
We are refining
our strengths and accelerating

our medium- to long-term
growth strategy. 

President & CEO

Message from Top Management
Philosophy and Strategy

11 K I R I N R E P O R T 2 0 1 8



Through the core businesses* of the Kirin Group we create value that addresses 
social issues and consumer needs, with the goal of achieving mutually sustainable 
growth along with our communities and society at large.

Creation of Economic Value and Social Value

“Passion and Integrity” 

Long-Term Management Vision “New KV2021”  — New Kirin Group Vision 2021

2021Vision

Outcome

“One Kirin” Values

Strategic framework
(= Kirin Group's unique CSV)

Organizational Capabilities

Technological Capabilities

Value Creation:
Social issues

Value Creation:
Consumer expectations

* Alcoholic Beverages, Non-alcoholic Beverages, and Pharmaceuticals and Bio-chemicals

We put the Kirin Group 2016–2018 Medium-Term Business 
Plan (16MTBP), into action in 2016 as the first stage of our Long-
Term Management Vision, “New KV2021,” Accordingly, we are 
reinforcing our beer business earnings base, pursuing structur-
al reform of low-profit businesses, and leaping forward in our 
pharmaceuticals and bio-chemicals businesses. As in these 
three core initiatives, we are making every effort to restructure 
and revitalize Kirin, group-wide.

Over the past two years our reforms of low-profit business-
es have shown impressive results. In 2017 we also made great 
strides in reinforcing our domestic beer business earnings base. 
Actions like these, along with liquidation of non-core assets and 
other measures, have brought structural reform to the group at 
a brisk pace. As a result we achieved three-year free cash flow 
targets laid out in the 16MTBP a year early. The year 2017 also 

saw the Group’s profits rise to record levels. We are pleased to 
report a deepening group-wide commitment to carrying out 
our plans.

In 2018, the final year of the 16MTBP, we will keep mov-
ing with urgency to achieve core business profit growth. We 
are confident that we will reach our quantitative targets and 
guidance. In addition, we have fortified the Group’s manage-
ment foundation with a view toward maximizing shareholder 
value based on further progress in corporate governance and  
strengthened CSV management based on our CSV Commit-
ment. Through these and other measures we have gained a 
solid footing to realize New KV2021. Sustainable growth is 
our goal over the next three years as we head toward the next 
MTBP, scheduled.

Steady progress in structural reform and 
reinforcement of our management foundation to 
achieve sustainable growth
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Initiatives to Maximize Shareholder Value

Integrated management of
the Kirin Holdings Company and

the Kirin Company
Quick decisions by executive o�cers

Implement three initiatives to maximize shareholder value
based on the foundation built since 2015

 1. Profit growth of existing businesses

2. Synergy creation capitalizing on business strengths

3. Financial strategy focusing on cost of equity and 
  non-financial strategy to reduce future risks

Hands-on management

Strengthen management oversight
by the Board of Directors

Increase the transparency and
fairness of business operations

Progressive corporate governance

We are committed to CSV for
sustainable growth by addressing

social issues in three priority areas,
recognizing our responsibility as

an alcohol producer.

CSV Commitment

While maintaining this swift progress in structural reform, we 
are intent upon achieving our quantitative targets and profit 
guidance. At the same time we will accelerate implementation 
of measures with a view toward our next medium-term plan and 
beyond. Realizing profit growth in our existing businesses is our 
top priority. 

Among our existing businesses, we are seeking new heights 
of profitability in Kirin Brewery and Lion Beer, Spirits, and Wine 
business (Oceania). It is generally recognized that beer mar-
kets in Japan and other industrialized nations in North America, 
Europe, and other regions are becoming ever more mature.

Domestic beer consumption has dropped one fourth from 
its peak. Against Japan’s background of declining fertility and an 
aging population we foresee further reduction in consumption 
ahead. Over the medium to long term it is unrealistic to hope 
for unit growth. Aggressive price competition has continued for 
some time but the revised Liquor Tax Law and related legislation 

of June 2017 established the Guidelines on Fair Liquor Trade, 
which offers opportunities for the beer industry to move deci-
sively toward focusing on profitability.

In this reshaped business environment, Kirin Brewery is 
among the first to shift its orientation away from price, putting 
even greater emphasis on brands than we have in the past. Spe-
cifically, in January 2017, preceding this regulatory reform, we 
slashed sales promotion costs, while reclassifying marketing 
cost as an investment in brands, which are intangible assets. This 
allows us to allocate resources to branding by launching products 
with fresh appeal and introducing innovations in places where 
alcoholic beverages are served or sold.

In July 2017 for example, we revamped Ichiban Shibori with an 
improved flavor, which we communicated through an ad cam-
paign, winning the hearts of a large cross-section of beer lovers. 
The rate of sales growth surpassed that of the market itself while 
enhancing the attractiveness of the beer category as a whole. We 
also expanded our craft beer business to revitalize the market by 
further boosting beer’s appeal.

Going forward we will further narrow down the products 

Seeking profit growth in our existing businesses
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Profit Growth of Existing Businesses

Kirin Brewery

Lion Beer, Spirits, and
Wine

Further improve profitability

Myanmar Brewery

Kirin Beverage

Kyowa Hakko Kirin

Driving Group Growth

Turn selling expenses from a “cost” to an “investment” 
Invest aggressively in growth categories

Steadily implement the “Post ABI strategy”

Strengthening main brands

Step up from profitable growth to growth-based profit generation

Achieve outstanding growth to become a global specialty pharmaceutical company (GSP)

Lion Dairy and Drinks will continue the ongoing e�orts to improve profitability and accelerate growth in nutritious beverages.

in which we invest, aiming to build strong brands supported by 
long-term fans. At the same time, we will invest in the growth 
categories of craft beer and ready-to-drink (RTD) pre-mixed 
cocktails. Through these measures we intend to stimulate new 
growth for Kirin Brewery and boost profitability over the medi-
um term to a level comparable to global competitors.

Regarding Lion Beer, Spirits, and Wine business, we are 
regaining profit following conclusion of distribution agreement 
with Anheuser-Busch InBev (ABI) in Australia. Specifically, we 
are leveraging our strengths by boosting the brand equity of our 
main brands and expanding craft beer sales. In 2018 we will ramp 
up these efforts to achieve profitability levels seen when the ABI 
agreement was in force.

We are pursuing a growth strategy for Myanmar Brewery, 
Kirin Beverages, and Kyowa Hakko Kirin, as these are the main 
drivers of Group growth. In the case of Myanmar Brewery, we are 
building the brewer’s main brand, Myanmar Beer, and expanding 
production facilities and capacity to support long-term growth. 
Over the past two years we have greatly improved the profitabil-
ity of Kirin Beverages by dropping unprofitable operations and 

cutting supply chain costs. 
Going forward we are taking the next step up in our strategy, 

shifting from profitable growth to growth-based profit genera-
tion. By developing a robust brand portfolio and creating value 
beyond existing domains, we aim to raise our normalized oper-
ating profit margin to 10% by the year 2021.

In the Kyowa Hakko Kirin pharmaceuticals and bio-chemicals 
business we are making steady progress with development of our 
global strategic products, KRN23 (Burosumab) and KW-0761 
(Mogamulizumab). In February 2018 the European Medicines 
Agency (EMA) granted Conditional Marketing Authorisation to 
KRN23. Having obtained FDA marketing approval in April 2018, 
we plan to launch KRN23 in both the U.S. and Europe within 
the year. 

Progressing favorably with its five-year plan, Kyowa Hakko 
Kirin is enhancing its marketing capabilities and other aspects of 
its business in addition to developing global strategic products. 
Advancing steadily, KHK drives the Kirin Group’s medium- to 
long-term growth as it makes the leap to become a global spe-
cialty pharmaceutical company (GSP).
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Kirin Group 2016–2018 Medium-Term Business Plan

Restructure and revitalize Kirin, groupwide

Stable shareholder returns through dividends, enhanced financial flexibility

Consolidated dividend payout ratio 30% or more of normalized EPS  
Repayment of interest-bearing debt

Implement specific strategies in accordance with the positioning of each business
 
 
 

Raising Group profitability is our top priority, targeting increased capital e�ciency and 
sustained growth in shareholder value.

ROE:15%+

Invest, strengthen and grow profit base in beer businesses 
(Kirin Brewery; Lion Beer, Spirits and Wine; Myanmar Brewery)
Restructure and revitalize low-profit businesses (Brasil Kirin, Kirin Beverage, Lion Dairy and Drinks)
Invest in Pharmaceuticals and Bio-chemicals business to leap upward in growth (Kyowa Hakko Kirin)

Basic policy

Financial strategy

Key initiatives

2018
quantitative targets

Normalized EPS:CAGR6%+

Seeking medium- to long-term growth in the years ahead, 
we will prioritize profitable growth of our existing businesses, 
while accelerating our shift to CSV as the core of our manage-
ment. CSV management is key to raising corporate value and 
attaining sustainable growth. While fulfilling our responsibility 
as an alcohol producer, we create value by addressing social 
issues in the key areas of health and well-being, community 
engagement, and the environment.  

We follow two policies to further CSV management and 
develop businesses, products and services that address cus-
tomers’ latent needs and have a positive impact on society.

The first policy is to strengthen management’s intangible 
assets: human resources, brands, R&D, and supply chain and 
IT. These are assets that the Group has gained over the years in 
response to changes in the business environment. Strengthen-
ing our human resources is of particular importance as human 
resources are our engine for growth. 

Advancing CSV with stronger intangible assets and 
new business development	
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Yoshinori Isozaki
President & CEO

Progress toward MTBP quantitative targets 
(Figures are past performance and forecast for ROE and compound annual growth rate of normalized EPS*) 
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*2015: ROE before amortization of goodwill, etc. and 
  normalized EPS based on the J-GAAP.
  After 2016: ROE and normalized EPS under the IFRS.

(%)(Yen)

Normalized EPS

ROE increased due to sale of Brasil Kirin 
shares and gains on sale of fixed assets. 

Expected achievement
of 2016 MTBP target

ROE
(0.3)%

ROE
15%
or above

Normalized EPS at

6%
CAGR or above

Normalized EPS at

10.3%
CAGR

To enhance diversity in human resources and organiza-
tional structure, we offer not only entry-level positions, but 
also an increasing number of mid-career positions to attract 
candidates with valuable experience and expertise. To accel-
erate workstyle reform we are cultivating an environment 
that encourages all employees to develop and use their full 
potential. 

With human resources as our core growth driver, we are 
reinforcing our business foundation in many ways. These 
include enhancing brand equity, R&D in our strong areas such 
as immunity, strengthening and optimizing the supply chain, 
which encompasses production technology and engineering 
technology, and applying information technology to enhance 
business processes.

The second policy is to develop new domains along with 
existing businesses to support Group growth over the next 10 
years. Kirin Holdings will find opportunities for synergy among 
existing businesses while fostering new ventures in the areas 
of health and well-being, and pre-disease.

For the most part we can leverage the tangible and intangi-
ble assets the Group has cultivated over the decades to create 

new value without relying on major investments. When a chal-
lenge calls for supplementing the Group’s own functionality 
and resources, we will use partnerships and M&A, evaluating 
each case on its own merits. 

To promote sustainable growth of the Group and raise cor-
porate value, we are continuing our rapid structural reform and 
pursuit of profit growth in existing businesses, while quicken-
ing the pace of innovation and creating new value by putting 
CSV management into practice. 

Moving forward, we will exercise and extend our full per-
formance potential, always striving to be worthy of the trust 
and support of our stakeholders.

16K I R I N R E P O R T 2 0 1 8




