFRS
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Solution
provision

Business divisions

 &D expenditures/R&D
R
expenditures to revenue

New marketing through
collaborative creation

Hitachi
Chemical

Marketing through collaborative
creation
This marketing approach is related to
the process of Business Design as a
whole. The idea is to get relevant stakeholders involved in the creation process
when designing “value” to be provided
by Hitachi Chemical.

Business design

2015

2016

(Fiscal Year)

Plan for Fiscal Year 2017
In order to improve the quality and accelerate the pace of R&D, and increase the ratio of
sales of new products, we will strengthen management, establish a global development
promotion department and execute the optimal allocation of resources. We will also
enhance our activities so that the seeds sown in the Innovation Center and the Open
Laboratory for Semiconductor Packaging Materials will be able to further contribute to
businesses.
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Intellectual Property Strategy
Fiscal Year 2016 Initiatives

Plan for Fiscal Year 2017

Number of patent
applications filed/
Number of patents held
(Patents)

3,788
3,430
2,983

2,371

2,582

2,999 3,082
2,518

2,406

2,174

917

915

651

576

642

2014

2015

2016

727

727

801

724

665

2012

2013

Number of
patents held (Japan)
Number of applications
filed (Japan)

Fiscal Year 2016 Initiatives

Plan for Fiscal Year 2017
We will continue activities that contribute to society with a focus on the children’s
chemistry lab workshop—lectures conducted at local kindergartens, nursery schools
and elementary schools—and hands-on programs relating to ecosystem preservation.
We will also get a grasp of the accomplishments relative to the targets of each program, and reflect the findings from participant questionnaire surveys, etc., in each
program to help improve the programs.

For detailed information on contribution to local communities, refer to
Hitachi Chemical’s website About
Hitachi Chemical CSR Social
Report Social Contribution
Activities.

Social contribution
activity expenditures
159

(Millions of yen)

138
111

2012

103

107

2013

2014

Our Initiatives

In accordance with the Hitachi Chemical Group Social Contribution Policy, Hitachi
Chemical collaborates with Group companies and their employees to help the local
communities, where we do business, solve issues they are facing. In fiscal year 2016,
15,043 persons participated in a variety of programs centering on environment and education, while a total of 950 employees participated as volunteers. We have also been
engaged in activities aimed at the revitalization of local communities, including support
for the Sakura Café Machizukuri Project.
The status of and expenditures on social contribution activities of the entire Group are summarized each year. In fiscal year 2016, social
contribution activity expenditures were approximately 160 million yen. By setting quantitative
targets for each program, we are implementing
the Plan-Do-Check-Act (PDCA) cycle and trans- Science Workshops for Kids
(Let’s play with light)
lating it into effective activities.

(Fiscal Year)
Number of patents
held (outside Japan)
Number of applications
filed (outside Japan)

Our Strategy

Contribution to Local Communities

At a Glance

The Intellectual Property Strategy Center, business divisions and R&D divisions will
work together to build and utilize a global network of patents in force based on research and development strategies corresponding to business strategies. We will
conduct a detailed analysis of the intellectual property held by Hitachi Chemical as well
as intellectual property held by other companies to design an appropriate open-close
strategy tailored to Business Designs while promoting Open Innovation activities for
the rapid launch and expansion of businesses.

Three patent policies
These three patent policies are to maintain superiority in products and technologies, deal resolutely with infringement of patent rights, and respect the
patent rights of other parties.

Hitachi Chemical’s
Strength

Hitachi Chemical positions intellectual property as an important asset that is indispensable for carrying out its business strategies. We created three patent policies, established internal rules and formed a specialized organization (Intellectual Property Strategy Center), under which intellectual property of the entire Group is subject to
centralized management. We are also proactively conducting educational activities for
employees including those of Group companies for the purpose of raising their awareness concerning intellectual property. In fiscal year 2016, we held 6,870 patents and
filed 1,557 patent applications.

For detailed information on the
intellectual property strategy, refer to
Hitachi Chemical’s website About
Hitachi Chemical CSR Governance and CSR Management
Intellectual Property Strategy.

2015

2016
(Fiscal Year)

Breakdown of social contribution activity expenditures
Disaster area
support

Employee
participation
and dispatch

13.7%

2.6 %

FY2016
Independent
program
expenditures

¥158.75 million

Monetary
donations

50.8 %

25.1%

Providing
company
facilities for
public use

6.4 %

In-kind
donations

1.4 %
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Governance
Reinforcing Governance
Measures to Strengthen Corporate Governance Structures
For detailed information on corporate
governance, refer to Hitachi Chemical’s website About Hitachi
Chemical Corporate Profile
Corporate Governance.

Hitachi Chemical Corporate
Governance Guidelines
The Hitachi Chemical Corporate Governance Guidelines have been established based on the principles of the
Corporate Governance Code in fiscal
year 2015.

In order to achieve a high level of agility, objectivity and transparency in its management, Hitachi Chemical adopts the “company with a nomination committee and other
committees” structure that separates executive and supervisory functions. To maximize the advantages of this structure, Hitachi Chemical established an executive
framework which enables timely and firm decision-making; it also set up three Board
of Directors’ committees—Nomination, Compensation and Audit Committees—with
the majority of the members of each committee being Outside Directors, to exercise
appropriate oversight over management.
Furthermore, we have ensured diversity among Directors and reflect in management
opinions capitalizing on their respective extensive experience and knowledge. We are
also reinforcing operational aspects of the Board of Directors through means such as
the introduction of a system for evaluating effectiveness. Additionally, in order to attain sustainable growth and increase corporate value, we have established the Hitachi
Chemical Corporate Governance Guidelines and prepared the Corporate Governance
Report for submission to the Tokyo Stock Exchange.
For the purpose of bolstering oversight functions over Group companies, we dispatch Directors and Auditors to Group companies as necessary and conduct periodic
internal audits of business sites and Group companies.
Changes in corporate governance structures
2014 Japan’s Stewardship Code announced

Internal audits
In fiscal year 2016, the Auditing Office
conducted internal audits of a total of
41 business sites in both Japan and
overseas.

2002
Establishment of structure of
company with committees

2015
Revised Companies
Act comes into effect
Corporate Governance
Code introduced

2005
Companies
Act enacted
2000

Company with a nomination committee
and other committees

2010

Starting in FY2003

Female Directors appointed

Starting in FY2013
Starting in FY2014

Foreign Directors appointed

Starting in FY2015

Board of Directors’ evaluations conducted

Corporate governance structure (As of the end of June 2017)
Annual General Shareholders’ Meeting

Percentage of
non-executive Directors
82% (9 out of 11 Directors)

[Supervision]

Composition of the Board of
Directors (As of the end of June 2017)

Nomination Committee

*Chairman of the Board does not concurrently serve as an Executive Officer.
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Compensation Committee

President and Chief Executive Officer,
Executive Vice President and
Executive Officer,
Vice President and Executive Officer and
Executive Officers
Corporate Business
Strategy
Headquarters

Risk
Management Center

Auditing Office

Audit Committee

Executive Officers’ Meeting
(An advisory body to the Chief
Executive Officer)

Independent Auditor
(Ernst & Young ShinNihon LLC)

Percentage of Outside Directors in
Nomination, Compensation and
Audit Committees
Nomination Committee: 60%
(3 out of 5 members)
Audit Committee: 83%
(5 out of 6 members)
Compensation Committee: 60%
(3 out of 5 members)

[Execution]

Percentage of Outside Directors
45% (5 out of 11 Directors)

Board of Directors
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Convocation Status of Important Meetings
 ate of attendance at Board of
R
Directors’ meetings in FY2016
Name

Attendance rate

100% (17 out of
17 meetings)

Takemoto
Oto

100% (17 out of
17 meetings)

George
Olcott

100% (17 out of
17 meetings)

Richard
Dyck

100% (14 out of
14 meetings)

Chieko
Matsuda

100% (17 out of
17 meetings)

Shigeru
Azuhata

100% (17 out of
17 meetings)

Yoshihiro
Nomura

100% (17 out of
17 meetings)

Some of the agendas discussed at the Board of Directors’ meetings in FY2016

Hisashi
Maruyama

100% (14 out of
14 meetings)

•2018 Medium-term Management Plan

Masayuki
Sarumaru

–

Shinichiro
Omori

–

Yoshihito
Kitamatsu

–

•M&A (FIAMM Energy Technology S.p.A., PCT Cell Therapy LLC, etc.)

Evaluation of Effectiveness of the Board of Directors

Our Strategy

In accordance with the Hitachi Chemical Corporate Governance Guidelines, Hitachi
Chemical has been evaluating the effectiveness of the Board of Directors every year in
order to ensure the effectiveness of the Board’s management oversight function and
decision-making function. We evaluated the effectiveness of the Board of Directors
consisting of Directors elected at the Annual General Shareholders’ Meeting held in June
2016, and disclosed the analysis and evaluation results on Hitachi Chemical’s website.
We will continue to make efforts to improve its effectiveness in fiscal year 2017 as well.

At a Glance

Kazuyuki
Tanaka

Hitachi Chemical’s
Strength

In fiscal year 2016, Hitachi Chemical’s Board of Directors held 17 meetings and passed
resolutions on important matters relating to the basics of management such as management policies, the appointment of Chief Executive Officer and Executive Officers
and other such matters. The Board of Directors also periodically received reports on
business results and engaged in constructive discussions, as well as promoting the
development of appropriate internal control and risk management systems and supervising the effectiveness of the implementation of such systems.
The Executive Officers’ Meeting was convened 23 times, where discussions were
held by combining the knowledge of all Executive Officers for the Chief Executive
Officer to make accurate and prompt decisions on matters of importance that may
affect the Company or the Group. In regards to other important meetings, the Nomination Committee held 2 meetings, the Audit Committee held 13 meetings, the
Compensation Committee held 4 meetings, the J-SOX Committee held four meetings
and the Compliance Management Committee held four meetings.

Ensuring the Effectiveness of Audits by the Audit Committee

Our Initiatives

The Audit Committee consists of 6 Directors including 5 Independent Outside Directors, under whom 4 staff members in positions equivalent or subordinate to general
managers of departments are assigned. The Audit Committee held a meeting periodically once a month, and determined audit policies, audit execution plans, etc., and
conducted auditing activities including interviewing Executive Officers, attending important internal meetings and performing site audits at major business sites and Group
companies. We are also ensuring the effectiveness of audits through collaboration
secured by frequent meetings and interviews with the external independent auditor
and the internal audit section.

Appointment of Directors and Executive Officers and
Independence of Outside Directors
With regard to the reasons for selecting Directors, the Nomination Committee nominates candidates and eligible persons based on its standards, and the General Shareholders’ Meeting makes decisions by resolution. Decisions regarding the appointment of
Executive Officers are made by the Board of Directors based on standards.
Independent Outside Directors are independent from Hitachi Chemical and ask questions, present opinions and give advice, etc., as appropriate from the perspective of ensuring the lawfulness, appropriateness and efficiency of management and raising corporate value based on their extensive experience and knowledge at meetings including
those of the Board of Directors. The Nomination Committee determines the independence of Outside Directors based on its standards for determining their independence.

For the reasons for selecting Directors,
refer to P.47-48.

For information on the standards for
determining the independence of
Outside Directors, refer to Hitachi
Chemical’s website About Hitachi
Chemical Corporate Profile
Corporate Governance Hitachi
Chemical Corporate Governance
Guidelines.
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Directors’ and Executive Officers’ Compensation
The compensation of Directors and Executive Officers is determined in accordance with
policies for recruiting diverse and exceptional human resources, in order to provide
management motivation to pursue higher corporate value not just over the short term,
but also over the medium to long term. The Compensation Committee determines Directors and Executive Officers’ discusses on the polices regarding the compensation of
Directors and Executive Officers and determines their compensation on an annual basis.
Directors’ and Executive Officers’ Compensation (FY2016)
Type of
management
position
Directors

Total
compensation
(Millions of yen)

Compensation by category (Millions of yen)
Monthly
base salary

Performance-based
reward and
term-end bonus

Number of
eligible persons

(excluding Outside
Directors)

114

101

13

6

Executive Officers

532

346

186

13

Outside Directors

81

72

9

7

Relationship with Parent Company and Ensuring Equality
Among Shareholders

For detailed information on thorough
practicing of compliance, refer to Hitachi Chemical’s website About
Hitachi Chemical CSR Governance and CSR Management
Compliance.

Thorough Practicing of Compliance

 umber of Compliance
N
Training Participants
(Persons)

4,110
3,137 3,350

1,774

2012

2,072

2013

2014

2015

2016

(Fiscal Year)

 reakdown of compliance
B
training participants
in FY2016
(Persons)

Antimonopoly Act

743persons

Harassment

447persons
4,110

persons

Compliance in general

2,920 persons
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As a member of the Hitachi Group, Hitachi Chemical continues to improve cooperative
relationships with Hitachi, Ltd. and other Hitachi Group companies through business
activities such as management information exchange, R&D, and sharing product supply, and effectively uses management resources including the Hitachi brand strength
to increase its corporate value. In order to ensure independence in business operations
and transactions, we also pay due consideration to ensure that Directors, who concurrently serve as director of the parent company or its Group company, constitute minority of the Board of Directors, as well as developing measures and an environment
to ensure the rights of shareholders and equality among them, including making it our
policy to give consideration to minority shareholders.

We define compliance as more than just strict adherence to laws and regulations, and
understand it to include observance of industry standards as well as employees’ routine
activities to comply with and enhance corporate ethics and social norms. Compliance is
positioned at the heart of Hitachi Chemical’s CSR activities. We distribute the Hitachi
Chemical Group Codes of Conduct Handbook—an easy-to-understand explanation of
the Codes of Conduct, which serve as a guide for conduct—to all employees and require
them to periodically reread and comply with the Handbook. We have also specified every October as the month of corporate ethics, in which a message from the top management is conveyed and a wide range of awareness-raising activities are carried out.
We conduct training and audits to reinforce compliance. In fiscal year 2016, the division responsible for compliance conducted training 100 times, in which 4,110 employees participated. Audits were conducted with respect to two companies in Japan
and eight overseas companies, and guidance and education were provided to improve
compliance management systems. Plans for fiscal year 2017 include audits of 15 Hitachi Chemical business sites in Japan and overseas.
We have also set up the “Global Hotline,” a whistleblowing system in which reports
can be made in three languages (Japanese, English and Chinese), with points of contact established inside Hitachi Chemical as well as outside (at a law firm). In fiscal year
2016, 10 inquiries/reports were received including those from overseas, none of which
would have led to serious breach of laws or regulations.
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Strengthening of Risk Management
For detailed information on strengthening of risk management, refer to
Hitachi Chemical’s website About
Hitachi Chemical CSR Governance and CSR Management Risk
Management.

Hitachi Chemical’s
Strength

Hitachi Chemical requires its officers and employees to keep an eye on a various risks
and act by being mindful of preventing such risks from arising. In regards to risks that
may have a particularly substantial impact on management, we have established
countermeasures by making their financial impact visible in the form of a risk assessment table based on a scenario specifying the types, responding division, scale of
damage and frequency of occurrence through risk assessment. These are reported to
the Executive Officers’ Meeting and the Board of Directors and are also described as
“Business-related Risks” in the Securities Reports. Having established the Risk Management Center as an independent organization that reports directly to the President
and CEO, we are making efforts to further improve governance systems from the
viewpoint of compliance, business continuity, export controls and internal audits.
Risk Management Process
Identification of risks
Identification of major risks and
division-specific risks

Monitoring

Evaluation of risks

At a Glance

Internal audits and
routine self-audits

Summary of risks and
evaluation of impact

Risk financing

Risk control

Expansion of internal reserves,
insurance policies

Institutionalization and organization
(response by each division)
Education, penal provisions, drills

Main Risks and Countermeasures
Category

Main risks

Countermeasures

Recession, fall in demand,
intensified competition
Failure to detect product
defects, leaks to outside

•
Formulate medium/long-term strategies, dynamic
business operations by each business division
•
Application to quality management systems, stringently enforce manufacturing processes

Social
responsibility

Unfair trading (bidrigging, bribery)
Leakage of customer/
client information

•Promote audits, education, various compliance programs
•Thoroughly manage information through the development of rules and self-auditing, raise awareness by
e-learning
•Evaluate Information security and execute measures
to improve Information security

 umber of participants
N
in BCP management
simulation training
(Persons)

77

71

72

73

34

Business Continuity Management
In order to meet the expectations of customers and society, we are seeking to improve the
standard of business continuity management through such efforts as periodic business
continuity plan (BCP) simulation training. In fiscal year 2016, a training program was conducted at Hitachi Chemical’s Nabari Works based on a Nankai Trough Earthquake scenario. In
fiscal year 2017, we plan to hold three training programs in total based on a major earthquake
scenario and a worldwide new-strain influenza pandemic scenario, with the participation of
around 100 people.

2012

2013

2014

2015

2016

(Fiscal Year)

Our Initiatives

Stable
revenue

BCP
Business Continuity Planning

Our Strategy

Health &
safety
Business
continuity

•Develop manuals on initial response that varies from busiDamage caused by
ness site to business site, formulate BCP and conduct drills
earthquakes and tsunamis
•Formulate BCP against worldwide new-strain influenInfection with diseases,
za, make alternate production arrangements, suppandemics
port preparedness of overseas Group companies

Agreement on Capacitor Business with the U.S. Department of Justice
Since 2014 Hitachi Chemical has been cooperating with the U.S. Department of Justice in its investigation on the violation of the U.S. antitrust
Laws by the capacitor business managed by its Group company. In relation to this case, Hitachi Chemical accepted a plea bargain with the
Department of Justice in April 2016, which included the payment of a fine amounting to US$3.8 million (approx. ¥398 million). We deeply
apologize for the concerns and inconvenience caused to our customers, shareholders and all other interested parties. As a measure to prevent
recurrence, we will endeavor to rebuild the compliance system of the entire Group and conduct education in a thoroughgoing manner, with
our division in charge of legal affairs and compliance playing a leading role under the direction of the top management of Hitachi Chemical.
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Our Initiatives—ESG Management

Board of Directors and Executive Officers (As of the end of June 2017)

From back left: Richard Dyck Masayuki Sarumaru Yoshihiro Nomura Shigeru Azuhata Takemoto Oto Shinichiro Omori George Olcott
From front left: Chieko Matsuda Kazuyuki Tanaka Hisashi Maruyama Yoshihito Kitamatsu

Board of Directors
Name

Kazuyuki
Tanaka

Position

Reasons for selection

Significant concurrently
held positions

Mr. Tanaka has a wealth of experience and excellent management
capabilities as a management executive of Hitachi Chemical and President of Japan Thermosetting Plastic

Chairman of Hitachi Group companies. He is expected to enhance the Board of Industry Association Director & Audit
the Board
Directors’ decision-making functions by sharing information as a Committee Member of Hitachi, Ltd.
member of the Board.

Outside
Director

Mr. Oto is expected to enhance the Board of Directors’ functions by
reflecting, in the management of the Hitachi Chemical Group from a Outside Director (Audit & Supervisory
standpoint independent from the Hitachi Group, his extensive expertise Committee Member) of A.D.Works. Co., Ltd.
in personnel and general affairs and the broad insight he has gained as Outside Corporate Auditor of Imperial Hotel, Ltd.
a management executive as well as outside auditor of other companies.

George
Olcott

Outside
Director

Dr. Olcott is expected to enhance the Board of Directors’ functions
by reflecting, in the management of the Hitachi Chemical Group
from a standpoint independent from the Hitachi Group, his wealth of
experience and broad insight as an academic expert and management
executive.

Richard
Dyck

Outside
Director

Mr. Dyck is expected to enhance the Board of Directors’ functions by
reflecting, in the management of the Hitachi Chemical Group from
a standpoint independent from the Hitachi Group, his wealth of Representative Director of TGK K.K.
knowledge and experience in semiconductors and the broad insight
he has gained as a management executive.

Outside
Director

Dr. Matsuda is expected to enhance the Board of Directors’ functions
by reflecting, in the management of the Hitachi Chemical Group
from a standpoint independent from the Hitachi Group, her extensive
expertise in business economics and accounting/finance and the broad
insight she has gained as a university professor and management
executive.

Takemoto
Oto

Chieko
Matsuda

Annual Report 2017

Guest Professor, Faculty of Business and
Commerce, Keio University
Outside Director of The Dai-ichi Life Insurance
Company, Limited
Outside Director of DENSO Corporation
Non-executive Director of JPMorgan Japanese
Investment Trust plc

Professor, Graduate School of Social Science,
Tokyo Metropolitan University
Professor, Faculty of Urban Liberal Arts, Tokyo
Metropolitan University
Outside Corporate Auditor of Kirin Holdings
Company, Limited
Outside Director of SATO HOLDINGS CORPORATION
Outside Director of Foster Electric Company,
Limited

Nominating Compensation
Audit
Committee Committee Committee

Independent
Director
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Hitachi Chemical’s
Strength
At a Glance
Our Strategy

Name

Position

Reasons for selection

Significant concurrently
held positions

Mr. Azuhata has a wealth of operational experience and expertise
in research and development. He is expected to enhance the Board
Fellow of Hitachi, Ltd.
of Directors’ functions by reflecting them in the management of the
Hitachi Chemical Group from a big-picture perspective.

Director

Mr. Nomura has broad business experience and knowledge, having
been engaged in the management of Hitachi Chemical’s core businesses
such as advanced performance materials business and energy storage
& automotive products business as well as overseas Group companies.
He is expected to enhance the Board of Directors’ decision-making
functions by sharing information as a member of the Board.

—

Hisashi
Maruyama*

Director

Mr. Maruyama has a wealth of experience, proven track record and
excellent management execution capabilities, having been engaged
in the management of Hitachi Chemical and its Group companies.
He is expected to enhance the Board of Directors’ decision-making
functions by sharing information as a member of the Board.

—

Masayuki
Sarumaru

Outside
Director

Mr. Sarumaru is expected to enhance the Board of Directors’ functions
by reflecting, in the management of the Hitachi Chemical Group from a Representative Director and Vice Chairman of
standpoint independent from the Hitachi Group, his wealth of experience YKK Corporation
and broad insight as a management executive of an international enterprise.

Shinichiro
Omori

Director

Mr. Omori has a wealth of operational experience and expertise in
manufacturing and materials procurement. He is expected to enhance Senior Vice President and Executive Officer of
the Board of Directors’ functions by reflecting them in the management Hitachi, Ltd.
of the Hitachi Chemical Group from a big-picture perspective.

Yoshihito
Kitamatsu

Director

Mr. Kitamatsu has a wealth of operational experience and expertise in
accounting and finance. He is expected to enhance the Board of Directors’
decision-making functions by sharing information as a member of the Board.

Yoshihiro
Nomura*

Independent
Director

Our Initiatives

Director

Shigeru
Azuhata

Nominating Compensation
Audit
Committee Committee Committee

—
*Concurrently serving as Executive Officer

Committee Chairman

For the list of the Executive Officers, please refer to Hitachi Chemical’s website About Hitachi Chemical Corporate Profile Board of Directors
& Executive Officers.
For the brief background of Directors, please refer to the “Notice of Annual General Shareholders’ Meeting,” Hitachi Chemical’s website Investor
Relations Stock Information Notice of Annual General Shareholders’ Meeting.
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