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Key Strategies: Business Reforms through a Scientific Perspective

Business Reforms through a Scientific Perspective

Under the slogan “Scientific analysis of department stores,” we will redesign the business structure of department stores by
analyzing not only sales but also profitability and productivity in all units within the Group and its businesses. This will allow us to gain
a grasp of the overall situation and adopt a system that enables more efficient use of expenses.

@ Scientific analysis of department stores

02 Value Creation Strategies

Initiatives at regional department stores @ lwataya Mitsukoshi

Iwataya Mitsukoshi, which operates lwataya Main Store, Iwataya Kurume Store, and Fukuoka Mitsukoshi, changed from
conventional store management in which each store has its own function and personnel are assigned to a certain shop
floor or section, to an organizational structure in which multiple stores are centrally managed and overlapping functions
are consolidated. It vigorously promoted multi-task management to broaden the scope of responsibilities and operations,
thereby raising productivity per employee and improving profitability through organizational personnel reforms that reassign
generated human resources to operations directly related to profitability.

Direction > @ Evolve the “Scientific analysis of department stores” to accelerate revitalization of department stores

1. Reform the cost structure and redesign the department store business structure, thereby increasing productivity and
maximizing profits

2. Visualize all activities of the Company from a scientific viewpoint and set up standards (operational indicators) in
accordance with the strategy

3. In the strategy implementation phase, ensure that all employees understand the standards and transform their daily actions
with @ management mindset
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“High sensitivity, fine quality” e MD balance standard
strategy e Store-specific investment criteria joined to the ROE criteria

Purposes and roles of the
“Scientific analysis of
department stores”

“CRM strategy connecting with
individual customers”

e Optimization of cost of acquiring MICARD

 Redefinition of cost investment objectives by customer PL Maximize profitability

“Intra-group coordination”

© Regulation of in-house production
strategy

o Sales staffing standard

Income and expenditure  Direct-to-indirect ratio standard (9:1)
structure reform © Regulation of SG&A ratio

© Regulation of advertising ratio

Maximize productivity

Direction > @ Reducing SG&A expenses from a scientific perspective and redesigning the business structure by optimizing the number of personnel

e Maintain operating income by controlling expenses from the perspective of “Scientific analysis of department stores”
¢ Continue to reduce fixed costs and flexibly control variable costs to improve earnings structure
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®Multi-tasking system in the Tenjin area at lwataya Mitsukoshi (image)
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@®Steps in reforming organizational personnel

P_

I
. . Tenjm area
Planning function representatlve
Central manager (operational functlon)
I
lwataya Main Store Fukuoka Mitsukoshi
Shop floor Shop floor Shop floor Shop floor

===

STEP A} STEP . A} STEP L . )
. - Independence of operations Priority allocation of
1 Operational efficiency 2 T 3 .
Insourcing within the Group personnel to improve sales

By removing organizational and role barriers,
consolidating storefront operations, streamlining
back-office operations, reviewing rules, and taking
other measures, we will achieve multitasking
operations and create human resources by
integrating operations across stores in their
entirety, and expanding the scope of operations
that can be handled by a single employee (one
person playing N number of roles) rather than
assigning personnel to each shop floor or section.
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The human resources created through the
actualization of Step 1 will be allocated to
logistics and cash register operations, which
had previously been partially outsourced. This
will also enable the flexible and efficient
allocation of the necessary personnel to
operations which are subject to seasonal
fluctuations, such as gift orders.

Likewise, human resources created through
the actualization of Step 1 will be reallocated
to departments (product functions such as
the sales department and other out-of-store
sales departments) to improve sales, thereby
strengthening customer contact points and
enhancing services for customers.
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With operational efficiency as the point of departure, we aim to maximize productivity by achieving optimal allocation of human resources.

Initiatives at regional department stores @ Sapporo Marui Mitsukoshi

Visetan Mitsukoshi Contact Center at Sapporo Marui
Mitsukoshi, which opened in April 2023

In April 2023, Isetan Mitsukoshi began outsourcing
operations to Sapporo Marui Mitsukoshi, which
launched its Contact Center business (service handling
inquiries from customers by phone and e-mail). In order
to enhance our services and improve the profitability of
the Group as a whole, rather than outsourcing work to
outside companies, we are working to reform our
organizational personnel by assigning Group
employees with a high level of customer service skills
to the Contact Center, a department that serves as a
point of contact with customers.
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