STUDIA UBB NEGOTIA, LXV], 1, 2021, pp. 49-77
(RECOMMENDED CITATION)
DO0I:10.24193 /subbnegotia.2021.1.03

INA FOOD INDUSTRY:
A COMPANY THAT MAKES EMPLOYEES HAPPY

HIROAKI KANEKO?, CRISTIAN VLAD?, LUIZA GATANS3,
TORU TAKAHASHI4, SEIKO ADACHI>

ABSTRACT. This research illustrates how a traditional Japanese company,
Ina Food Industry, focuses on talent operations, engagement, their well
being and social innovation. The authors worked with key executives
and talent operators from Ina Food Industry to underpin the main
characteristics of their talent operations strategy and to determine how
the organization draws from its corporate philosophy and core elements of
traditional Japanese culture to create sustainable user engagement and
to develop a unique employee value proposition.

Keywords: Innovation, Japan, Organization, Transformation,
Sustainability, Talent, Strategy, Ethics

JEL Classification: M10, L66
Recommended citation: Kaneko, H., Vlad, C.,, Gatan, L., Takahashi, T., Adachi, S.,

Ina Food Industry: A company that makes employees happy, Studia UBB Negotia,
vol. 66, issue 1 (March) 2021, pp. 49-77, doi: 10.24193 /subbnegotia.2021.1.03

L Senior Director, Globis University, PhD Candidate, The Bucharest University of Economic
Studies, h-kaneko@globis.co.jp

Z Associate Partner, Talent & Engagement, IBM Japan, Professor, Nagaoka University
of Technology, Founder & CEO, Japan Creative Enterprise, PhD Candidate, The Bucharest
University of Economic Studies, cristian@jp.ibm.com

3 General Manager, Yume Partners SRL, PhD Candidate, The Bucharest University of
Economic Studies, gatanluiza@yahoo.com

4 Managing Director, Globis International Education, PhD Candidate, The Bucharest
University of Economic Studies, t-takahashi@globis.co.jp

5 Head of Corporate Communication & Patient Engagement, Novartis Pharma KK, PhD
Candidate, The Bucharest University of Economic Studies, seikoadachi2020@gmail.com



HIROAKI KANEKO, CRISTIAN VLAD, LUIZA GATAN,
TORU TAKAHASHI, SEIKO ADACHI

Background

Ina Food Industry Co. Ltd. (hereinafter, “Ina Food”) is headquartered
in Ina City (Nagano Prefecture) and it the largest manufacturer and seller
of agar-agar in Japan. Agar-agar is a traditional vegetable gelatin made
from seaweed. Ina Food’s leading product has been commercial agar-
agar for food manufacturers. Ina Food has also launched numerous
products for household use, such as jellies, seaweed salads, Bavarian
cream and various soups commercialized under the “Kanten Papa brand
name,” products which account for 30% of the company’s sales. Although
this brand is not widely known throughout the world, as its products are
being sold mainly in select stores in Nagano and Yamanashi prefectures
in Japan, the company has many customers and fans across Japan, many
of who purchase products through direct sales channels. In addition to
food, Ina Food also sells a range of agar products for other household and
agricultural uses.

In 2015, Ina Food held approximately an 80% share of the domestic
Japanese market and a 15% share of the global market of commercial-
use agar products. The company achieved growth in revenue and profit
for the 58th consecutive year from its foundation in 1958 until 2015,
while its operating profit ratio also exceeded 20% increase.

Despite its continuous growth and its remarkable business results,
Ina Food has never set an annual sales target. As a general guideline, it
aims to slightly increase their sales number in comparison with that of
the previous year. Hiroshi Tsukakoshi, the founder of the company, said,
“I want Ina Food to improve little by little every year, and I want my
employees to become a little happier every year. Because that is what I
would like to achieve, I am committed to the gradual growth and solid
management of the company.”®

6 “Choro no Chie (The Wisdom of Elders) Part 1 of 4 — Hiroshi Tsukakoshi — Making
Employees and Society Happy: That is the Way a Company Should Be”, in Shukan Toyo
Keizai, April 23, 2011 edition.
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Research Methodology

We conducted research based on an actual business case study.
The authors of this research also engaged in first-hand participatory
observation, working as in-house consultants, organizational performance
assessors and talent review officers for the organization. Therefore, we
could observe directly various decision-making processes, managerial
initiatives and we could engage in executive conversations with key
decision makers (Yin 2003). In addition, we conducted 568 surveys, 8
focus group interviews and 26 focus group interview (FGI) sessions
comprising of talent managers, project owners, organizational architects,
chief engineers and corporate executives.

Hiroshi Tsukakoshi, the “Real” Founder of the Company

Hiroshi Tsukakoshi was born in 1937 in Nagano Prefecture. His
father, an artist of Western paintings, passed away when Hiroshi was two
years old, so he was raised by his mother. His mother had multiple jobs
in addition to farming, and Hiroshi helped her farm work. Life was not
easy; he spent his days busy back and forth between home and school
during school hours to help his mother out with farm work. Stricken by
tuberculosis at the age of 17 due to overwork and malnutrition, he was
forced to spend as long as three years in the hospital and ended up
dropping out of high school despite his excellent grades in school.

After being discharged from long-term hospitalization, Tsukakoshi
joined a lumber company in the Ina region. His diligent work caught the
president’s attention, and a year and a half later in 1958, he was put in
charge of the management of an affiliated agar factory, a small-sized
corporation called “Ina Chemical Agar Co., Ltd.,” which produced agar-agar
and was the predecessor of Ina Food. Hiroshi Tsukakoshi was dispatched
as “acting President” to rebuild the company that had been under the
control of a bank due to its poor performance.” This year was the year

7 “Management Strategies — Special Feature on a Leading Small Company — Find
Opportunities through ‘Unconventional Management’ — Conviction, Persistence and
Eye-Opening Ways of Thinking: Ina Food Industry’s Agar Manufacturing,” Nikkei
Business, January 8, 2001.
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the current Ina Food incorporated (1958). At that time, Tsukakoshi was
a mere 21 years old. The company had 17 employees and sales of \10
million but a multi-million yen loss every year. Tsukakoshi stayed at the
factory for two months to have a grasp of the work. However, despite his
enthusiastic attitude, the employees didn’t improve their attitude that
easily. Tsukakoshi said that he just continued to have empathy with their
suffering.

Tsukakoshi recounted, “In those days, you could not just keep
saying idealistic things. We feverishly earned money. Even when we went to
sell our products or to buy raw materials, we had neither name recognition
nor credit. In order to build credibility, we had to keep our promises, and
we carried through this much.”8 Tsukakoshi had no knowledge of agar-agar
but learned it by self-study with the help of high school reference books.
In the same way, he taught himself accounting and production engineering.

“I gave the employees much trouble in the process of developing
the company. Without having money, we even made machines on our
own; to do that, we worked around the clock for four days while female
employees cooked food for us. Much work was accomplished because
everyone worked together as a team. [ repeatedly asked myself what I
could do for the employees and what would be the right thing to do,” said
Tsukakoshi.? As he managed the company, he began to think seriously
about where employee motivation came from.

This way, the company’s mission statement was formed: “Let’s
build a good company — strongly yet gently.”

What does Tsukakoshi mean by “a good company”? According to
Ina Food’s website, it is described by “not just having good management
indices, but also having all the people associated with the company give
compliments that it is a good company in ordinary conversations. A good
company makes everyone happy, including those who work there. That
is the real meaning of ‘good company.”’10

8 “Yukun Mukun (Column: Words of Wisdom) — People — Prioritize ‘Employee
Happiness’ without Being at the Mercy of Trends: Hiroshi Tsukakoshi, Chairman of
Ina Food Industry,” Nikkei Business, September 3, 2007.

9 “lkujiro Nonaka’s Essence of Success, Vol. 63, Ina Food Industry”, Recruit Works
Institute, October-November 2012.

10 from Ina Food Industry management philosophy on its official website
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The following words by Sontoku Ninomiya have become the basis
for such ways of thinking: “Those who plan for the distant future will be
rich and those who plan for the near future will be poor.” (See Exhibit 1)
“Economic activity without morality is criminal; morality without economic
activity is nonsense.” Tsukakoshi often quotes Ninomiya when discussing
his own ideas about management.

Exhibit 1
The Words of Sontoku Ninomiya

Those who plan for the distant future will be rich and those who plan for
the near future will be poor.
Those who think far ahead plant pine and cedar seedlings for 100 years into
the future.
Even more so will they do what needs to be done to take care of things that
are sown in spring and bear fruit in fall.
That is why they will be rich.
Those who think only of the near future do not even plant things in spring
that will bear fruit in fall, thinking that as too far away.
They are led astray by profit that is directly in front of them, with eyes only
for things that will provide a crop without sowing seeds, and things that can
be harvested without planting seedlings.
That is why they will be poor.

— Sontoku Ninomiya

Sontoku Ninomiya was an agricultural administrator in the late
Edo period, known for rebuilding many poor farming villages through
thrift and diligence. In 1904, he was depicted as a person who represented
four virtues of “filial piety, diligence, scholarship and self-reliance” in
Japan’s first national textbook for ethics education in elementary school
called “Jinjo Shogaku Shushinsho (shushin).” From around 1932, bronze
statues of Sontoku (childhood name Kinjiro) reading a book while carrying
firewood on his back to sell were built at elementary schools throughout
Japan, and his diligence became a good example for elementary school
students across the country. However, many of the statues have now
been removed, and the school subject of shushin was also eliminated
after Japan’s defeat in the Second World War.
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Tsukakoshi says, “A company exists not for its managers or
shareholders but for the happiness of its employees.”11 He believes, “To
continue to make employees happy, above all things, the company must be
able to exist for a long time.”12 “That is because I (Tsukakoshi) have always
thought that a company, unlike living creatures, is based on a major premise
and an ideal that it will last forever without end, and that the very essence
of management lies in a thought about what should be done to achieve that.
[ feel that, in order for a company to last permanently, the company should
not be in a rush to grow once it has reached a certain size.”13 Tsukakoshi
expressed these ideas in the term “nenrinnkeiei [tree-ring management],”
overlapping the growth of a company with the way that trees gradually
accumulate annual rings as they grow.

With respect to profits, as with sales, Tsukakoshi would not pursue
numerical targets. He regards profits as “excrement from management”
or “dregs.” He believes that profits are something that would be naturally
produced if a company is sound and healthy.

In accordance with his idea of “a company that makes its employees
happy,” Ina Food has returned the profit to employees as much as
possible and has offered good wages and benefits. Salaries and bonuses
of Ina Food were at the highest in the prefecture and have continued to rise
year on year without exception even when revenue and profit declined.14

Tsukakoshi has said, “I even think that an unlisted company may
not necessarily have to make a profit. Having zero profit after paying
labor costs is nothing to be ashamed.”?> “A company’s profit is nothing
more than a means to make its employees happy. A company earns profit

11 “Special Topic — A Company Makes Money Because its Employees Work Hard, Steer
the Way of Management toward Employees First Policy— Ina Food Industry
(Manufacture and Sales of Agar Products, Ina City, Nagano Prefecture) has been a
Gradual Increase in Employee Satisfaction according to its Growth,” Nikkei Venture,
May 1, 2007.

12 Tbid.

13 “Dialogue: Akio Toyoda (President of Toyota Motor Corporation), Hiroshi
Tsukakoshi (Chairman of Ina Food Industry)”, in PHP Matsushita Konosuke Juku,
January-February 2015 edition, Vol. 21.

14 See footnote 4

15 “Isetsu Iron [Different Views, Different Arguments] — Profits Are Leftover Dregs of
Company; Company Exists Only in Paying Wages — Hiroshi Tsukakoshi, Chairman of
Ina Food Industry” in the December 1, 2014 issue of Nikkei Business
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in order to pay labor costs. Cutting labor costs in order to make a profit
is putting the cart before the horse.”16

Tsukakoshi, who puts employee happiness first, thought of the
workers as family. When an employee’s house caught fire, Tsukakoshi
rushed to the scene before anyone else as soon as he heard from the fire
department. He spearheaded preparation for meals and donations of
clothing and furniture. He also gave an interest-free loan for rebuilding.
However, as the president, he has refrained from behaviors showing
favoritism toward particular employees and strove not to cause unnecessary
concern to the employees. He said, “Even though I say I think of them as
family, I do not go out drinking with particular staff members, and I avoid
attending staff weddings as much as possible because it would be
impossible to attend them all. In addition, our company has arule prohibiting
junior employees from making gifts to their seniors, but on the other
hand, it is perfectly fine for senior staff to treat their subordinates to
lunch/dinner or to give them presents. Go ahead and do it, I tell them.”17

Tsukakoshi has supported the company’s management as
Chairman after serving as President of Ina Food from 1958 to 2005. His
management ideas and methods have garnered wide attention of the
business community throughout Japan, and many corporate managers,
including Akio Toyoda, the president of Toyota Motor Corporation, seek
advice from him.

Characteristics of the Product called Agar-agar
— No Longer a Market-Driven Commodity—

Agar is an original product of the local industry of the Ina region.
Farmers have produced agar-agar using the winter climate for 400 years.
Agar-agar is made of agar solution extracted from red algae such as tengusa
[Gelidium] and ogonori [Gracilaria] through freeze-drying. When Tsukakoshi
was tasked with the management of Ina Food, agar was on the verge of crisis
as a local industry.

16 Ibid.
17 “Even Toyota Was Amazed! Secret behind Ina Food Industry’s 48th Consecutive
Annual Revenue and Profit Increase,” PRESIDENT, December 1, 2008.
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One of the reasons that the agar industry fell into difficulties was
the popularity of Western sweets after the Second World War. Agar-agar
is used in a lot of Japanese confectionery but is not used in Western
sweets. Demand for agar fell as consumer needs shifted from Japanese
confectionery to Western sweets and snacks.

Another reason for the decline in demand for agar was the
severity of fluctuations in its price. Because agar was freeze-dried with
use of the cold winter air, a warm winter would spoil agar and cause a
decrease in the supply of agar; therefore, the price of agar soared when
the winter was warm. On top of that, wholesalers sometimes deliberately
limited the supply of agar in order to drive the price up. Agar-agar, thus,
was considered to be a “market-driven commodity,” and was a source of
concern for confectionery manufacturers.

In addition, a decrease in the amount of domestically harvested
tengusa, the raw material for agar-agar, led to the unstable supply of agar.
Tengusa was collected by female divers who made a deep-sea dive for
algae, but the amount of harvest was on the decline with the aging of
those female divers.

In order to keep the confectionery industry from abandoning agar, its
nature of a market-driven commodity had to be changed. Ina Food,
therefore, mechanized the agar manufacturing process. They were successful
in developing technology, making it possible to carry out the freezing and
compression/dehydration process in the factory by powdering agar-agar
(traditionally, agar was in the form of a stick). With this, Ina Food was able to
increase the yield of raw materials and produce agar-agar regardless of
the season. The company also promoted the construction of a raw material
warehouse and factory automation to provide a stable supply of agar-
agar all year around.

Furthermore, the company developed suppliers in some 30
countries worldwide in order to secure a steady supply of raw materials.
Ina Food said that it has valued the position of its partner companies
more than its own position when partnering with local companies; the
company did not interfere with its partners except for giving them
technical guidance. Ina Food never asks its suppliers for a discount,
saying that “a profit that is gained by the sacrifice of others is not a
profit.” Ina Food has built trusting relationships with its partners
through such an attitude and currently has partner companies with
whom it has been doing business for long periods of time in four
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countries. Currently, Tengusa gathered from around the world is being
stored in the basement of the company headquarters. There are differences
in the degree of hardening of tengusa depending on where it comes from.
Without knowing the characteristics of tengusa from each production
area and being creative with production accordingly, it is impossible to
produce agar-agar of stable quality, but Ina Food has the accumulated
know-how on the production of stable quality.

Since Ina Food was able to secure a steady supply of raw ingredients,
the company worked on the stabilization of the price of agar-agar by
releasing large amounts of stored agar when the agar market spiked.
Through these efforts, agar-agar has ceased to be a market-driven
commodity. A newspaper advertisement on August 16, 1977 stated, “Agar
is no longer a market-driven commodity”18 (see Exhibit 2).

Exhibit 2
Advertisement in the Japan Food Journal

“Agar is no longer a market-driven commodity...”

Agar has a long history as a naturally gelling agent extracted from
seaweed. Because it has been manufactured by farmers as their side
business only during a short period of time in the winter, agar production
retains the nature of an extremely old industry, even today when year-
round manufacturing of powdered agar-agar has become predominant.

The most fundamental position of food ingredient manufacturers
ought to stabilized supply and price. However, it can be said that such
efforts were missing in the past.

In order to maintain its pride and fulfill its responsibilities as the
industry’s top manufacturer, Ina Food Industry is making positive efforts
toward a large stock of raw material seaweed, the development of raw
material producers overseas, cost-cutting, quality improvement and
application research.

Please, make use of agar-agar, which has numerous outstanding
characteristics, to develop new foods and other products.

Source: The Japan Food Journal, August 16, 1977, JAPAN FOOD JOURNAL CO., LTD.

18 See footnote 2.
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Product Development and R&D

Ina Food has allocated 10% of profits and has assigned approximately
10% of its employees to research and development (R&D). As a result of
its R&D efforts, agar-agar began to be used in products that did not use it
as an ingredient before; for example, sauce for mitarashidango [dumplings
on skewers with sweetened soy sauce] that previously used potato starch for
sauce, jelly drinks and cosmetic foundations that utilized the water-
retention properties of agar.1?

In recent years, new agar products, including agar filters; “Agarose,”
a special agar used in DNA testing; “Inagel,” a gelling agent for industrial-
use; and agar sheets known as “edible films,” have come out. One of these
new products “edible films” became a hit; consequently, the company
built a new factory in Fujisawa, Nagano Prefecture at a cost of two billion
yen. An edible film melts when heated and has no taste or odor, thus it does
not have an effect on flavor, scent or calories. It also attracted attention from
an environmental point of view due to the fact that it produces no waste
and has been used in chilled cup noodles as a separator for noodles and
soup, as well as being used as a wrapper of small ingredients at the time
of cooking.20

It is said that Ina Food started R&D activities without specific
targets and many of its new technologies were brought out through hit-
and-miss approaches. A plaque saying “SERENDIPITY,” which refers to
the ability to take advantage of accidental discoveries, is displayed on the
wall of the research building at the headquarters of Ina Food.2!

Katsuhiro Shiba, Director of the R&D Department at Ina Food,
said, “Let’s say, agar’s properties are 10 to 20. You would find a new use
for agar by trying to expand its properties up to 100. What is important
in doing so is how to make good use of failure. If you have made agar-
agar that would not solidify, it would normally be bagged and trashed,
but if you look at it from a different angle, you might come up with new
usage and open up broader possibilities. In fact, agar-agar is now being

19 See footnote 2.

20 “Agar Special: Ina Food Industry Constructs New Building at Fujisawa Plant, Aiming
to Begin Operations in November,” The Japan Food Journal, July 8, 2015, p.9.

21 See footnote 4.
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used in ways that were unthinkable in the past; for example, it is used as
a substitute for oil in cosmetics. If you can make the same mistake twice,
that would be a discovery, and if you can repeat the same mistake
steadily, that would become a product. Many people may think that once
they have failed, that will be the end of it, but at Ina Food, we show our
results to our seniors or bosses, particularly when we have failed. That is
our corporate culture.”?2 Ina Food files as many as 20 patent applications
per year, but the main developers do not receive a reward as a rule.23
That is because the company believes these results are the fruit of
everyone’s collective efforts.

Management Suited to Size

Ina Food has repeatedly rejected approaches from national
supermarket chains in the past. There is a product called “Cup Jelly 80°C”
in the Kanten Papa brand. As the name suggests, this is the product that
you can make jelly just by mixing with hot water at 80 degree C and
letting it sit. Ina Food received a proposal from a major supermarket to
roll out the product nationwide when they put this product on the
market in 1981. If the product had been sold across the country,
company’s sales would have increased immediately. All of the executives
agreed to its nationwide roll-out. However, Tsukakoshi turned the offer
down?24 because he would have to rapidly expand production facilities
and the work force when it comes to supplying the product to a national
chain, and if that was the case, he would violate the principle of
“management suited to size.”

However, Ina Food has broken the “management suited to size”
principle just once in the past. In 2005, when a TV program sparked an
agar boom in Japan, Ina Food decided to increase the production of agar-
agar. Tsukakoshi was actually against increased production but decided
to leave it up to the employees, since they said, “We really want to do it.

22 Ibid.

23 ]bid.

24 “A Company that Openly Pursues Employee Happiness, Seniority System, Lifelong
Employment, Low Growth — Ina Food Industry Asks ‘What Is a Company?’,” Nikkei
Business Online, April 13,2009
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Let us try!”25> Without making capital investment or adding staff, they
decided to work around the clock in three shifts with the existing
facilities and staff. However, the workers showed signs of cumulative
fatigue conspicuously in three months; therefore, Tsukakoshi put a stop
to the three-shift system (the three-shift system was originally prohibited
in the company because it was not good for employees’ health). The
boom began to recede just around that time, so they didn’t have to carry
a large volume of inventory. The damage was also limited because they
did not make new capital investment. Nevertheless, as a result of this, the
company’s revenue and profit went down for three consecutive terms
from 2006 to 2009. Ever since, Ina Food has banned cashing in on that
kind of boom. Tsukakoshi commented, “The after effects were not so bad
since we did not make excessive capital investment. If we did make such
an investment, the company would have carried out a restructuring and
would have been endangered, which would have plunged the employees
into unhappiness. Through this experience, I reconfirmed the fact that a
company should not expand its scale to rapidly grow in a real sense.”26

Incidentally, Ina Food does very little business with supermarkets,
not only with national chains, for various reasons besides the size of the
company. According to Tsukakoshi, he feels that supermarkets lack a
mindset toward nurturing products; they believe that simply having hot-
selling products that are advertised on TV and other media outlets on
display will be good enough. Actually, certain convenience store chains
actually said, “If you want us to carry your product, give it to us for one
yen in the beginning,” or oftentimes, “at half price.”?” This goes against
Ina Food'’s pricing policy.

Ina Food never gives a discount and asks its partners for a discount
in reality. Tsukakoshi said as follows, “A regular price is the price of a
product asked by its manufacturer so that the company can carry out
normal business activities, which should be primarily complied with.
Setting a high price in advance and then discounting a certain percentage

25 “Choro no Chie (The Wisdom of Elders), Part 3 — Hiroshi Tsukakoshi — Food Is
Culture of Each Country, Should We Export It to Make Money?” Shukan Toyo Keizai,
May 14, 2011.

26 See footnote 10.

27 See footnote 20.
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at the time of sales is a deception. That is why we do not give discounts;
instead, we set a fair price that allows us to carry out normal operations.
Since we do not mass produce, and our production volume is low, we can
just sell them on our own.”28

Moreover, Ina Food has a policy of not exporting its products
overseas. According to Tsukakoshi, “Ina Food does not export to overseas
countries because it would encroach on the territory of people in the
country. The food industry should be run by people in the country. You
should not do anything that would encroach on a country’s culture. It
does not make sense to go to another country to make money. We have four
partner companies overseas, and [ am constantly telling them to develop
demands, and we keep teaching them our know-how that they need in
order to do so. If the market is limited to Japan, of course, the growth rate
of the company will be bad. But the food market in Japan alone is worth
\70 trillion. Our sales are only \17 billion of that. Agar is good for your
health, so if we continue to make a case for that, everyone will become
happy. We have more than enough room for growth to cover the ceiling,
you know.”29

Talent Operations System

More than 400 people work for Ina Food, including factories, sales
and head office staff, R&D personnel, as well as chefs at the restaurant,
managers and clerks at direct-sale outlets. Basically, most of them are
regular employees (433 as of 2015) hired under the lifetime/life-long
employment system.3? The company hires approximately 20 to 30 new
graduates each year.

The retirement age at Ina Food is 60, but the company provides
opportunities for post-retirement work at a farm in Ina City, called
“PaPana Farm,” which was established to leverage unused farmland in

28 See footnote 20.

29 Ibid.

30 Life-long employment is the system that was adopted in postwar Japan primarily for
white-collar workers at major companies. As long as the company continues to exist,
and the employee does not cause a scandal or other major problems, employment is
essentially guaranteed until the company’s specified retirement age (usually 60 to
65, with the exception of directors); it is not a contract for lifelong employment.
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the neighboring area. This farm organically grows various crops using
“Agarlite,” a soil improver made from the agar dregs produced during the
process of manufacturing products of Ina Food. These crops are being
used at the restaurant run by Ina Food. Although the business itself is in
the red, employees can work there as long as they wish.

Furthermore, the company adopted the seniority system,3! and
advertises that it has been maintaining the principle of the system.

The reason why Ina Food has maintained the seniority system is
that; “It represents the form of a natural management stance that grows
business increasingly successful. In addition, at Ina Food, we have an
expression ‘the Ina Food family,” which means human relations within
the company are friends and family. Therefore, we do not ask our
employees to retire due to company circumstances. Vertical relationships
are not determined purely by ability.” “People build up their experience
with age. We think that whether or not a person can demonstrate
judgment or wisdom at a critical moment is not determined by performance
on written tests. I think that it often depends on experience.” “In addition,
young employees get married and raise children. They have to pay for
their kids’ education and start paying home mortgages. Looking at the
seniority system from a long-term point of view, in terms of leading a
happy life like other people and having a family to nurture the next
generation, this system, which increases wages along with age, is believed
to be essential for the enduring existence of a sound Japan.” (Ina Food
public relations materials)

31 Japan's seniority system is a system in which salary and rank increase according to an
employee’s years of service at the company; like life-long employment, it was widely
adopted mainly at large companies in postwar Japan. However, the starting salary differs
depending on whether the employee graduated from high school, community or
technical college, university or graduate school. In many cases, there are differences in
the level of annual salary increases and in the career track available to high school and
university graduates. In general, salaries are kept low during the first ten years of
employment, but begin rising steadily when employees are in their mid-30s, when they
are married and have children. Almost all employees advance to management positions
(although they do not necessarily have staff under them). However, there is competition
for the limited number of upper management posts at the general manager level. The fact
that base salary is determined by differences in length of employment in addition to
differences in position is a distinctive feature of this system.
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By the way, a growing number of companies in Japan have been
re-evaluating their seniority system since 2000 due to reasons that
companies are no longer able to support the burden of labor costs in step
with the aging population and the seniority system becomes an obstacle
when hiring mid-career executive employees or promoting capable young
employees. There are concerns that maintaining the seniority system is
likely to diminish the motivation of capable young and middle-aged
employees. However, Tsukakoshi made the following comments on this
trend:

“Some people may think that the seniority system lowers employees’
motivation. But I cannot agree with the merit-based or performance-based
pay system that dangles salary or positions in front of employees, like
dangling a carrot before a horse’s nose to make it run. I do not exactly go
easy on employees. | want them to have self-discipline and to constantly
challenge high goals. Even under the seniority system, it is possible to
motivate them to do such things. If employees gradually become happier
by being attached to the company by saying, “I have more opportunities
to feel happy this year compared to last year. I will probably be even
happier next year,” they will want to do their best. When you raise salary
little by little according to the number of years a person has been with
the company in order to increase the happiness of employees, you also
raise employee motivation. Employees feel happiness not only when
their salary increases. Gradually improving the workplace environment,
such as building gardens around the company, is also linked to an
increase in their happiness. You can bring out employees’ desire to work
without goading by the merit system or performance-based salary. The
seniority system is perhaps an old yet most-advanced personnel system.”32

Tsukakoshi also cited increased teamwork and harmony as the
effect of the seniority system: “I believe that a company can demonstrate
its greatest capacity precisely when the entire company works as one,
but, with the merit system or performance-based pay systems, it cannot
maintain harmony and will have difficulties in bringing the whole
organization together for doing something. In the first place, an outstanding
result is not produced by an individual or a team alone; it is rather based

32 “Isetsu Iron [Different Opinions, Different Views] — The Seniority System at the
Forefront of the Era Increases Motivation by Respecting Senior Employees — Hiroshi
Tsukakoshi, Chairman of Ina Food Industry,” Nikkei Business, March 23, 2015

63



HIROAKI KANEKO, CRISTIAN VLAD, LUIZA GATAN,
TORU TAKAHASHI, SEIKO ADACHI

on the company’s credibility and brand name built up over many years
by senior and former employees and the backup of the surrounding staff.
The person who has nurtured talented human resources is also those
surrounding the talented personnel, so I believe it is a mistake to have a
system that rewards only the individual or the team involved when long
years of accumulated efforts finally have come to fruition. That is why we
strictly adhere to this old-fashioned seniority personnel system here at
Ina Food. By paying a higher salary to employees with more years of
service, we have created a workplace where employees can work with
an easy mind.”33

In fact, the spirit of “Ina Food family” has been naturally cultivated
while helping one another in Ina Food. “When one person is away from
work, everyone fills in the gaps for him or her. This results in a relationship
that a person who is going to be away can ask for help easily, and those
who stay behind send the person off cheerfully, which enhances the
awareness of employees that they are part of the Ina Food family. At our
company, everyone quickly gives a hand in busy places. It means that
even researchers or executives will naturally go to the restaurant to help
out during busy times.”34

A Company with Morals

Ina Food’s employees start each morning with cleaning the
gardens on the premises. According to the company, “Employees arrive
voluntarily before the start of work hours and spread out here and there,
one with a bamboo broom, one with a rake. There is no particular roster
and assigned area. Each person decides for him or herself and cleans
where they think is necessary almost every day.”3>

Employees arrive at the company roughly 30 minutes before the
start of work to do the cleaning. A few volunteers come even on holidays
to just clean up. They randomly clean wherever they want without any
rule about who cleans where.3¢

33 Ibid.

34 “Choro no Chie [Wisdom of Elders] Part 4 — Hiroshi Tsukakoshi — ‘“The 100-Year
Calendar’ and the Imperial Rescript on Education, Teaching Employees How to Live,”
Shukan Toyo Keizai, May 21, 2011

35 See footnote 5.

36 “Hidehiro Tsukakoshi in Ina Food Industry,” TKC The Strategic Manager, April 1, 2015
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Employees at Ina Food say that they have trouble in answering
when asked why they do this voluntary cleaning because they think that
this is their daily routine. In light of the company slogan “Let’s build a
good company,” they seem to feel that cleaning the company grounds is
something they do as a matter of fact like cleaning their own home.

The employees even clean restrooms in the company by themselves.
Tsukakoshi said in one of his books, “There has been no trace of a single
drop of urine fallen on restroom floors in the headquarters of Ina Food
for 13 years since it was built. Of course, in order to keep the restrooms
clean without a splash of urine, it is not enough to work only on the
psychological aspect by telling people to ‘keep it clean.” The technical
aspect is also necessary. ... That is to say, if you keep toilet bowls sparkling
clean, you can keep people from spilling even a drop on them. Ina Food
employees clean the toilet bowls with their bare hands every day. That is
why they are extremely clean. Even if your pants touch the bow], it is
fine. ... If you hire a cleaning agency to entrust the restroom cleaning,
employees would not think of immediately wiping it up even if a visitor
splashed a drop.”37 “In fact, when a restroom gets dirty after visitors, the
first employee who has noticed it cleans the restroom,” he said.

There are many similar examples. In case of rental umbrellas for
moving around the garden on rainy days, if the handles are not neatly
lined up, employees who have noticed this straighten them out so that
they all face the same direction. Even if the company does not make a big
fuss about “conserving energy,” employees take the stairs instead of
using elevators. “Kanten Papa Garden” has neither security guards nor
fences. The company’s cleaning equipment and tools are available for
private use, but there is no need to check with anyone when borrowing
or returning them.38 In addition, all cars in the company parking lot are
parked facing backwards so that exhaust gas from cars do not damage
the flowers around the parking lot. Likewise, each employee acts
independently to build a good company. Tsukakoshi said, “If you manage
your company based on the theory that human nature is fundamentally
good, costs will be lower.”39

37 Tsukakoshi, Hiroshi, “Annual Growth Ring Management’ without Restructuring,”
Kobunsha, 2009.

38 See footnote 4.

39 Ibid.
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Ina Food employees keep these morals in mind not only within
the company but also in their lives in the local community. For example,
in order to avoid traffic congestion on roads near the company during
commuting hours, employees avoid making right turns to come into the
company property. According to the company, “Ina Food has a two-lane
street in front of the company, so when you are waiting to make a right,
there will be a long line of cars waiting for your turn behind you, and this can
cause a traffic jam. Employees, therefore, pass the company once and make a
detour for a left-hand turn into the entrance.” Furthermore, according to the
company, employees try to park as far as possible from the store entrance so
as to leave the closer parking spaces for pregnant women or the elderly
when going to a supermarket for personal shopping.

These morals have been cultivated through daily work but also
have been conveyed through training opportunities.

Training workshops for new employees start from teaching about
how to live and think as human beings before briefing company systems
and business skills. On the first day of a workshop, without fail, new
employees are brought in front of the “100-year calendar,” which was a
calendar where all the dates up to the next 100 years were written. New
employees are made to stand in front of the calendar to mark the date
of their own deaths.#0 The purpose is to make them think about the
meaning of the amount of time they have left in their lives. “All of our
employees’ dates of death can be found on this one piece of calendar. Life
is finite, so you would be disadvantaged if you don’t try everything you
could do while alive. If you really want to become happy, do something
that is helpful to people to make them happy. That is what we teach our
employees.” (Tsukakoshi)

Tsukakoshi said that they also use the “Kyoiku Chokugo [Imperial
Rescript on Education]” in training. The Imperial Rescript on Education
is a document promulgated in 1890 by the Meiji government, stating the
policy on the education of children. The document comprises 12 virtues
and is said to reflect Confucian morality. The reason why the Rescript is
used in training at Ina Food is that: “These are the virtues that are
expected for human beings as a matter of course and the backbone of the
Japanese people. Be good to your parents; get along with your siblings;

40 See footnote 19.
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friends should believe in each other; develop your characters and contribute
to society and so on. Some people in postwar democratic education deny
these, but there are good things in them.” (Tsukakoshi)

Kanten Papa Garden and Contribution to the Local Community

Ina Food’s head office is located at the foot of Mt. Komagatake and
is surrounded by Mother Nature with a lot size of approximately 30,000
tsubo [nearly 100,000 square meters], which is an area approximately
twice the size of Tokyo Dome (a baseball stadium and concert hall in
Tokyo). The whole property, known as “Kanten Papa Garden,” has a
range of facilities (see Exhibit 3). The head office building is the one with
a lodge-style structure among them. In addition to the head office,
facilities including a factory, an imported goods shop, three restaurants,
a coffee shop, art museum, and health pavilion were built as annexes on
the property. Kanten Papa Garden is open to the public free of charge,
receiving 300,000 visitors per year. Many people come to draw spring
water from a well dug on the premises.

Exhibit 3
Guide Map of Kanten Papa Garden
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The company was created to resemble a park in order to make the
employees happy, based on the idea that “if you make the workplace a
pleasant environment, the employees are sure to feel happy.” In addition,
a “good company” described by Ina Food is a company considered to be
good by the local people as well; therefore, Kanten Papa Garden was
created as a contribution to the local community.

An event known as “Kanten Papa Festival” takes place in June each
year. It is a lively occasion with numerous food stalls in the garden and
dance and music performances in the square. The venue is crowded with
full of families. All Ina Food employees are involved in planning, running
the festival and welcoming guests. In addition to the locals, people from
far away take bus tours to visit this festival; thereby, Kanten Papa
Festival has become one of the two major festivals in Ina City along with
“Ina Festival.”

Employee Welfare and Benefits

Company Trip

Company trips have been held every year since 1973. Destinations
alternate between overseas and domestic sites, and overseas company
trips have been held every other year since 1969. The company paid
\90,000 per person for an overseas trip and \50,000 per person for a
domestic trip, while employees saved \2,000 per month. Employees are
divided into 10 to 20 groups, and each group travels sometime between
September and November. When choosing destinations for travel,
requests are collected from 500 employees. After candidate sites are
narrowed down to 12 or 13 places, employees are divided into a dozen
groups or so to decide and collect preferred destinations and travel
period again. In this way, each group would naturally contain a mix of
employees from various departments. Employees are basically free to
use their time as they wish on the trip, but there is always one party that
everyone should attend during their two-night three-day stay. Seating at
the party is assigned by lottery. As a result, the chairman might be seated
at the foot of the table, and a new employee could be next to a board
member.41

41 “Kenjin no Keisho (Wise Men’s Warnings) — ‘Enjoyable Company Trips Benefit
Japan’s Economy: If They Are Not Fun, You Are Doing Something Wrong,” Hiroshi
Tsukakoshi, Chairman of Ina Food Industry”, Nikkei Business, July 13, 2015
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Garage Allowance and Studless Tire Allowance

Employees, who built garages at their homes, are given an
allowance of 70,000 yens. Tsukakoshi said, “The snow piles up around
here in the winter. If you have a garage, it takes less time to warm up the
car, and it is also better for the environment.” The company also offers
an allowance for studless tires. Employees who submit a receipt after
purchasing studless tires receive 20,000 yens. The allowance could be
applied every two years. For safety considerations, employees are
encouraged not to use the same tires for more than three years.*2

Family Allowance

The company gives employees a family allowance until their
children graduate from junior high school. Tsukakoshi’s thought was that
“it cost money one way or another until children grow up.” In 2004, the
company increased the retirement allowance by 25% so that employees
can live more peacefully in post-retirement years.

Snack Break

There are 15-minute breaks at 10:00 a.m. and 3:00 p.m., during
which hot tea and sweet snacks are served. Although it is only a small
amount of money, employees receive a “snack subsidy” of \500 per
month. The factory assembly line stops during breaks, and all employees
go to the cafeteria at the same time to have their tea. Despite the
inefficiency of stopping the line, the company gives priority to these all-
hands breaks.

Illness Allowance

All employees take out cancer insurance at the company’s
expense. If an employee’s family member suffers from an intractable
illness or has a serious handicap, the company provides a full range of
support.

Company Meals
Company meals, cooked at the Ina Food restaurants using
ingredients grown on the company farm, are provided.

42 See footnote 6.
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Company Savings/Company Loan System
Savings and loans are available at far more favorable interest
rates than those at financial institutions.

Support System for Family “Refresh” Trips

Special vacation leave and a subsidy are given to employees on
their 10th, 20th and 30th year of employment to help pay for their family
trips.

Employee Dormitory and Rented Company Housing (for sales
staff)

Company housing is provided in Ina City where the head office
and factory are located. The company condominium with reinforced
concrete has 46 units for singles and 13 units for married couples. When
employees are transferred to a branch or business office, the company
rents local housing for them.

Looking to the Future

Almost 60 years have passed since Hiroshi Tsukakoshi was in
charge of the management of Ina Food. How would this “good company”
that was established under the leadership of Tsukakoshi acquire its
annual growth ring in the years to come? The senior executive director,
Hidehiro Tsukakoshi, is considered to be the successor to Hiroshi
Tsukakoshi. What kind of course would Ina Food’s management team
take to lead the company in the future?
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Statement of Income

yUBqEIR( MY{OYIA, :30.N08

n 08 Y9ET ¢ SL 99T 90 L 0%0¢T €6 1% 6316 19 14 865'1LL o
o 889" - €0 W o 13 T N 10 W LA 10 T68'6C PP - 538 WO
8§81 Y 9086 Al L 18663 §e & 1€81¢6 (L} T w6l 1 T orsrer 100 - $3YE) GWOD]
€1 1 S96LTT 9T Tl 01367 61 [ 86€€2TT I L sYid As 19 95681 SITY A0 380jaq WO
9T 0 1668L ¥u- 10 6L 0 L Lk 1) 96%¢ Alq 4} 108 S1355¢ JUAUNT-UOGJ0 UABI U0 $507
A4 0 1$68L ¥u- 0 ] 0 €T9hL Lk 1) 96%¢ [Al4 4} [543 S3s50] Asempiomg
9% 00 €68 T0¢ 00 Bt 00 189 i 00 01y 00 91 13558 U808 J0 [BS0dSP PUR IISUE) U0 )
9% [} €68 T0¢ 00 Bt 00 189 00 (4 00 1 oo Kewpiong]
0q §El LT 0 1) ] Tel 601607 w 49 69 0SFHITT WA
i 00 0091 Ll 00 00 6l SiL 00 508 00 60E $50] SA0IEIIPY
[} 153 8 00 - - - - $3650] 2 3uRgona U]
4] 4 e 91¢ 4] T ] 00 w0 224 10 01
0% 00 il TUE 00 115 00 009 00 159 00 0087 $3URI3S JO UONEZIOWE PUT OK AR U $50T
A3 00 9L - 00 44 00 89 00 i3 00 661 #qeAed 5210010 s[es 50§50
T 10 #1661 ¥ 10 KTST 61 0 UeL 10 ¢l 10 SIS SI5TAALA SYUN0ISID PUE }S2330]
69 €0 ISy 0t 0 WY 660 €0 19908 1) (14 4] PET6T sasuadss smpado oy
6t 0 69T8L 609 L0 e s 0 9sLEm g7 (1 o6 €0 999'6¢ OO SO0IVHIIPY
i - I 3 o - - u - - ¥ 00 N—u,m ﬂu-w:nﬂﬂu LEDV
00 00 918 W s gy
SO " ney 184 00 8 00 Y 00 §T 00 168% SO PUAPLAY]
iy 0 9868 St 00 1809 00 651¢ 00 I 00 8IC¢ A0, 31T
1 0 19716 0% §0 1906¢1 0 036ET1 $0 0 818 0o e uoy |
14 41 19617 0 el BELTET 14} 9ISTT 19 99 woow Smwadg
9T §1 87T T g BT 9 SErEorT T 19 SASURAN AN LASTUROPY PUB[RIAU: 3" SUEg
$01 01969 L 153 §05999 53 19TIL9 §4I 0T 19059 07 LT waidssex)
6¢ L 11 1] I TeLor 10 3t §108€L0r 34 089 BT lr €9 §ies30350))
& 5 G ] s |60 i S % EEIEG 7% sasuidte S|
Ll 0001 rsery ¢l 0000 9169651 €0 001 [ 1 0001 < 0001 QLS sz Smadg)
povad snovaid [ aijes pouad snonaid | anes pouad snovad | ones pousd snonaid | ores pousd snovaid | ones
aoey | waoduog | DR ooy | wauodweg | HOR oopy | weuoduy | SHOORE ooRy | wewoduy | SR ooy | wawduoy | THGH
(puesnom & 3mn) pueseal‘pajepyosuor-uoy =) jusmalyieg

74



INA FOOD INDUSTRY
A COMPANY THAT MAKES EMPLOYEES HAPPY

Exhibit 4 (Continued)
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HIROAKI KANEKO, CRISTIAN VLAD, LUIZA GATAN,

TORU TAKAHASHI, SEIKO ADACHI

t4 (Continued)
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Settlement type: Non-consolidated, year-cnd

INA FOOD INDUSTRY:

A COMPANY THAT MAKES EMPLOYEES HAPPY

Exhibit 4 (Continued)
Management Index on an Accounting Period Basis
(Industry Type: 2020 Fishery Food Manufacturing)

(Unit: %, months)

The Company | Industry average | The Company | Industry average | The Company | Industry average | The Company | Industry average | The Company | Industry average
1212014 - 1212013 [10/2013-09/2014| 1212012 |04/2012-03/2013| 1212011 |04/2011-03/2012 1212010 |04/2010-03/2011

[Scale]
Gross capital (¥ millon) 2114 21,578 2177 21,506 2250 2544 2081 24190 2,157
[Equity capital (¥ millon) 20510 20,747 70 20967 811 19,675 9 18391 762
Net sales (¥ millon) 17,597 17,685 2907 17449 2869 17.398 291 17135 2040
[Growth potential]
Net sales growth rate (year-on-year) 049 135 499 029 305 154 246 73 -L77
Three years average growth rate of et sales 042 082 300 091 087 459 002, 369 354
Gross capital growth rate (year-on-year) 557 l 026 810 410 519 293 723 022
Three years average growth rate of gross capital 288 411 6.64 314 620 122 528 0.14
Ordinary income ratio (year-on-year) -5.22 -44.07 -4.73 34.28 2.04 -36.84 2497 -28.32
Three years average growth rate of ordinary income 2719 2700 -140 306 1293 591 2145 486
Equity capital growth rate (year-on-year) 351 372 657 730 698 095 795 026
Three years average growth rate of equity capital 361 l 513 677 B 746 371 746 33
[Comprehensive profitabilty]
Ordinary income to gross capital atio 417 465 153 833 131 945 110 974 076
Corporate income to gross capital ratio 42 j 470 269 839 261 951 227 983 200
Income before income taxes to gross capital ratio 4.07 | 451 133 8.08 116 9.19 -0.06 9.42 -0.30
Ordinary income to equity capital ratio 540 589 1222 10.93 8.65 12.22 10.14 12.81 3.19
Profit o equity capital atio 34 364 558 622 42 659 399 743 431
[Profitability]
Operating expenses to net sales ratio 9340 9327 99.70 §7.12 99.61 86.62 99.44 86.46 9924
Cost of sales to net sales ratio 6725 6805 8048 6154 7925 61.63 8013 6169 7987
Seling, general and adminis traive expenses to net sales ratio 215 52 1936 2558 2053 2499 19.30 2478 199
Non-operating income to net sales ratio 047 j 076 135 071 136 080 114 053 110
[Non-operating expenses to net sales ratio 0.17 024 107 046 127 036 134 032 140
Ordinary income to net sales ratio 690 725 058 13.13 0.56 13.82 091 1375 0.53
Income before income taxes to net sales ratio 67 703 049 1274 045 1344 016 1330 006
Profit to net sales ratio 440 448 005 747 0.6 745 03 797 047
Financial account balance to net sales ratio 002, 003 074 005 084 002 081 004 091
Interest and discount expenses to net sales ratio 0.08 008 086 0.10 096 0.09 093 0.12 1.00
Investment and loan efficiency 0.1 012 039 0.10 047 013 040 017 043
Average interest rate of interest-bearing debts 080 103 169 118 181 121 194 190 212
[Break-cven point sales ratio 9098 l 8928 - 9051 A3 947 11 %480
Capital stock multiple rate 23254 224,66 1532 216.61 15.61 203.26 14.52 189.99 15.65
[Asset efficiency]
Total assets tumover (times) 060 064 174 063 166 068 171 071 171
Totalassets tumover period 1985 1871 968 1892 998 17.55 915 1694 946
[Non-current assets tumover period 8.01 795 423 793 444 6.94 413 691 3.96
Tumover period of property, plant and equipment 620 635 3 640 35 547 329 ) 314
Tumover period of accounts receivable - trade 201 198 131 158 130 176 133 183 127
Inventory tumover period 313 215 200 23 208 235 198 254 208
| Tumover period of merchandise and finished goods 034 039 098 0.38 099 0.32 095 0.30 1.04
Tumover period of payables 107 110 [ 065 080 050 084 038 078
Tumover period of notes payable - trade 033 040 012 000 013 000 013 000 013
Tumover period of accounts payable - rade 074 l 069 071 065 065 030 069 038 063
[Productivity] (¥ thousand)
Net sales per capita 40085 76703 40961 7298 42,540 M 43,601 72,369
Gross profit per capita 13,127 11,626 15,755 11,997 16323 11,647 16,705 11,583
Seling, general and administrative expenses per capita 10480 10786 10477 1104 10632 10487 10802 10732
Ordinary income per capita 2,766 884 5378 963 5879 851 59% 8
Labor equipment ratio 20,727 15017 21,846 15,350 19,391 15,002 19,773 13819
[Liquidity]
Current ratio 50371 5969 20025 44520 20657 49947 21460 0415 20038
Quick ratio 36057 37815 12439 3160 12288 36554 29824 12226
Receivable to payable ratio 256.17 24596 304.66 32646 329.85 409.50 369.78 377.14
[Days of cash and deposit on hand (days) 172,95 150.32 45.61 184.17 47.31 173.02 148.83 46.92
Ratio of ordinary income to expenses * * 000 * o]+ * 000
[Ratio of ordinary profi to loss 10738 10775 100.77 11499 100.89 11589 11585 100.69
[Saety]
Debt ratio 934 2681 520 3119 55717 23 5925 3153 48605
[Equity capital atio 731 7856 2059 7623 20 7.3 2199 7603 231
Years to reach insolvency (years) * . 4835 * 1626 . 290 * 663
Fixed ratio 5219 5387 304.79 55.01 341.33 5118 32240 53.65 286.97
Ratio of fixed assets to long-term capital 4577 47.65 71.67 48.22 76.21 45.02 73.00 4741 7847
Growth rate of property, plant and equipment 28 061 316 1734 686 206 325 212 069
Interest coverage 8784 84.12 1605 12594 829 14778 1331 11291 1369
[Others]
Provision ratio of income taxes 34.66 3632 19.22 4135 20.59 44.56 21.52 40.09 2342
[Average interest expense rate 080 103 169 118 181

Source: Teikoku Databank
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