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In recent years, Japanese companies are facing drastic changes to improve corporate
value in the global markets with movements that are led by the Japanese government.
Integrated reporting is considered to be a valuable tool for the establishment and
implementation of medium to long term corporate strategy. Integrated report should be
issued based on actual business operations. However, based on our review of over 200
“self-declared” integrated reports issued by Japanese companies, the content of these
reports are not sufficient in meeting the requirements for an integrated report, whose
purpose is to communicate the corporate value creation story, linking the company’ s past
and present performance, aswell asfutureoutlook.

In the survey conducted by KPMG Japan, reporting of the company’s value creation
process and capitals are not informative enough, especially to institutional investors. One
of the most critical reason for this is that integrated thinking is not being properly
implemented in most reporting companies in Japan. Integrated thinking is fundamental to
integrated reporting because it is a crucial factor in the establishment of a reporting
processes to produce an integrated report.

The International <IR> framework issued by the International Integrated Reporting
Council, described intellectual capital as an example of one of the key capitals relevant for
acompany’ svaluecreation. Identificationand reporting on thecompany’ skey intellectual
capitals could assist in the quality of integrated reporting as well as the establishment of
anintegrated reporting process.

Ever since 2003, some Japanese companies have been making an effort to publish
“Intellectual Property Reports” and/or “Intellectual Assets based Management Reports
(IAbM)”. Although the contents required in such reports are much less than what is
required in integrated reports, the processes involved are very similar to the processes in
integrated reporting/thinking. Thus, reconsideration of intellectual assets based
management could be a practical approach to improve the quality of integrated reporting
and integrated reports.
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