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Realizing technology management
that accelerates transformation
and is committed to future growth
and profitability

Building a framework for managing
R&D as a core management function

As we move into the latter half of VISION 2030, our R&D
has reached a stage where we must establish mechanisms
that more reliably translate research outcomes into business
results. As CTO, my mission is to support Group-wide
decision-making from a technology perspective, thereby
underpinning management strategy, and to manage the
entire innovation process from research through commer-
cialization. What | feel most strongly about in this role is
how management can gain visibility into individual R&D
themes and frontline efforts, provide the right support, and
carry them through to commercialization.

To date, the Mitsui Chemicals Group has utilized its
proprietary new product development and incubation system.
This framework is highly effective as a stage-gate process,
enabling us to confirm at each stage that the requirements

| Three corporate transformations |

Transformation drivers |

for transitioning from development to manufacturing have
been met. However, when we consider the broader inno-
vation process from research through commercialization,
we need a separate mechanism—one that generates and
accelerates innovation aimed at creating new businesses
and products. Because our KPIs were previously structured
around the stage-gate review and confirmation process,
the system was not well suited to actively managing R&D
themes toward commercialization.

Once quantitative targets have been set, management
must continually monitor progress toward achieving them,
pivot when necessary, and adjust its approach through day-
to-day activities. To do so, we need visibility into the dynamic
aspects of the innovation process—where each project
currently stands and how it is progressing toward commer-
cialization. This enables us to determine when manage-
ment support is needed and whether upfront investment
is warranted. Researchers cannot commercialize projects
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on their own. Senior leaders from corporate management,
business divisions, and laboratories must therefore share
a common perspective, support frontline research teams,
and work together to drive projects toward commercial-
ization. Transforming the current framework into one that
enables such alignment and shared commitment is, in my
view, an essential starting point for our next phase of growth.

Clarifying the roles of research and
development to accelerate the creation
of new businesses

The reorganization of our R&D structure implemented in
October 2025 was intended to clearly distinguish the roles
of research and development. | believe these two functions
serve fundamentally different purposes. Research involves
developing core technologies over the medium to long
term through the process of creating new products and
businesses and, by its nature, cannot be a profit center.
Development, on the other hand, addresses specific
objectives and customer needs, turns ideas into products,
and generates revenue. Knowledge acquired through
investment in research is transformed into practical know-how
through the processes of development and manufacturing,
and then into value that is delivered to society and generates
returns. That is what the innovation process is.

In development, our goal is to use our existing businesses
as a platform to continuously generate new products with
a high probability of success. Research, meanwhile, has
two missions: pursuing themes that are needed to extend
existing businesses or expand them into adjacent areas
but require time and involve a degree of uncertainty, and
developing technologies that will form the foundation of
future businesses.

Research themes needed to extend existing businesses
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or expand them into adjacent areas will ultimately be trans-
ferred to development as their path to commercialization
becomes clearer. Themes needed for future businesses,
on the other hand, will be pursued through approaches
that include external collaboration. Because these initiatives
involve creating entirely new products, existing businesses
may not be able to absorb them immediately. To address
this, the New Business Incubation Center (NBIC) nurtures
them as new business incubation projects until they reach
break-even, after which they are transferred to an existing
business division or become the foundation for a new

M Organizational unit
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business division. Based on this framework, we have revised
our innovation-related KPIs and established two targets
for fiscal 2026: creating at least two new businesses and
transferring at least one project to development. The
target of one transfer may appear modest, but this reflects
the separation of research and development implemented
last October, under which themes expected to lead to a
market launch within three years were, in principle, trans-
ferred to development divisions. For the quantitative KPI
targets for fiscal 2027 and beyond, we will incorporate the
ambitious targets set out in our Robust Plan and develop
concrete measures to achieve them.
By transferring development functions
to the business sectors, we have created
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/ Strategy i T technologies

Research Center
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Balancing the development
speed demanded by
businesses with medium-
to long-term, strategically
focused research has
been a challenge.

RS Organizational structure by technology domain

Organizational restructuring effective
October 2025

Development divisions: Deliver technologies and
rapidly develop products and solutions aligned with
customer and market needs from a short- to

medium-term perspective.

Research laboratories: Pursue fundamental innovation
from a medium- to long-term perspective by exploring
and acquiring technologies with future business
development in mind, while creating new businesses

and products.

a structure in which each business sector
can determine more clearly which themes
to pursue in light of its own funding, fixed
costs, and staffing. At the same time,
research will take responsibility for nurturing
themes that may involve greater uncer-
tainty but are important for our future
growth. Development is responsible for
bringing products to market with a high
probability of success, while research is
responsible for building the technology
platforms that can lead to major business
opportunities over the medium to long term.
The significance of our new structure lies
largely in this clear division of roles and
objectives.

NBIC also plays a vital role in bridging
the gap between research and business.
Even when researchers possess out-
standing technologies and capabilities,
it is not easy for them to approach
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customers on their own, identify the right targets, formulate
business hypotheses, and determine how to turn their
work into viable business opportunities. As a team with
business-building expertise, NBIC works alongside
research teams and draws on expertise in investment,
finance, contracting, and sourcing external assets. By also
leveraging our corporate venture capital (CVC) activities,
NBIC increases the likelihood of commercialization and
improves the chances of successfully creating new
businesses and products.

Connecting technology to business by
embracing an end-user perspective
and leveraging data

As a B2B materials manufacturer, the Mitsui Chemicals
Group has long supported our customers’ products and
businesses. Going forward, however, our R&D activities
must consider what value we ultimately deliver to the end
users beyond those customers.

This mindset is gradually taking root among our research-
ers. Even when a research theme is still being planned, it
is becoming increasingly difficult to establish it as a viable
project unless researchers can clearly articulate the value
it will deliver to specific applications and customers and,
ultimately, to end users. The first step is for each researcher
to develop the habit of thinking from that perspective.

Creation Palette YAE™, our co-creation space that
serves as a point of contact with end users, plays an
important role in this effort. Located in a highly accessible
area near Tokyo Station, it enables visitors to learn about the
Mitsui Chemicals Group while allowing us to collect their
feedback and reactions. When more in-depth technical
discussions are required, we can connect visitors with R&D
sites such as Sodegaura. Although visitor numbers have
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exceeded our expectations, the number of visitors is only
an interim indicator. What truly matters is the extent to which
the connections made there lead to further co-creation
opportunities and commercialization.

At the same time, we are working to collect and analyze
information from customer touchpoints and research themes
so that it can be used across the Group. The Digital Science
Lab.™ brings together specialists in fields such as com-
putational science and materials informatics (Ml), and we
already have a clear vision for leveraging digital transfor-
mation (DX) and Al tools throughout our R&D activities.
However, our task extends beyond simply organizing data
storage locations and access rights. We must also foster
a culture of active information sharing across departments
and establish common rules for storing information in
readily usable formats. We plan to put this framework in
place during the first half of fiscal 2026. In the second half
of the fiscal year and beyond, we will begin incorporating
data into it, analyzing the data, and validating the results.

Building competitive advantage
through global R&D and the
combination of multiple technologies

There is no single purpose or model for conducting R&D
globally. In some cases, the objective is to acquire elemen-
tal technologies that will be needed in the future over the
medium to long term. In others, it is to refine technologies
in response to regional characteristics and the needs of
local customers.

Our technical support sites serve as frontline hubs that
provide customers with data and technical support while
capturing changes in markets and customer needs. Going
forward, we must share the insights gained at these sites
more effectively with our R&D teams, extend our R&D reach
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into the regions where it is needed, and deepen our
involvement in industrial clusters and research networks
around the world. Because our own capacity is limited, we
must connect with local expertise and specialized talent to
strengthen our R&D capabilities.

At the same time, | view the technological capabilities and
development speed of Chinese companies as a competitive
threat, but also as worthy of genuine respect. In fields pri-
oritized under national strategy in particular, China is rapidly
catching up technologically, backed by substantial invest-
ment in capital and talent. That is precisely why we should
focus on areas where we can carve out distinctive niches
rather than competing head-on with China in the same
fields. By “niche,” | do not simply mean a small market.
| mean an important area in which other companies see
little need to compete because Mitsui Chemicals already
has a strong position.

The key is to combine multiple technologies, increasing
complexity and making our solutions difficult to replicate.
A single material or process cannot create sufficient value
on its own. We must combine materials, processing, and
manufacturing technologies with speed of response to create
value as a whole. This thinking also underpins our decision
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to have the Fabrication Process Engineering Division report
directly to the CTO beginning in April 2025. Rather than
considering processing and manufacturing only after a
project reaches the mass-production stage, we must
advance research themes from an early stage in a manner
consistent with future manufacturing. By engaging more
deeply with global knowledge networks and markets,
combining multiple technologies, and responding quickly
to customer needs, we will build a distinctive competitive
advantage that is uniquely our own.

Visualizing management resources and
optimizing their allocation to specialty
chemicals domains across the Group

When allocating resources to R&D, the ratio of R&D
investment to sales revenue is an important indicator.
However, it should not be applied uniformly across the
Group. Domains that play a more foundational role in
industry have different investment requirements and costs
of capital from those that offer high growth potential and
require a high degree of specialization. We therefore need
to determine an appropriate overall level of R&D investment
while taking into account the balance of investment across
these different domains. What matters is whether the
resulting level is reasonable given the differing characteristics
of domains focused on growth and those that provide
a stable business foundation.

To do this, we must link R&D expenditures, personnel,
and research themes dispersed across business sectors and
Group companies, and visualize how resources are allo-
cated by domain. Only then can we meaningfully discuss
the share of investment allocated to each field and the
overall balance of resource allocation.

We must also rethink our approach to benchmarking.
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Simply comparing ourselves with other diversified chemical
manufacturers in Japan is no longer sufficient. The real
question is who we should compete against in each domain.
For every industry we target, we must identify our true
competitors globally and measure ourselves against them.
Without that perspective, we cannot have a meaningful
discussion about the investments required to win.

When it comes to human capital, the key is to manage
groups of highly specialized professionals so that they can
perform as effective teams. The era when success could
be achieved simply by having everyone work diligently at a
similar level, as was often the case during Japan’s period
of rapid economic growth, has come to an end. Rather
than trying to shore up weakness across the board, we
must build on each individual’s strengths and combine
them effectively to deliver results. Going forward, we will
need to recruit more proactively across a broad range of
disciplines—not only chemistry, but also biomedical engi-
neering, digital technologies, electronics, physics, mecha-
tronics, and other specialized fields. At the same time, we
must recognize that workforce mobility will continue to
increase. By creating an environment in which people who
have gained experience outside the Group want to return
and work with us again, we can further strengthen the
capabilities of our most important asset—our people.

| believe that the greatest driver of innovation is moving
beyond siloed optimization, sharing information across busi-
ness divisions, and mobilizing people, information, and
resources in a way that is optimal for the Group as a whole.

Winning through intellectual
property strategy

| have long emphasized that intellectual property is not
merely a means of protecting rights. It is a technology
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asset that should be aligned with business strategy and
contribute to earnings. The view that intellectual property
should function as a profit center is gradually gaining
acceptance across the Group, but we have yet to develop
the specific mechanisms needed to make this a reality.
Since assuming responsibility for the Intellectual Property
Division in April 2026, | have been working with the divi-
sion’s members to build a shared understanding of the
direction we should pursue.

The first step is to link our investment in intellectual
property to its contribution to businesses and products
and make that relationship visible. Without such visibility,
the Intellectual Property Division cannot manage intellectual
property as a profit center. Intellectual property is often
viewed primarily as something to protect, but with IP disputes
expected to increase, what will ultimately matter is whether
we can prevail when they arise. Simply holding patents is
not enough. We need to build an intellectual property port-
folio that protects our businesses while enabling us to
assert our competitive position when necessary.

There is no single way to create value from intellectual
property. Options include licensing, sales of IP assets, and
enhancing value through external partners. As part of this
effort, we have also begun collaborating with outside orga-
nizations. While it is still too early to speak in detail about
results, these initiatives represent an important step toward
treating intellectual property as a business in its own right.

Reassessing today from a future
perspective and committing to results
through change

Mitsui Chemicals is often described as a highly conscien-
tious company. Today is built on the foundations laid yes-
terday, and from there we envision what tomorrow should
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look like. That earnest approach is one of the Group’s
important strengths. At the same time, as the pace of
change continues to accelerate, it is becoming increasingly
difficult to chart the future simply as an extension of the
past. We need to think about what will be required five or
ten years from now and, from that future perspective, deter-
mine what must be changed today. | believe we need to
embrace that mindset more strongly. As someone who joined
the Group from outside, | see driving the changes we need
to make as one of my most important responsibilities.

Mitsui Chemicals is committed to communicating openly
about what we aim to achieve and to following through on
those commitments. While there are aspects of R&D that
cannot be disclosed in detail, we will continue to explain our
thinking and direction as clearly as possible and demon-
strate our progress at the next opportunity. By managing
R&D as a core management function and connecting
technology to business and business to growth, we will
steadily turn each of these changes into tangible results,
one step at a time. | look forward to demonstrating our
progress in the years ahead.
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