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vl Knowledge, Resources, News, and Announcements

This is an issue of IAFEI Weekly Update for the week of March 18, 2024.

Valued All IAFEI Board members, ExCom members & Advisory Committee members:

Friday, March 8 was the International Women's Day 2024 (IWD 2024). On that occasion, this
issue features two special articles related to the advancement of women.

The following interesting and useful articles and information await you in this issue. | hope you
enjoy reading them.

My special thanks to Piergiorgio, Conchita, Yaguchi-san, and Taga-san for their contributions.

Deloitte. Insights Women in the boardroom, eighth edition
A Deloitte Global report on gender diversity on boards and women in leadership

(Contributed by Ms. Conchita Manabat) ... Page 3

Regus How women benefit from hybrid working
(Contributed by Mr. Nobuki Taga) ... Page 3

Business at OECD Charting the Course for Competitiveness: Our 2024

Annual Consultation with OECD Leadership and Ambassadors
(Contributed by Mr. Piergiorgio Valente) = Read the article online

Business at OECD Update March 2024 Volume
(Contributed by Mr. Piergiorgio Valente) - Read the article online

EU Taxation and Customs NEWSLETTER 16/02/2024
New measures to fight VAT fraud, Pillar 2, CBAM, ICS2, Updated Compliance Risk Management
(Contributed by Mr. Piergiorgio Valente) -> Read the article online

BGI POST In The Loop
v Zero waste heroes: How APNA is leading the charge for a sustainable future
v' Are companies living up to their ESG pledges?
v’ Standard Chartered Bank Bangladesh CEO: We will be there to help
v' Sailing into success: U.S. and Japan strengthen maritime alliance
(Contributed by Ms. Conchita Manabat) - Read the online articles

OECD 2024 Global Anti-Corruption & Integrity Forum
(Contributed by Mr. Piergiorgio Valente) - Read more and register online



https://biac-25159535.hs-sites-eu1.com/special-update-from-business-at-oecd-2024-annual-consultation-with-oecd-leadership-and-ambassadors?ecid=AOKeC1Yvp21AmYy6EYzLB2pMw9dLiq1e4nX-1hQGx0Wqwxm6V2SJ57wv2w9DfduqrxyiDPBjXt4x&utm_medium=email&_hsmi=83142344&_hsenc=p2ANqtz-_ncjFLOqO-uxPBteL-kMdbNJUavEBmjwpK5E3rThfbn9uVt-AixyjXZ7NbUUD76NaTlcGvf8oe5K7wn_dmEp8fa-K7CQ&utm_content=83142344&utm_source=hs_email
https://biac-25159535.hs-sites-eu1.com/the-update-from-business-at-oecd-march-2024?ecid=AOKeC1bXp1b9W6aI1TzAwAzsY3e4X6b5RwZxuf1eIWg-S3OHQpttrHRvldX82Nxw1pM79_5Gcx4W&utm_medium=email&_hsmi=83736713&_hsenc=p2ANqtz--hxEqxcFv7CZ1Df829JEqHPGgVjmbZ4UFB8vl4zUx8K4SCPVdXNE9KP47Fc_uGn8M41i8PxKCNp8RCZe33l9KZmzZpKA&utm_content=83736713&utm_source=hs_email
https://ec.europa.eu/newsroom/taxud/newsletter-archives/50989
https://www.gmipost.com/upcoming-reports.html?utm_source=in-the-loop.beehiiv.com&utm_medium=newsletter&utm_campaign=3-ways-that-esg-creates-value
https://www.oecd-events.org/gacif2024?utm_campaign=aci-news-february-2024&utm_content=Learn%20more%20about%20the%20event&utm_term=gov&utm_medium=email&utm_source=Adestra
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Keidanren (Japan Business Federation)

BUSINESS PRIORITIES FOR THE 13TH WTO
(Contributed by Mr. Piergiorgio Valente) - Read the article online

DBA (Confederation of German Employers' Associations)
The education system must convey the joy of teaching and learning:

Achievement is worthwhile!
(Contributed by Mr. Piergiorgio Valente) - Read the article online

BDI (Federation of German Industries)
TDI 2024 - DAY OF INDUSTRY - Hybrid Conference -

Motto : Cohesion in Polarized Worlds
(Contributed by Mr. Piergiorgio Valente) - Read the online article

HR Hard to swallow “Human Capital” Series No.3
(Contributed by Mr. Yaguchi; Translated by Mr. Mannari) ... Page 4

Please feel free to circulate this within your organization. | am hoping that this Weekly Update
may increase the value of IAFEI membership. If you have any suggestions, or
recommendations, or would like to participate to provide articles. Please do not hesitate to
contact me.

Thank you for your continuous support and | would love to hear from you.

Tsutomu Mannari
Chairman of |AFEI (Total 6 pages)


https://www.keidanren.or.jp/en/policy/2024/010.html?utm_medium=email&_hsmi=82893853&_hsenc=p2ANqtz-9I6p3TomGH13y_ZMqq-FeLtn8hmaToLMpjUl1XEtiJxhPFrYc0tim2hTsMeMREJSLeBATONxToJHiNl2gnESgY2odONA&utm_content=82893853&utm_source=hs_email
https://arbeitgeber.de/en/the-education-system-must-convey-the-joy-of-teaching-and-learning-achievement-is-worthwhile/
https://english.bdi.eu/day-of-industry

IAFEI Weekly Update | 2024 Vol. 05

Women in the boardroom, eighth edition

A Deloitte Global report on gender diversity on boards and women in leadership I

Executive summary

Gender parity on boards will be elusive without greater focus and action

The business case for diversity has been established for some time. Companies with more
diverse boards have shown that they tend to perform better financially. 1 What's more,
organizations that are more diverse as a whole with respect to gender—from top executives
and board members to managers and employees—tend to outperform those that are less
gender-diverse. 2

What remains in question, however, is this: With women still underrepresented on company
boards globally, why aren’t organizations and investors doing more to realize the benefits that
diverse boards bring?

The eighth edition of the Deloitte Global Boardroom Program’s Women in the boardroom: A
global perspective finds that women hold less than one-quarter of the world’s board seats
(23.3% in 2023). ... ...

9

(Source: Deloitte Insights)

How women benefit from hybrid working |

Women are shattering the glass ceiling of corporate boards, yet chairmanships remain
elusive.

In the last few years, many businesses have adopted a flexible approach — one where
employees split their time between working from home and the office.

It's been highly beneficial for a number of reasons, but women — especially those in minority
groups — have really reaped the rewards. We spoke to over 1000 women and found that:

. 53% feel empowered to apply for more senior roles

. 66% say flexible working has opened up new opportunities

. 44% feel hybrid working has improved their efficiency

. 32% of women in minority groups feel more seen by senior leadership

Why is the hybrid approach working so well for women? Find out in our exclusive white paper.

9

(Source: Regus)


https://www.credit-suisse.com/about-us-news/en/articles/media-releases/credit-suisse-gender-3000-report-shows-women-hold-almost-a-quart-202109.html
https://www.morganstanley.com/ideas/gender-diversity-investment-framework
https://www2.deloitte.com/us/en/insights/topics/leadership/women-in-the-boardroom.html?id=gx:2em:3na:4women_in_boardroom:5GC1000058:6di:20240307::wib24_client_email
https://app.contact.regus.com/e/es.aspx?s=188399297&e=14232228&elqTrackId=cb59fe3d8d204cae85c94aec76b3d853&elq=3632bdd9e68f496fb3bdb2c33219b8d1&elqaid=7432&elqat=1
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Hard to swallow “Human Capital” Series No.3

This HR Balance sheet concept was first invented
by Mr. Hiroshi Yaguchi & introduced at IAFEI
Webinar on the 27th of Feb. IAFEI Chairman Mr.
Mannari.

IAFEI Weekly update will introduce his conceptas
a series of 4 weeks by translating into English from
the original Japanese article.

In 1989, he graduated from the Faculty of
g H [ Economics at the University of Tokyo and
H uman I‘Ia hlllw joined Sumitomo Banking Corporation
(currently Sumitomo Mitsui Banking
Corporation). After experiencing business
research, human resources, and corporate
finance at the bank, he established the Japan
CFO Associationin 2000. CFO, develop an
education business to build a network of
management and finance departments and
train corporate finance professionals. He has
served as the Asian representative and
. president of the International Federation of
Human Cﬂpltﬂl Financial Executives (IAFEI). Established the
Japan CHRO Association in 2018 and the Japan
CLO Associationin 2020 to strengthen the
corporate functions of companiesincluding
human resources and legal affairs.

Human Asset

The following article is a continuation of the previous article (Series No. 2).

Raising human capital is a Management responsibility

Even though it is important to have dialogue with investors, there are investors who are not
interested and simply aim for the assets that the company has. There is no need to interact
with all investors, but it is fine if investors who sympathize your company's management
philosophy, management vision, business strategy, and even financial policy based on the
disclosure and invest to your company. You may need to choose the person with whom you
want to have dialogue.

Human capital is the same. There are also various people in the labour market. Some people
aim for a return in the short term, while others have a long-term life plan and overlap the
growth of the company with their own growth. The company only needs those who
sympathize with its management philosophy, management vision, business strategy and
personnel policy to join.

Raising human capital is the job of the management as well as raising capital. In order for
them to choose what kind of investors and human resources, it is essential to have a deep
understanding of the management philosophy, vision, and strategy. The recruitment of
people (in Japan) used be focusing on a Group as a resource, but needs to be more focused
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on the ability and personality of each individual. It's not a job of HR department to make a
recruitment plan only from its past experience and recruitment results. You may realize the
importance of recruitment. This job should be carried out by the management. This is the
reason why it is so called as human capital management. It is not an ambiguous definition of
human capital because people are important. If you position it correctly like a balance sheet,
you can see that human capital is the result of people investing in the company. Similar to the
capital market, you can see the essence of the job of raising human capital by confronting the
labour market

People-centered engagement

The word "engagement" became to be more popular as a human resources terminology than before.
It is often used to evaluate the company's HR policy and measures, such as increasing engagement or
the engagement index has dropped. But investors are the ones who engage. In the case of the capital
market, “engagement” means a constructive dialogue between the companies and their investors or
potential investors. Similarly, it is people who engage in the labour market, and people are the
protagonists. Employee engagement should be dialogues between the company and the employees
about management philosophy, management vision, specific work, and colleagues who work together
as judgement material for investors (employees). If the working people don't have this understanding,
an engagement index can merely be at the same level as the satisfaction survey.

Liquidity of the labour market

When the essence of human capital comes to be visible, the necessity of increasing the
liquidity and efficiency of the labour market and upgrading it become to be more visible.
Along with the corporate governance reform, the stewardship code has also been established.
The principle of action has been introduced that institutional investors put the interests of
investors and beneficiaries first, with a view to both investors/beneficiaries and investee
companies. In addition, although it greatly betrayed expectations, capital market reforms have
also been carried out in Japan and many companies are forced to bring up its PBR above 1.

The same thing will be needed in the labour market. The era of indirect finance under bank
control so far actually overlaps with the era when companies played the leading role and
people were positioned as resources and costs. Although the equity of human capital does
not have "holding" as expected, it has been sealed by the rigidity of the labor market, which
has been maintained by Japanese-style human resources practices such as lifetime
employment and family like management.

In the corporate governance reform, the introduction of outside board of directors became a
major highlight, but company management will not be revitalized by bringing an external
perspective only in the board of directors. If the executive team, including young employees,
does not have opportunities to gain various experiences and grow through many difficulties,
the company's performance will not increase.

In the view of corporate finance, investors have no choice but to wait for the management to
allocate investment in which business and how much and how much to return after investing
in the company's stocks. Although It was a long time ago, it became a hot topic when Sony
raised capital by each business unit called tracking stock. | haven't heard this kind of story
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since then, but originally, it is rational for investors to invest in a business unit. In recent years,
under the name of conglomerate discount, there is a strong tendency to dislike to diversify
investment funds in multiple businesses.

Even if you invest to the company with not enough governance or not enough
HQ/Corporate function, there is no guarantee that the funds will be successfully invested in
the business as described by the company. This is the same for human capital investment. It is
necessary to have a clear idea as a "human capitalist" about what kind of job he or she wants
to do in which department, and to gain experience after making efforts to enhance their
knowledge and skills so that the investment can achieve the desired results. Recently, more
and more companies are getting their hands on the work that employees want, such as the
posting system, but it is natural considering that this is a human investment. Just as two type
of investors like professional investors (specific investors) and general investors, there are also
professional investors and general investors in human capital investors. Post graduate new
employees may not necessarily be general investors, but after gaining some experience, it is
necessary to have responsibility and awareness as a professional investor. We have seen a lot
of people who are suddenly forced to make decision without a choice by the company
around the age of 50 after continuing to accept the opportunities provided only by the
company, we should not increase the number of these sad people. On the other hand, if the
company only regards employees as human resources or providing job to the employees or
purchasing employees' labour at a low price, under the current trend of population decreases
and labour shortage becoming more serious, highly conscious people will be out and taken
by a foreign capital company. If not only financial capital but also human capital is taken to
foreign capital, there is no future in Japanese society.

What is "human assets”?

Let's think about human assets when we can clearly see what human capital is. If there is
human capital, it does not mean that it will function as a human asset immediately. Just
because you raise capital from shareholders, the asset is only recorded as a cash, and what
kind of asset will this cash be capitalized to, and how to increase the corporate value of that
asset, as an asset It is depending upon the ability of the management and the executive team.
In order for human capital to function as a human asset, it is depending upon whether people
who are human capital will be able to work appropriately according to the management
strategy or not after sharing the corporate philosophy and corporate culture. In order to do
that, it is also important to create an environment where people can be actively realizing their
abilities and individuality. As already mentioned, it goes without saying that it is necessary for
people to be aware that they are human capitalists and make efforts to grow as independent
individuals.

Jobs such as talent management, talent development, compensation system and education
and training as the role of the human resources department can function only under these
circumstances, In short, the big difference of the human asset from the physical assets is that
human assets do not always depreciate after acquisition like physical assets, but rather are
incremental assets. Human assets are not at the acquisition cost, but the value fluctuates at
the market value evaluation. The unrealized gain is the required human capital disclosure and
the future return.
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"Human debt”

| have been talking about human capital and human assets so far. If you compare with the
balance sheet in blue colour, one thing is missing. That is human debt [see Chart 6-5].

1 Capital -

The typical debt is bank borrowing. The bank lends the funds necessary for business growth.
The cost is interest. Fees may be added, but the procurement cost is much lower than the cost
of shareholder capital. However, the money has to be returned.

What about human debt? Like human investment, instead of spending your life as an investor
and capitalist, it would be a way of working to provide time and ability and get a stable
money. There may be cases where people with professional licenses and people with high
ability who have retired from the company should help several companies with their work.
You can't get a return like human capital, but you can get a stable money and feel free to quit.
From the perspective of working people, it is a "human creditor". Similar to repaying the loan
to the bank, company can terminate the contract any time. Even if people want to work as a
human investor, the human debt which was generated as a result of the current social system
and company-dominated political measures must be resolved not only as an individual
responsibility but also as a social problem. Efforts such as employment of people with
disabilities, foreign workers, and women, prohibition of discrimination to those socially
vulnerable and disclosure requirements are progressing. But if there are people who are not
willing to work as a human debts but forced to work as a human debts, it would be our
responsibility to change this society to where anyone can be an Human investor or human
capitalist with own effort.

| have already pointed out that "Japanese-style human resources practices such as lifetime
employment and family like management" are the cause of the rigidity of the labour market
in Japan, but this also had an important meaning if you go back to the past. From the Edo
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period to the Meiji period, workers such as craftsmen and farmers worked according to
demand in short-term employment, including day labor, and the human debt type was the
mainstream. We cannot forget that the "modernization" due to the influence of the Industrial
Revolution progressed, in addition to the need for a large amount of labour to work long-
term and stably, together with the appearance of the new management people with people-
oriented philosophy such as Konosuke Matsushita changed this norm and made the human
capital type of employment general with a philosophy of developing employees like family
members.

Because of stable employment and income, employees were able to increase their knowledge
with peace of mind, hone their skills, and improve their humanity through their work. Since
the collapse of the bubble, which led to the so-called lost decades, by partially been
influenced by overseas investors in recent years, the ratio of non-regular employment has
greatly expanded due to the emphasis on efficiency and liquidity in human resources to
increase the company's profits. These would have been a historical background and reason
why the human debt is expanding again. The expansion of human debt causes not only a
social and political issue, but also raising the cost of recruitment and training for the
company. The turnover or the replacement of human resources has already caused wrinkles in
the inheritance of corporate culture and know-how. If you take human resources from the
perspective of whether it is human capital fixed in long-term employment or human debt with
liquidity, you can see that it is important to adjust the balance between immobilization and
liquidity according to the state of the company and the state of the labour market. You will
see how the procurement of human resources is a management job, including the
combination of human capital and human debt, which is a debt-equity ratio.

(to be continued to No. 4)



