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Q1
The most important initiative for the Group in fiscal 2003 was the adoption of the
pure holding company system. What benefits have emerged from this move,
taken almost one year ago?

Answer.1
Fiscal 2003 saw us focus on ensuring our new management system—the pure holding company system—was fixed

firmly in place, by building the necessary infrastructure and mechanisms. The Fuji Electric Group is active in a wide range

of business fields, and our move to give complete autonomy to all our business divisions was primarily aimed at ensuring

optimal management efficiency in these diverse business fields. The adoption of the pure holding company system,

therefore, represented a major restructuring of our operations. However, this is only the first step. It is now vital that we

embrace the essence of our new management system, ensure it functions effectively, and use it to rapidly enhance the

Group’s corporate value.

To answer the question though, I think the greatest benefit of this process has been the clear transformation in the

role of top managers at each operating company: no longer are they merely responsible for one of our in-house compa-

nies; instead, they have become the president or executive officer of a major corporation generating hundreds of billions

of yen in annual sales. I’m confident this change will have a significant impact on results in fiscal 2004, not least because

this year’s Group performance targets have been set much higher, giving the presidents of our operating companies

much more to think about.
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Another benefit has been the very visible change in motivation in Fuji Electric managers and employees. With our

new holding company system, we have removed at a stroke the structure that allowed profitable in-house companies

to act as a crutch for underperforming ones. At the same time, we can now more easily compare the performance of

our autonomous operating companies with peers in the same field. These changes have served to focus the minds of

our managers and employees on the urgency of their respective situations. A number of steps taken after the move to

the holding company system illustrate this greater dynamism: Fuji Logistics and TOYOTA INDUSTRIES formed an

operational and capital alliance in the logistics services field; Fuji Denki Sosetsu Co., Ltd. spun off its information

business to form a new company, Fuji Electric IT Solutions Co., Ltd.; a partnership was formed with Siemens Automation

and Drives (A&D) in the measuring and control field; and an alliance in the vending machine field in China was created

with the Dalian Bingshan Group Co., Ltd. These bold alliances and spin-offs were part of our efforts to create a

business group comprising the industry’s strongest specialists. Moreover, our move to a holding company system

meant internal decisions on these strategic moves were carried out more smoothly, and action taken more rapidly.

Q2
What strategic role will the holding company play in the Fuji Electric Group?

Answer.2
In aiming to become a business group comprising the industry’s strongest specialists, each operating company has

been given an autonomous management framework with total responsibility and authority for their respective busi-

ness operations. Each operating company will now accelerate and strengthen the implementation of individual strat-

egies tailored to the unique characteristics of their businesses. However, there is a danger that if we focus too much

on this approach, the Group could become unbalanced and less cohesive, preventing us from realizing optimum

Group operations and leveraging our inherent synergies. The holding company therefore, has three main roles to play

in maintaining balanced Group operations and maximizing corporate value.

First, the holding company will be responsible for achieving optimum Group management, based on an executive

committee (EC) comprising holding company standing directors, the general managers of the strategy development

divisions and presidents of core operating companies. The EC, which meets twice a month, is an advisory body that

reports to me. It is not a decision-making body, but simply an arena for discussion. Discussions within the committee

are on issues that concern the management of the entire Group, as well as on key business reports presented by

operating company presidents to me as the EC chairman. Based on the outcome of these discussions, in my capacity

as the individual responsible for the management of the Group, I select the issues of greatest concern and put them

to the board of directors of the holding company.

Second, the holding company plays an intermediary role between the operating companies, ensuring the entire

Group shares the latest information on customers, technologies and other areas in order to effectively generate synergies.

One recent example of the actions we are taking in this area was the establishment of a Joint Group Strategic Marketing

Committee in March 2004, chiefly to coordinate operating company intentions and make decisions on Groupwide mar-

keting strategy.

Research and development is the holding company’s third role. Here Fuji Electric Holdings will seek to predict

future technology and underlying trends. To give some examples, we will work to accurately assess overall trends in

the market related to fuel cells and solar cells in the energy field, and Organic Light Emitting Displays (OLEDs) in the

display field. Using this knowledge, we will move one step ahead of our competitors in the development of new

technology, allowing us to rapidly lay the groundwork for the launch of future products.
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Q3
Fuji Electric announced a new three-year medium-term management plan in
August 2003, covering the period to March 2006. What progress have you achieved
in the first year of this plan?

Answer.3
Fiscal 2004 will mark the first year since we adopted the pure holding company system, as well as the second year of

our latest three-year medium-term management plan. In that sense, fiscal 2004 will be a very important year that puts

the new holding company system to the test. The subtitle of our management plan is “Creating new corporate value

in a deflationary environment.” More specifically, this means we are aiming to independently generate greater corpo-

rate value assuming flat economic growth. The plan’s management targets are a ratio of operating income to net sales

of 5.0% or greater and a reduction in debt to less than ¥300 billion by fiscal 2005. This compares with a ratio of

operating income to net sales of 2.0% and debt of ¥363 billion in the year under review.

The plan is underpinned by a number of concrete initiatives, and we made progress in all these areas in the

year under review. With the first initiative, “Grow sales through the creation of new businesses and products,

based on stronger R&D technology capabilities,” we have clearly delineated the R&D functions of the holding

company and the operating companies, and reduced the number of research themes by carefully selecting and

focusing on priority areas.

“Expand the overseas business by building a stronger presence in China” is the plan’s second initiative. Here, we

are gradually moving up to speed in China, aligning and strengthening our local production bases. Key locations for us

in the components field include Fuji GE Drives (Wuxi) Co., Ltd., a manufacturer of inverters; Fuji Electric (Changshu)

Co., Ltd., making magnetic contactors and thermal relays; Fuji Electric (Shenzhen) Co., Ltd., a producer of organic

photoconductive drums; and Dalian Fuji Bingshan Vendingmachine Co., Ltd., manufacturing vending machines. Mean-

while, in the plant systems field, Fuji Electric Systems Co., Ltd., our main operating company in this area, has moved

to strengthen its position in the market with the establishment of a Chinese Business Office.

The plan’s third initiative is “Initiate radical cost-structure reforms.” Against a backdrop of rapidly rising material

prices in the global market, we are rolling out internal measures such as the introduction of cell manufacturing to

boost productivity and quality, paring back costs and reducing loss costs.

We have made the greatest progress on the fourth initiative, “Strengthen the financial base primarily by reducing

debt.” By giving more emphasis to cash flow-oriented management, including steps to reduce inventories and elimi-

nate idle assets, we have reduced debt by around ¥80 billion in the first year of the plan, to ¥363 billion at the end of

fiscal 2003.

In the fifth and final initiative of the plan, “Create the optimal mix of businesses to realize a group comprising the

industry’s strongest specialists,” we started by evaluating the individual strengths of each business unit. Based on this

review, we began channeling resources into areas identified as core businesses, and accelerated steps to dispose of,
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withdraw from or build alliances for businesses under review—units identified as unlikely to achieve profitability on their

own. In an additional step, we extended the use of value-oriented performance indicators such as Fuji-electric Economic

Profit (FEP; net income minus the cost of shareholders’ equity), which we introduced at 59 consolidated subsidiaries

during the year, and return on investment (ROI). This was aimed at helping us create an optimum business portfolio that

balances growth and profitability.

Q4
In closing, Fuji Electric reached its 80th anniversary last year. What strengths
has the company built up during this time, and how do you plan to leverage
them going forward?

Answer.4
With the adoption of the pure holding company system in October 2003, we embarked on such a far-reaching

reform of our management structure that we could justifiably call it our second founding. It just so happened that

this reform closely coincided with our first founding some 80 years ago. Fuji Electric Co., Ltd. started out in 1923

as a technology and capital alliance between The Furukawa Electric Co., Ltd. and the German company Siemens

AG. Since then, Fuji Electric has used its expertise and ingenuity—learning from German industry’s pursuit of

maximum efficiency with minimum resources—to steadily build up a portfolio of technologies. Underpinned by

these assets, we have keenly anticipated the changing needs of the times, creating numerous products and tech-

nologies that have supported our steady growth. Today, as a result, Fuji Electric plays an indispensable role in

customers’ businesses, the market and society as a whole. Our past 80 years have been characterized by the

consistent creation of many industry-leading and pioneering products and technologies—unique successes only

Fuji Electric could have achieved.

Since our establishment, we have acquired reliable manufacturing capabilities and a reputation as a sincere and

hardworking partner. We take pride in these qualities, which are an inherent element of our corporate DNA and remain

relevant in today’s business world. In the years ahead, as values diversify and fragment, the Fuji Electric Group will

strive to set the pace in every field where it has a presence, generating new value for customers and society. As we

continue to strive to exceed the expectations of all our stakeholders, your support, as ever, will be vital.




