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Top Message

Connecting People

and Bridging Times

Toward a Stage of
the Next Ten Years

New Growth to be Achieved Over

Toshihiko Sugie
President and CEO

concerned, which made us feel it was necessary to

should overcome the pandemic, the vision we

accelerate the ongoing reforms, and that we were

should have for ten years from now, and how we

going in the right direction.

should formulate a medium- to long-term plan
based on the above, while listening to harsh but

We will keep moving forward,
aiming to be department
stores for the new era.

Backcasting to formulate a
new three-year plan based
on a long-term plan

First, I would like to express my sincere sympathy

In response, we have decided to revise the

In this process, the management team first

to those who have been affected by COVID-19,
their families, and their loved ones, and I extend

three-year plan that we have been advancing. We
are planning to formulate a long-term plan that

shared their rough ideas on their image for the
Group in ten years with all employees. Based on

my heartfelt condolences for those who have

clarifies our goals of what we wish to be in ten

this rough plan, each layer of employees discussed

passed away. I would also like to extend my deepest

years. We will then backcast to formulate a new

the future in detail towards the formulation of a

gratitude to the medical personnel and others who

three-year plan (FY2021 to FY2023), which we will

specific plan. I feel that this process of formulation,

are working hard and cooperating daily to prevent

announce. We made this decision because the

in which the management team, including the

the spread of infection.

valuable opinions. Employees also participated in
the discussions in the formulation phase, which
we have been advancing through the exchange of
opinions.

global changes in society and the things that people

outside directors, and employees work as one, has

Since FY2019, all the employees of the Isetan

value, accelerated by the COVID-19 pandemic,

enabled us to share our concerns and awareness

Mitsukoshi Group have been working together to

made us painfully aware that our business model

of problems. We will promote long-term, drastic

advance growth strategies and structural reforms

must evolve significantly to adapt along with the

reforms that will include asset reshuffling and

under the three-year plan (FY2019 to FY2021). The

changing times.

changing the business portfolio to enable

main goal of the plan is to become department

The profit margin of our department store

sustainable growth, while also keeping an eye on

stores for the new era that leverage the power of

business has not been able to reach 5%, no matter

the short-term perspective to push our performance

IT, stores, and people (platform operators).

how hard we try. The break-even point for sales

back on the path toward recovery.

We had felt that our efforts were effective,

is high, and the impact of weather, worsened

with progress being made at a better-than-ex-

business confidence, and other negative factors

pected rate in the seamless integration of online

are reflected in our profit immediately and directly,

e-commerce services and offline brick-and-mortar

which destabilizes the Group’s management base.
Because sales from the department store business

store services, which is one of the key initiatives
of the three-year plan. And then the COVID-19
pandemic happened.

the evolution of our business model has been a
momentous task that was necessary to stabilize

How will our business environment have changed

the loss of foreign tourists in Japan but also changed

management. We believed it was necessary to

in that ten years?

customers’ lifestyles drastically, as digitalization

determine what we aspire to be ten years from now

One thing we know for sure is that the

accelerated rapidly in everyday lives as well as

and implement measures step by step to achieve

demographics will have changed. As you know,

business settings. Even if we are able to return to

our goals.

the population in Japan is declining. Even if urban

from this lifestyle using digital technology.

ISETAN MITSUKOSHI HOLDINGS

The business environment is
expected to become more
severe in the next ten years.

The COVID-19 pandemic has not only triggered

a normal life in the future, we will not break away

09

account for the majority of the Group’s sales,

I hope that our stakeholders will understand
and support our new plan when we announce it.

Another significant factor behind this

areas maintain a certain population, rural areas

decision is our transition to being a company with

will see their populations age and decline. This will

We temporarily closed all of the Group’s stores

a nominating committee, etc., which took place

result in the decline of the consumer population,

following the Government’s declaration of a state

in June 2020. Immediately after the transition,

inevitably shrinking the retail market.

of emergency, and we were unable to attend to

our outside directors joined discussions about

This will happen in overseas markets as well.

customers for around two months. I felt strongly

the formulation of a medium- to long-term plan.

In Asia, the population will continue to increase

at that time that we were right to be so strongly

We have since frankly discussed how the Group

in only a handful of countries and regions,
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Top Message

We Will Meet Customer Needs to
Further Our Growth.
including the Philippines. The populations of

things that make people feel wealthy change with

high-quality shopping experiences they would have

transforming it into a facility that is something

China, Singapore, and other key nations will take

in brick-and-mortar stores.

more than a department store, which will be

a downward turn. It is apparent that, if the Isetan

the times. Therefore, we must respond to these
changes adroitly and sensitively, to continue to

Mitsukoshi Group does not change, this situation

change our product mix so that it is always suited

will be tough, as these countries are main markets.

for the times.

The pandemic has placed well-established
global apparel companies in a predicament.

Further, regretting our adherence to our
successful experience and rejection of change,

I believe this reflects the fact that many of the

we are proactively proceeding with digitalization,

Our brick-and-mortar stores
are important places where
our key content is available.
They will be places for people
to consume experiences.

companies like us that have been involved in

aiming to build an environment that will enable

the fashion industry are not changing with the

us to offer the goods valued by customers and

Our brick-and-mortar stores, such as those in

On middle floors, we will concentrate the elements

times, and have been unable to respond to the

cater to their needs in the coming ten years.

Shinjuku, Nihombashi, and Ginza, will remain

that previously made up the department store.

diversification of consumption.

Digitalization will enable us to implement the

important for us as places where our key content

There we have opened a digital salon connected to

At the same time, as a result of asking

tasks necessary to cater to customer needs quicker,

is available. Selling well in brick-and-mortar stores

the Isetan Shinjuku Main Store and the Mitsukoshi

themselves what they truly need, many people

easier, and at lower cost. The tasks would require

will be an important factor in the attraction of

Nihombashi Main Store via the internet. At this

have come to choose sustainable goods, attaching

large investments if we were to try to implement

customers to strengthen online sales.

salon, customers are served and given suggestions

importance to quality rather than quantity, and

them only at stores.

visited and used daily by visitors to Matsuyama and
residents of the area. For example, the lower floors
will consist mainly of food departments, including
a food market and a cafe. There will be a hotel
and departments offering beauty and healthcare
content on the upper floors, all of which will be
operated in collaboration with local companies.

For example, the Snoopy exhibition we hold at

by stylists from sales floors of the Isetan Shinjuku

to shop less frequently. The trends surrounding

In this era, with the flood of information, there

the Ginza Store is a highly popular event. It attracts

Main Store and the Mitsukoshi Nihombashi Main

these changes in consumer spending will increase

is an issue in the promotion of digitalization. There

a large number of customers every time we hold it.

Store in real time. They will be able to order, try

in the future.

are mixed opinions on the internet, which makes

Unfortunately, during the latest exhibition, we had

on, and purchase products that are unavailable at
Matsuyama Mitsukoshi.

people impossible to judge by themselves what

to take measures to control the spread of COVID-19,

Catering to customer needs by
integrating brick-and-mortar
stores with digital technologies

is good and difficult to understand the value of

including limiting the number of people admitted

By offering this new place for shopping on

goods. I think that, all considered, people will solve

to the venue. However, the ability of customers

a floor where the goods needed daily by local

this problem.
If a trusted person recommends a product,

to come to the store before the pandemic gave
them the confidence to purchase products online.

people are available, we will not have any difficulty
attracting customers. Even a floor operated in the

Our reaction to this future has not been only fear.

the fact that this person recommends the product

In addition, if products are sold at an event that is

traditional ways of a department store that would

In the last several years, we have reviewed our

adds to its value and spreads the word about it.

so popular that there needs to be a restriction of

be inefficient by itself can be used in a new way to

stores, assuming that the populations in the trade

At present, in our brick-and-mortar stores, we are

admission, and those products are made available

areas of our brick-and-mortar stores will decrease

designing sales floors to take advantage of our

online, customers who are unable to come to the

20% to 30% in the medium to long term due to

characteristics. We are also implementing measures

store are motivated to buy them, which contributes

the population decline. Based on the compact city

to ensure that our employees know what is sold on

to sales.

vision, which anticipates the cities and lifestyles

the sales floors managed by each brand, so that

This is exactly the value that the Group can

of the future, we plan to continue operating our

they are able to suggest appropriate products that

provide, and one of our assets, as a Group with

stores which are expected to play central roles in

suit customer needs. As a result, we have begun

brick-and-mortar stores. We will continue to

future urban development.

to see examples where products suggested by

position our brick-and-mortar stores as the source

our employees, who have tens of thousands of

of our business. Discerning employees from the

followers on social media, contribute to sales.

stores will act as valuable sources of highly credible

Regarding customer needs, I believe that
individuality, which has been important, will remain
a core criteria for selecting products. However, the

I am sure that we will be able to focus on
people and provide satisfaction to customers,

information encouraging online customers to
purchase the products we offer.

satisfaction with the items they buy and also the

Department stores not just provide high

people that they buy them from, because of our

value-added, high-quality products but also serve

brick-and-mortar stores. We select high-quality

as community centers. A survey conducted in a

products that customers really want to buy, and

rural area has found that customers desire to eat

we enable trusted people to sell these products.
I believe that if we are able to take this initiative

at restaurants and purchase food items in addition
to buying products.

online while adding to its strength, we can enable

In response, Matsuyama Mitsukoshi is advancing

customers from a wider area to enjoy the same

a plan to conduct a large-scale renovation of its store,

A dialogue with employees
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and our customers’ quick progress in digital
literacy, as they refrained from going out due to
the pandemic, has resulted in the expectation
that our online sales for FY2020 will exceed the
targeted 25.0 billion yen and even be greater than
30.0 billion yen.
However, while sales were growing steadily,
we began to see new issues that should be
addressed immediately. One of them is the need

We Will Generate New Value
by Integrating People
and Digital Technologies.

to streamline distribution adequately. If online
sales continue to grow, distribution could be the

made furniture for brand shops and worked on

our locations. Above all, it has reinforced my

bottleneck. We believe this needs to be improved

interior decorating and furniture production for a

understanding that the young employees

immediately.

five-star hotel. With these and other projects, the

working on the front lines are very concerned.

company has been praised in its industry.

This is because they think seriously about our

Using the Group’s strengths to
achieve sustainable growth

customers. I think that my main job is to create

which operates a distribution business, has also
earned praise. Capable of managing distribution

an environment for these employees to be able
to work earnestly.

The question we must address immediately is how

in four temperature zones, normal, refrigerated,

generate profits. We intend to work together with

to improve our business portfolio from its current

frozen, and constant temperature distribution,

local governments and advance this development

status, in which sales from the department store

the company is now producing results including

project as a new regional model.

business make up most of the Group’s sales.

contracted operations for food delivery services

We should prioritize increasing the percentage

Providing shopping experiences
online, with the high-quality
customer services of a department
store available anytime, anywhere
Globally, there are few examples of high

Strengthening governance, which
will also increase the force driving
management significantly

for a major supermarket chain in Japan.

of the real estate business. Fortunately, the Isetan

Thus, the Isetan Mitsukoshi Group has a large

I think that the Isetan Mitsukoshi Group has been

Mitsukoshi Group owns many excellent properties

number of companies which have the potential

moving forward at an accelerated rate since June

in excellent locations. Now, however, the real

to grow in the future. Previously, businesses

2020.

estate business is producing little profit. We are

other than the department store business would

This is because we worked to strengthen our

determined to take actions to ensure that these

be bracketed together as “other businesses.”

corporate governance and transitioned to being a

excellent properties will steadily produce profits.

Hereafter, we will focus on and monetize each one

company with a nominating committee, etc. As I

value-added goods being offered to customers

In addition, the Isetan Mitsukoshi Group

of them to enable them to grow as businesses that

mentioned above, the process of formulating the

seamlessly through the integration of online

engages in various other businesses, such as

are comparable to the department store business

current medium- to long-term plan was a very

and offline stores. A department store in Europe

the finance business, construction painting,

and the real estate business, thereby improving

difficult step that would have been impossible for

operates a similar business. However, we found

distribution, and system development, although

the value of the overall Group further.

the internal staff to complete alone.

that it wasn’t an illuminating guide for us, partly

these businesses are low-profile compared to the

because its wide trade area includes the entire

department store business.

Euro zone and even some Arab countries.

For example, the finance business, which

The power of a department store
lies in its people. We will continue
with the employee-first principle.

At the meetings of our Board of Directors and
other directors’ meetings that we hold regularly,
honest, frank opinions are shared on many

While there is no precedent, we are trying

is operated by MICARD Co., Ltd., a credit card

to identify how to sell high value-added products

company, and MI TOMONOKAI Co., Ltd., which

online to customers in Japan, who are said

manages the Tomonokai customer organization,

In the department store business model, the

management has receive many pieces of advice

to be most demanding in the world. We are

has a good customer base of 3.2 million affluent
people in Japan. While other credit companies

top-down approach is not universally effective.

that have been harsh truths, I feel that discussions

I think that the following story will help you

have surely been improving.

questions.
Amid these circumstances, we launched a

proactively utilize the data of their customers,

understand this point very well. We often hear

In this way, Isetan Mitsukoshi Holdings has

we had positioned credit cards simply as a means

that a restaurant company or a convenience store

taken this crisis as an opportunity, and we are now

new app in June 2020 and began to acquire online

of settlement for the department store business,

chain has its new products tasted by the president

about to change significantly from within. I ask

members. In November, the Isetan Mitsukoshi

without utilizing the data from them. If we can

before deciding to sell them. Imagine me tasting

that all stakeholders understand this position of

Remote Shopping App was launched to enable

make effective use of that data, we will be able

all of the new products from the food floor or

ours and continue to support us for many years

customers to purchase products from brick-and-

to develop synergy with various other businesses.

trying on all the clothes and shoes. It is silly, isn’t it?

to come from a long-term perspective.

mortar stores receiving the same customer services

Further, Isetan Mitsukoshi Property Design

The power of our employees working on

as they would in-stores, wherever they are. I think

Ltd., which engages in tenant management,

the front lines is directly linked to our business

that by accumulating data on interactions with

construction panting, and design, makes

performance. Therefore, on-site workers knowing

customers through this app, we will eventually be

high-quality Western furniture and interior

the Company’s situation and understanding its

able to have an AI answer easy questions from

ornaments as symbols of the era for the National

strategies and vision is most necessary.

the customers.

Diet Building, the Supreme Court building, and

This pandemic has been an opportunity

other buildings. In recent years, the company

to receive opinions and suggestions from

experimenting daily and working to solve difficult

The combination of these proactive initiatives
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proposals, which makes me feel that our level of
discussion has improved one or two levels. While
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