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Since the Industrial Revolution, technology has driven humanity’s progress. 
Yet along the way, there is something important that has often been 
overlooked—nature. We have provided society with the products needed in 
each era, however in doing so, economic rationality was prioritized, with 
too little attention given to the natural environment. 
 Today, in response to this fast-changing world, we have pondered over 
what value we provide to society through technology, and what form our 
contribution to society should take. The answer that emerged was to 
“create a world where nature and technology work in unity.” 
 We coexist with nature and help protect people’s lives from natural 
threats. To that end, in providing various forms of infrastructure, the IHI 
Group’s duty is to take on the challenge of issues connected with nature 
and create prosperity in everyday life through technology.

Pursuing Sustainability, the IHI Way

“Create a World Where 
Nature and Technology 
Work in Unity”

Message from the President and CEO
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Our employees have been sharing their concerns 
about the future through dialogue— 
here is how I feel about the subject, along with 
my commitment as President

In this time of uncertainty and rapid change, predicting how events in 

the future will pan out is very difficult. We, therefore, need to engage in 

dialogue with various stakeholders regarding what kind of future we 

want to create. Applying our initiative in working toward that ideal future 

through a process of trial-and-error is also necessary. I believe dialogue 

is of utmost importance in realizing our Sustainability Vision. 

 Employees are vital stakeholders. Since I became President in April 

2020, I have engaged in an ongoing dialogue with employees in Japan 

and overseas, listening directly to their feedback.  

―As I open the conference room door, I am immediately met with 

a mixture of expressions, some showing anxiety and others 

expectation, with an indescribable tension filling the room. While 

acknowledging everyone in the room, I take my place in the circle of 

chairs, sitting on the edge of my seat. 

 We are at IHI’s Kure Aero-Engine & Turbo Machinery Works—a core 

factory in our Aero Engine, Space & Defense Business Area primarily 

manufacturing large components for aircraft engines. Plummeting 

air passenger demand due to the COVID-19 pandemic, and a steep 

decline in production form the backdrop for this day’s dialogue 

with employees.  

 “When I watch the news about conditions in the global airline 

industry, I feel a sense of crisis about the Company.”

 “Demand for civil aero engine parts has fallen because of the 

pandemic. When do you think it might recover?”

 “Right now, we’ve lowered our headcount to the bare minimum, 

but I don’t know if we’ll be able to immediately restore operations 

when demand picks back up.”  

 As I listened to the employees, I was filled with a renewed determination 

not to allow this sense of crisis to become merely a point of anxiety, but to 

turn it into a force for transforming our business and our corporate culture. 
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The prolonged COVID-19 pandemic is taking its toll on the IHI Group’s 

businesses. None have been impacted more than the Civil Aero Engines 

Business. In fiscal 2020, air passenger demand fell sharply as there was 

no relaxation of entry restrictions in most countries. Since the start of 

fiscal 2021, vaccinations have progressed and constraints on economic 

activity are gradually being lifted. Nevertheless, partly because of the 

spread of new virus variants, recovery of passenger demand is expected 

to take some time. 

 Another trend significantly impacting our business is the growing 

demand for decarbonization, including the Japanese government’s 2050 

Carbon-Neutral Declaration. New construction of large coal-fired power 

plants has been frozen in various parts of the world, and we are facing 

headwinds that include a rapid deterioration in the operating environment 

of the Boilers Business. 

In lifecycle businesses, we support the optimal operation of products after 

delivery. We assess the operating condition of these products in real time 

Changing mindsets—creating opportunities to 
understand the importance of lifecycle businesses

 In response to major changes in the market environment caused by the 

COVID-19 pandemic, the move toward decarbonization and other factors, 

we formulated “Project Change.” “Project Change” focuses on reforming 

our businesses to adapt to changes in the operating environment and is 

currently being put into action. Its main objective is to further strengthen 

our earnings foundations and expand lifecycle businesses to generate 

cash. This will be utilized to create new technologies and business 

models in three growth businesses. 

and identify signs of failure in order to optimize our maintenance services. 

Lifecycle businesses are key to raising our business profitability; however, 

because the perception that “maintenance and after-sales service merely 

play a supporting role” was firmly rooted in every division, changing that 

mindset was not easy. When I was working in the Resources, Energy & 

Environment Business Area, I thought, in order to shift this particular 

“Project Change” for adaptation to 
external change and sustainable growth
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mindset, opportunities need to be created for people to better understand 

the genuine importance of lifecycle businesses. Thus, I decided to send the 

key person for boiler design to the site of a customer in Australia. 

 Renewable energy is already becoming mainstream in Australia, where 

environmental awareness is high. Even so, coal-fired power generation 

plays a role as a regulating power source that compensates for the unstable 

output of renewable energy, thus a low-load operation of around 15% to 

20% will still be required. For that reason, it is vital to extend the lives of 

facilities so that they can remain in service into the future. Seeing this 

reality with his own eyes caused a shift in his mindset. When he returned 

to Japan, I assigned him to the maintenance unit, and by shifting other 

personnel there, the emphasis on new construction was replaced with a 

focus on lifecycle businesses.

Businesses to resolve social issues  
and drive sustainable growth

The IHI Group’s management strategy, which is to develop technologies to 

create growth businesses, requires a top-down approach. Accordingly, in 

April 2021 we established the Corporate Strategy Headquarters, under the 

direct control of the President. This organization is aimed at carrying out 

technological development as a Group-wide effort that goes beyond 

existing businesses. The Headquarters will formulate a growth vision and 

development plan to be executed by Technology & Intelligence Integration, 

business areas and business units, thereby concentrating management 

resources and boosting development speed to create growth businesses.

 In “Project Change,” we considered the infrastructure necessary for 

“a world where nature and technology work in unity” and redefined 

our growth businesses with a focus on resolving social issues. The three 

growth businesses we identified are air transportation systems that are 

safe, comfortable, economical and eco-friendly; carbon solutions that 

enable carbon-free, circular economies and comfortable and secure 

decentralized communities; and maintenance and disaster prevention and 

mitigation through development of robust, economic and eco-friendly 

social infrastructure. 

 To achieve sustainable, mutual growth for the IHI Group and society, 

each of our businesses must aim to become carbon-neutral. In addition to 

thinking of measures by working backwards from the end goal of Japan's 

2050 Carbon-Neutral Declaration, we need to steadily carry out initiatives for 

the transition to carbon neutrality. Even if there is an abrupt change in 

society’s demands, its mechanisms do not change so quickly. It goes without 

saying that technology is the only path to achieving high efficiency, improving 

operation, and reducing CO2 emissions while utilizing existing infrastructure. 

 The IHI Group is focusing on the use of ammonia as a fuel. In this field, 

we will gradually reduce CO2 emissions while demonstrating ammonia 

co-firing in existing thermal power plants. Our goal is to “pursue thermal 

power that does not emit CO2 during power generation,” using ammonia-

exclusive firing. 
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To become a change-resilient company, we need agile employees who are 

highly responsive and adaptable to change. In the past, we have tended to 

keep our employees in the same division and rarely sent them to other 

units. This practice was suitable for cultivating specialists in a particular 

field, but at the same time deprived them of growth opportunities. In this 

era of change, we need to broaden the definition of diversity to include not 

only attributes such as gender and nationality, but also diversity of skills and 

tasks. That does not mean we can move people around haphazardly; it will 

be key to base moves on the career plans of each individual in a way that 

aligns their requests with the Company’s direction.

 We often hear the phrase, “work-life balance.” However, in my view, work 

is nothing other than a part of life. Other aspects of a person’s life might 

include volunteer activities and self-improvement, as well as nursing care 

and childcare. Can people really concentrate on work if they cannot fully 

participate in any of those other areas? By thinking of work as just one part 

of life, we can change work practices to fit an individual’s circumstances. 

This may not be easy, but it is an area that I want to give extra attention to. 

 The dramatically changing work practices brought about by the COVID-19 

pandemic will be made even more flexible through reforms spearheaded by 

the newly launched Smart Work Empowerment Division. In addition to 

establishment of remote work that is dependent on neither proximity nor 

location, and expanded use of electronic approval, various measures, such 

as the introduction of a common Group platform to automate business 

processes and work, are being taken. 

Governance is the foundation for business activities—a company that 

ignores governance, in any way, cannot grow. 

 At the IHI Group, to make sure we do not forget the lessons from 

inadequate inspection practices that came to light in the past, we 

established “Compliance Day” on May 10, the date we submitted a 

corrective action report regarding the Civil Aero Engine Maintenance 

Business to the Ministry of Land, Infrastructure, Transport and Tourism. 

On this day, I sent out a message to all employees, and each workplace 

Integrity in corporate governance  
leads to better performance

conducted dialogue activities regarding the topic of compliance. I believe 

that fostering workplaces where employees can speak up if they feel 

uncomfortable about something will lead to the creation of a corporate 

climate that precludes compliance issues. 

 For risks involved in project execution, we were able to dramatically 

reduce major downside risk by strengthening our cost estimation system. 

Since we expect projects in new fields to increase with “Project Change,” 

striking the right balance between risk and reward will be crucial. We will 

conduct multifaceted assessments from the project evaluation stage and 

implement measures to deal with risks. This will ultimately lead to the 

creation of growth businesses. 

Creating workplace environments  
where every employee can thrive
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Ongoing dialogue with employees, 
its significance, and our vision

 “I want to conduct a review of manufacturing processes that 

I couldn’t do before because I was so busy,” says a junior staff 

member, turning the negative into positive with a shift in thinking. 

 “In times like this, it makes me want to talk about growth and the 

future,” expresses a veteran foreman, bashfully opening up about 

his dreams.

 Over the course of this dialogue, I am filled with confidence that 

our company has what it takes to tackle and overcome changes.  

 No single company can possibly change the world to achieve social 

sustainability alone. Doing so requires partnerships on a global scale. It is 

my job to maintain dialogue with all our stakeholders and follow through to 

the end to meet their expectations. This is the path to achieving social 

sustainability. This is our “Sustainability Vision.” 

 I hope to receive your candid comments about any issues or problems 

you are facing, along with expectations for our future. 

―On hearing comments from employees feeling anxiety about 

their own jobs and the future of the company, I honestly share my 

own thoughts on the IHI Group’s vision of the future. As we share 

our thoughts and opinions, facial expressions gradually relax, and the 

general outlook becomes more positive. 
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We continue to grow as a Group 
while contributing to social 
sustainability by addressing 
the social issues of each era.

To realize its future aspiration of creating a world where nature and 

technology work in unity, the IHI Group is implementing various 

reforms under “Project Change,” which will conclude in fiscal 2022. 

Management 
Philosophy

Overcome operating environment changes

Financial strategies

Value Creation Process

”Project  Change”

IHI Group’s Key 
Assets

Business model  
transformation

Transform to 
create new value
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Technology

Operating 
Environment Changes

COVID-19

Transition away from CO2 
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Rapid spread of  
digital technology

Increasingly frequent and 
severe natural disasters
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Growth Businesses 
Addressing  

Social Issues 

Businesses  
Supporting 

Infrastructure

Contribute toe to  
achievement of the SDGse SDGs

Resources, Energy 
& Environment

Social Infrastructure 
& Offshore Facilities

Industrial Systems 
& General-Purpose 

Machinery

Aero Engine, 
Space & Defense

Create a world  
where nature and 
technology work 

in unity

Realizing a
Carbon-Free Society

Disaster Prevention
and Risk Reduction

Creating Prosperity
in Daily Life

Air transportation systems that 
are safe, comfortable, 

economical and eco-friendly

Maintenance and disaster prevention 
and mitigation through development 

of robust, economic and 
eco-friendly social infrastructure

”Project  Change”

Our Future Aspiration

Realize  
social 

sustainability

Carbon solutions that lead to 
carbon-free, circular economies 
and secure and decentralized 

communities

Value for Society
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In November 2020, the IHI Group formulated and began implementing “Project Change.” The three years of 
this new initiative (until fiscal 2022) are positioned as a preparation and transition phase for business reform 
in response to environmental changes. The plan will also retain the basic concept of our previous medium-
term management plan, Group Management Policies 2019. Under “Project Change,” we aim to swiftly 
return to a growth trajectory by pursuing business structure reforms that will enable us to overcome 
operating environment changes, implementing financial strategies that will strengthen our earnings 
foundations, and steadily expanding lifecycle businesses. Furthermore, we are accelerating initiatives that 
will lead to the creation of growth businesses capable of contributing to social sustainability, and moving 
forward with transforming our business portfolio.

Management That Embraces ESG Values

FY2022 Management Targets (IFRS Basis)

Capital investment efficiency ROIC (after tax)1 10% or more

Profitability Operating profit margin 8% or more

Cash generation capabilities Cash conversion cycle2 80 days

1.  ROIC (after tax) = (Operating profit + Interest and dividend income) after tax ÷ (Equity 
attributable to owners of parent + Interest-bearing liabilities

2. Cash conversion cycle = Working capital ÷ Revenue × 365 days

Medium-Term Management Plan “Project Change”

Create growth businesses that address social issues

Materialize fulfilling lifestyles

Air transportation systems

Safe, comfortable, 
economical, and eco-friendly

Become carbon-free

Carbon solutions

Materialize carbon-free, 
circular economies and 
comfortable and secure 

decentralized communities

Prevent and mitigate disasters

Maintenance and disaster 
prevention and mitigation

Develop robust, 
economic and 

eco-friendly social 
infrastructure

• Further strengthen earnings 
 foundations
• Expand lifecycle businesses

Return to 
growth trajectory

• Reallocate personnel
• Pursue diversity and inclusion
• Adopt new work practices

• Reinforce cash generation capabilities
• Allocate funds optimally
• Build solid financial position

Financial strategies

Overcome operating 
environment changes 
to drive value creation

“Project Change” Positioning

“Project Change” Emphases

Preparation and transition 
period for business reform 

in response to 
environmental changes

“Project Change” FY2020–2022

Complete business portfolio 
optimization, becoming a company 

with multiple core businesses

Accelerate our transformation into 
a company that creates new value

Next medium-term management planGroup Management Policies 2019 Sustainable growthFY2023–2025FY2019–2021

Relentlessly explore new 
opportunities for businesses 

that can resolve social issuesTransform
Retain basic concept

COVID- 
19

Value Creation Story
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Return to Growth Trajectory

Overcome Operating Environment Changes

Creation of Growth Businesses

Situation Evaluation

Recognition
•  Civil aviation demand recovery delayed, decarbonization 

and electrification accelerated
•  Rapidly changing business environment and ongoing 

uncertainty about future
Results
•  Except in Aero Engine, Space & Defense, lifecycle business 

revenues and earnings up on higher operating profit
•  Established structure and framework to create growth 

businesses
Issues
•  Focus on reinforcing cash generation capabilities
•  Swiftly create growth businesses
•  Tackle risks and further business climate changes linked 

to business reforms

Progress with “Project Change”

Management Targets

■■  Summary
In the first year of “Project Change,” the COVID-19 
pandemic had a significant impact on results.
 Revenue declined 11.9% year on year to ¥1,112.9 
billion due to a significant decrease in sales of civil 
aero engines. 
 Operating profit was ¥27.9 billion, a year-on-year 
decrease of ¥19.8 billion. Lifecycle businesses 
expanded and the decline in profitability seen in the 
Resources, Energy & Environment Business Area 
up until fiscal 2019 generally ended, while reduction 
of fixed costs and other expenses and sales of real 
estate contributed to profit. However, these factors 
did not fully offset the impact of the decline in sales 
of civil aero engines and other factors. 

FY2020 Results
Revenue ¥1,112.9 billion

Operating profit ¥27.9 billion

Operating profit margin 2.5%

■ Initiatives

FY2020 FY2021 FY2022

(Billions of yen)
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0

27.9

70.0

Recover from 
pandemic

Recover from 
pandemic

Reform 
business 
structure Other

Other Operating 
profit margin 
8% or more

Strengthen 
cost 

structure

Strengthen 
cost 

structure

Expand 
lifecycle 

businesses

Expand 
lifecycle 

businesses

FY2019
(results)

FY2020
(results)

FY2021
(plan)

FY2022
(management target)

(Billions of yen) (Days)

Working capital (left)
Cash conversion cycle (right)
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110

80
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Cash generation: FY2022 management target:  
Cash conversion cycle: 80 days
•  Cut surplus inventories and more strictly manage payments and receipts 

as part of intensive efforts to cut working capital 
• Undertake reforms extending to processes and production management

Profitability: FY2022 management target:  
Operating profit margin: 8%
Strengthen cost structure, expand lifecycle businesses, and accelerate 
business structure reforms

Structural Reforms
Expand lifecycle businesses

Results Lifecycle business revenue up 13% year on year
(excluding Aero Engine, Space & Defense Business Area)

Challenges Expand across Group and deploy globally

Shift resources

Results
Made steady progress with companywide and domain-wide resource 
shifts in response to business structure changes (reallocated around 
800 employees)

Strengthen cost structure

Results Made steady progress, including to improve productivity and streamline 
business processes

Challenges Roll out successful approaches to entire Group and establish more 
efficient structure

Business structure reforms
Results Created inclusive workplaces for diverse people

Progress in Deploying Growth Businesses
 Carbon solutions

 Accelerated business development in energy field to eliminate carbon emissions
 Progressed in considering businesses to expand use of fuel ammonia
 Fully engaged in industry-academia-government partnerships

 Air transportation systems
 Made steady progress in developing technologies for aero engines and rocket systems
 Expanded into aircraft systems

 Maintenance and disaster prevention and mitigation
  Globally provided systems to optimally run social infrastructure (rivers and 

transportation) and minimize damage from increasing number and variety of 
disasters stemming from climate change

Structure for Creating Growth Businesses
  Established new organization under the direct control of the CEO for Group-wide 

optimization beyond the existing business framework 
  Strategic Technology Management Headquarters (established in April 2021)

Investment Stance
  Policy is to allocate at least 30% of investments (of around ¥380 billion total over 

three years) to creating growth businesses
 Generate cash from assets in a timely manner and divest underutilized assets 

Value Creation Story

18IHI Integrated Report 2021

Operating Profit



Investment in Growth Businesses

We expect total investment over three years to be around 
¥380 billion, and plan to allocate more than 30% of that to the 
creation of growth businesses. In addition, in order to transform 
our business portfolio, we will flexibly transfer fixed assets 
according to funding needs, among other measures.

Approx.  

¥380 billion 
over three years

Create  
growth 

businesses

Strengthen R&D and deploy inorganic measures to  
create growth businesses

• Develop hydrogen- and ammonia-related technologies
•  Develop electrification technologies, including for aero engines 

and fuel cells
•  Develop new materials and advanced manufacturing technologies, 

notably for carbon fiber reinforced plastics and ceramic 
matrix composites

•  Develop technologies related to digital transformation and 
artificial intelligence

• Invest strategically, including through acquisitions

Increase in 
greenhouse 
gases in the 
atmosphere

Rising  
temperatures

Climate  
change

More frequent 
weather-related 

disasters

Growth Businesses

Carbon solutions
Maintenance and disaster  
prevention and mitigation
Air transportation systems

Mitigation

Reduction of 
greenhouse gas 

emissions

Adaptation

Preparedness for 
the effects of 

climate change

Defining Growth Businesses

To support achievement of the U.N. Sustainable Development 
Goals (SDGs), the IHI Group seeks to help create a world 
where nature and technology work in unity.
 One important aspect of achieving social sustainability is 
action on climate change, which has a large impact on society. 
The social issues the IHI Group continues to address are 
reducing greenhouse gas emissions (decarbonization), 
preparing for increasingly frequent and severe weather-
related disasters (disaster prevention and mitigation), and 
creating prosperity in daily life. 
 We have identified business opportunities that go hand-in-
hand with addressing these social issues, and defined the 
businesses that will drive the IHI Group’s growth as carbon 
solutions; maintenance and disaster prevention and mitigation; 
and air transportation systems. 
 We will mobilize the collective strengths of the IHI Group 
to accelerate the creation of these growth businesses, and 
thereby contribute to social sustainability. 

Framework for Creating Growth Businesses 

Under “Project Change,” IHI has been examining scenarios for 
growth businesses from a long-term perspective. Going 
forward, we need to quickly establish concrete visions and 
targets for growth businesses, as well as roadmaps and 
measures for successfully establishing those growth 
businesses, and swiftly implement those measures. 
 With that in mind, in April 2021 we established the 
Corporate Strategy Headquarters under the direct supervision 
of the CEO, to oversee strategic technologies for the Group 
overall and play a central role in the creation of growth 
businesses. 

Japan

2050 Carbon Neutral Declaration

Green Growth Strategy  
industrial policy

Green Innovation Fund 
development support

Comprehensive policy on disaster 
prevention and mitigation

Overseas

Corporate Strategy Headquarters

Role
Under the IHI Group’s vision for a carbon-neutral economy by 2050 and 

a society with fewer disasters and greater prosperity in daily life, 
formulate a long-term growth strategy and roadmap, and collaborate 

internationally toward their implementation.

•  Consolidate internal technological development resources based 
on strategy

•  Swiftly materialize strategy by collaborating with partners worldwide

National strategies

Climate change measures

Low-carbon and decarbonization

Green growth

Our Approach to Creating Growth Businesses

Feature: Creation of Growth Businesses
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HIGHLIGHT

Concentrating the Group’s Resources

Our first step in creating growth businesses was to make 
subsidiary Meisei Electric Co., Ltd. a wholly owned subsidiary 
in August 2021. 
 Among growth businesses, in maintenance and disaster 
prevention and mitigation in particular, we will be able to 
better prepare for disasters by integrating our operations 
with those of Meisei’s Meteorology and Disaster Prevention 
Business. We can also expect synergistic effects including 
from Meisei’s employees with expertise in sensing, electrical 
and control technologies, as well as its technologies for 
observing natural phenomena—an area of strength. 
Moreover, we plan to create new businesses in fields 
such as space exploration. 
 By eliminating the boundaries between businesses  
and concentrating the Group's resources as a whole, we 
intend to speed up our initiatives for the creation of new 
growth businesses.

Currently, we are conducting demonstration tests to determine the applicability of weather forecasting technology in multiple 
business fields. By building a track record through such activities, we believe we will be able to effectively utilize mid- and long-range 
weather forecasts in business fields including risk management, disaster management, energy, agriculture and marine transportation. 

▶ Solutions We Aim to Create

Risk management Disaster prevention/
mitigation Natural energy Agricultural SCM* Maritime logistics

Weather risk management not 
only contributes to stable 

business operations but also 
helps protect investor assets by 
reducing business risks caused 
by weather-related disasters.

The IHI Group will provide 
disaster security in Southeast 
Asia, where more than 90% of 

the human suffering from 
weather-related disasters is 

concentrated.

Using weather forecasting to 
maximize stable supply of 
renewable energy sources 
reduces CO2 emissions and 

minimizes environmental burden.

Accurate understanding of 
weather conditions can 

lead to innovation in 
agricultural productivity.

Technological innovation 
will lead to realization of 
marine routes with high 

schedule reliability.

* SCM: Supply Chain Management

Risk
Hedge against business  
risks caused by the weather

Disaster 
prevention
Managing wind and flood 
damage to create a world 
where people can live safely

Energy
Efficient renewable energy 
supply by balancing energy 
supply and demand estimated with 
weather forecasting

Agriculture
Improvement of 
sell-sufficiency and safety 
of food in order to solve 
food shortages

Maritime 
logistics
Global logistics innovation

POTEKA®, an advanced  
community-based observation system

QCAST Series earthquake  
early warning receivers Water level gauge system

Meteorology Disaster Prevention Water Management

▶ Meisei’s Main Businesses

Meteorology and Disaster Prevention 

Space and Defense

Solar and wind power generation businessDam managementInsurance Precision agriculture Shipping

Hydroelectric powerPrediction of consumption behavior Optimal marine routesPort cargo handlingMaintenance of infrastructure Large-scale agriculture

Groundwater

Measurement device

POTEKA®

Cloud
server!

Groundwater
level forecast

Visualization via applications
and other means

Base station

(Image)

Illustration of groundwater level forecasting system

We are working to combine 
the forest management 
technology of Sumitomo 
Forestry Co., Ltd. and IHI’s 
sensing and meteorological 
big data technology to help 
prevent peat fires. 

Space-Based Approach 
to Disaster Prevention 
and Mitigation

Equipment for asteroid probe Hayabusa2
 • Near-infrared spectrometer (NIRS3)
 • Deployable camera for scientific observation (DCAM)
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▶ Optimize Renewable Energy Usage Controls

Battery Energy Storage 
System (BESS)

Water 
Electrolyzer

Hydrogen for  
Off-Site Market

Power Supply

Kogan Hydrogen Demonstration Project in Australia
▼  See the press release about the Kogan Hydrogen Demonstration Project in Australia: 

https://www.ihi.co.jp/en/all_news/2020/resources_energy_
environment/1197001_2032.html

Kogan Creek 
Power Station

Carbon Recycling
We are working on carbon dioxide capture and storage (CCS) 
and carbon dioxide capture and utilization (CCU). 

Optimal Use of Renewable Energy (Energy Management)
We are developing and operating energy management systems 
(EMS) based on local production for local consumption. These 
systems enable surplus power from renewable energy to be 
stored or converted for later use when there is increased demand, 
so that renewable energy-sourced electric power produced in 
a particular region can be fully utilized within that region. 

Energy & Carbon Neutrality

The Society of the Future

It is widely assumed that achieving carbon neutrality by 2050 
will involve transitioning to a society that primarily uses 
hydrogen, ammonia and renewable energy. 

Solutions

Use of Ammonia
Ammonia does not emit CO2 when combusted. It is suitable 
for use in existing power generation facilities and its adoption 
would lead to an immediate reduction in CO2 emissions. 
Moreover, since there are already commercial systems for 
its manufacture and distribution, we will be able to contribute 
to carbon neutrality through the establishment of an ammonia 
value chain at an early stage. 

2020 2022 2030 2040 2050

Gas

Renewables

Hydrogen

Ammonia
Biomass

Coal

Nuclear power Use as regulating power sources

Use not just as energy 
but as resources

Renewables spread will boost demand for batteries and 
energy management

Shift from new coal facilities 
construction to fuel conversion

Restart operations and complete 
reprocessing facilities

▶ Anticipated Energy Source Balance by Around 2050

Aiming for Carbon Neutrality by 2050

▶  Undertake Joint Development with Domestic and 
Overseas Companies to Swiftly Establish Ammonia 
Value Chain and Help Formulate Standards

▶  Explore High Value-Added Carbon-Derived Materials 
to follow Methane, Olefins, and E-fuel

Methane, olefin, and e-fuel conversion

CCU  
technologies

Hydrogen 
production

Chemical 
absorption

Carbon 
capture System configuration diagram

Planned project site

Carbon SolutionsFeature: Creation of Growth Businesses

Coal and ammonia co-firing 2,000 kW-class ammonia 
co-firing gas turbine

Photovoltaic (PV) Power Plant

H2 H2

H2

Fuel CellHigh-Pressure Cylinders
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Mobility & Carbon Neutrality

The Society of the Future

Countries around the world are taking up the challenge of 
achieving carbon neutrality, and in line with this, the 
automotive industry is transitioning to electric vehicles (EVs) 
and fuel cell vehicles (FCVs). In fact, the electrification of 
vehicles may happen sooner than expected. 

Solutions

Making Mobility More Efficient
As society transitions to electric vehicles, we will secure 
market share by applying our existing turbochargers in hybrid 
vehicles. We will move to commercialize technologies such 
as the electrically assisted turbocharger for premium cars and 
the electric turbocharger for fuel cell commercial vehicles, 
while keeping in mind that electrification may proceed faster 
than anticipated. 

Electrically Assisted Turbocharger (EAT)
The EAT utilizes a motor positioned between the compressor 
and the turbine. Equipped with an exhaust gas driven turbine 
and an electric motor, it can supplement power from exhaust 
gas with electric power, thus enabling air compression under 
a wide range of conditions. In addition, it enables electric-
powered acceleration at 
all speeds ranging from 
low to high as a single 
turbocharger, as well as 
electricity regeneration. 
These characteristics will 
contribute to the 
enhanced performance 
of future engine systems. 

Electric Turbocharger (ETC) for Fuel Cell Vehicles
IHI’s ETC has two main advantages. First, its use of air 
bearings realizes an oil-free design that eliminates the issue of 
fuel cell catalyst poisoning resulting from lubricating oil mist. 
Second, energy recovery from fuel cell exhaust gas by the 
turbine leads to substantial system efficiency improvement, 
which can help in the creation of a system that is more 
compact and lighter in weight.
 We are also developing fuel cell systems for use in non-
automotive applications such as aircraft. Through the 
development of these electrical products, we will contribute 
to carbon neutrality. 

▶   Vehicle Production Volume (Million vehicles)

(FY)
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IHI and Austrian company AVL List GmbH, the 
world’s largest independent company involved in the 
development, simulation and testing of powertrain 
systems, have signed a technical collaboration 
agreement for ETCs for fuel cell systems. 
 IHI’s ETC supplies oxygen (compressed air), a key 
element in fuel cell systems used in fuel cell vehicles. 
 AVL plans to equip its HyTruck* fuel cell system 
for commercial vehicles, which is currently under 
development, with the ETC that IHI is developing. IHI 
has already supplied prototypes. AVL and IHI also plan 
to cooperate on other projects. 

*  The name of AVL’s development project, which is receiving 
support from the Austrian government

▶  ETC for Fuel 
Cell Systems

HIGHLIGHT

IHI Signs Technical Collaboration Agreement 

with AVL List GmbH for ETCs for Fuel 

Cell Systems

▶  EAT for Premium Cars
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In the energy field, the use of hydrogen, which does not 
release CO2 when used to generate power, is expected to 
expand in line with efforts to achieve carbon neutrality by 
2050. Among hydrogen sources, ammonia (NH3) has gained 
attention as a promising new energy source given its high 
hydrogen content, ease of transport and storage, and 
existing infrastructure.

World’s First: 70% Liquid Ammonia Co-Firing Ratio 
Achieved Using a 2,000 kW-Class Gas Turbine
IHI has developed technology for a 2,000 kW-class gas 
turbine in which liquid ammonia is sprayed directly into the 
combustor and co-fired with natural gas. The turbine has 
achieved stable combustion with a 70% liquid ammonia 
co-firing ratio, a world first. We also succeeded in operating 
the gas turbine with 100% liquid ammonia on a limited basis. 

Note:  This development was the result of a project commissioned by the 
New Energy and Industrial Technology Development Organization 
(NEDO) to conduct research and development of a gas turbine 
system with liquid ammonia sprayed directly into the combustor.

Demonstration Project for Ammonia Co-Firing in 
a Large-Scale Commercial Coal-Fired Power Plant
IHI and JERA Co., Inc. jointly applied for and were accepted 
for participation in NEDO’s Research, Development and 
Demonstration of Technologies for Ammonia Co-Firing 
Thermal Power Generation program. In this program, IHI and 
JERA seek to generate electricity through co-firing of coal and 
ammonia in a large-scale commercial coal-fired power plant, 
and to establish ammonia co-firing technology, with the aim of 
demonstrating an ammonia co-firing rate of 20% in fiscal 2024. 

Establishment of a Carbon-Free Ammonia Value Chain
To be able to use ammonia as a fuel, a supply of clean 
ammonia in large volumes and at low cost will be needed. 
IHI is actively involved in creating a supply chain for clean 
ammonia—i.e., green ammonia and blue ammonia (see 
diagram below)—and is working toward society’s broader 
implementation of ammonia as an energy source, in order 
to contribute to a carbon-free, circular economy. 

Junpei Tsuchikawa
Sales Department, Business Promotion Department
IHI Plant Services Corporation

▶  2,000 kW-Class Gas Turbine 
Capable of Co-firing Liquid 
Ammonia and Natural Gas 
at IHI’s Yokohama Works

Ammonia ProjectSupplying Carbon-Neutral Electric Power

Previously, my main involvement was 
in sales in fossil-fuel businesses such 
as thermal power plant boilers and 
petrochemical plants. However, while 

attending a graduate school course, I talked to my work 
supervisor about writing my master’s thesis on the 
ammonia business as a new business, which led to my 
participation in the ammonia project. 
 My role in this project is to plan our partner strategy and 
develop a marketing strategy for publicizing our initiatives. 
With the push for carbon neutrality by 2050, I feel there 
has been a sudden acceleration in decarbonization-related 
initiatives in the last few years, including changes in the 
mindsets of our customers. 
 I will contribute to the launch of various new 
businesses, such as hydrogen utilization and energy 
management, while building the ammonia business into a 
business that supports IHI’s earnings. 

VOICE

1.  CCUS: Carbon dioxide 
capture, utilization  
and storage

2.  HB process: Haber-Bosch 
process; a method of 
synthesizing ammonia

3.  BTG: Boiler, turbine and 
generator

4.  GT: Gas turbine

5.  SOFC: Solid oxide fuel cell

▶  The Value of Ammonia

Ammonia production process Example applications
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Water electrolysis

NH3

HB process2

Power generation
BTG,3 GT,4 SOFC5

Heating
Industrial furnaces, 
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Cooling
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Cryogenic separation
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Reforming
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Initiatives in IHI’s Yokohama District
Gas Engine Cogeneration System Power Plant 
Reduces CO2 Emissions and Improves Disaster Resilience

In IHI’s Yokohama District, we are aiming for a 50% 
reduction in CO2 emissions by 2035. To reduce CO2 
emissions and to enhance disaster prevention in our 
business activities, we completed construction of a gas 
engine cogeneration system (CGS) power plant, which 
started operation in April 2021. 
 This power plant combines the most efficient gas engine 
in its class (a 4,000-kW engine made by IHI Power Systems 
Co., Ltd.), which uses clean city gas with a low carbon 
emission factor as fuel, and a binary generator (a 100-kW 
generator made by IHI Corporation) that uses heat from 
cooling water from the engine to generate electricity. 

Environmental Performance

This power plant is expected to reduce the CO2 emissions of 
the Yokohama District by approximately 1,400 tons per year, 
a 4% reduction from fiscal 2019. In addition, IHI will 
introduce an energy management system to further reduce 
CO2 emissions. It will track energy usage of the power plant 
and other facilities in the Yokohama District, and will use the 
accumulated data to optimize energy supply and demand. 

Disaster Resilience

In selecting the site for the power plant and in working on its 
design, we took into consideration measures to guard against 
tsunamis and gas supply disruptions. The plant has blackout 
start capability to ensure that it can generate power with the 
gas engine even if the electric power company cannot supply 
power during a disaster. 
 As a result of the disaster countermeasures we have 
introduced, the Yokohama District will be able to provide 
temporary shelter for approximately 3,800 employees and 
others who have difficulty returning home during a disaster, 
even if power supply and public transportation are disrupted. 
This is in accordance with the City of Yokohama’s basic policy 
with regard to controlling the number of people who try to 
return home at the same time, and the agreement on 
cooperation to provide facilities and other support in a disaster. 

Decarbonization and Disaster Prevention/ 
Mitigation Initiatives in Business Activities

▶  Gas Engine Cogeneration System (CGS) Power Plant

Approx. 1,400 tons per year

CO2 emissions reduction:

Approx. 3,800
Number of people that can be sheltered: 

▶  Roadmap to Reducing CO2 Emissions by 2035 in Yokohama District  (Under review in FY2021)
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Reduction Target for CO2 Emissions  
in the Aviation Industry

In the aviation industry, carbon emissions reduction to 
achieve eco-friendly air transportation is a key issue. 
 At its annual general meeting in October 2021, the 
International Air Transport Association (IATA) approved a 
resolution for the global air transport industry to achieve 
net-zero carbon emissions by 2050. 

Solutions

We will contribute to carbon emissions reduction with a multifaceted approach that includes development of composite material 
components to enable lighter aero engines, improvement of operational efficiency, and—looking ahead to future technological 
innovations—use of hydrogen fuel, development of aircraft electrification technology and other advances. 

Aiming for Safe and Clean Air Transport

2020 2050

▶  Lightweight and Highly Heat-Resistant  
Aircraft Components

▶ More Electric Architecture for Aircraft and Propulsion

Air Transportation SystemsFeature: Creation of Growth Businesses

© Airbus

© JAXA

Launch of Epsilon 
Launch Vehicle #4

Tsurugashima Works

Sustainable aviation
and hydrogen fuels

Innovate aviation
technologies

Hydrogen-fueled aircraft 

Biofuel and other sustainable aviation fuels

Engine efficiency improvements and weight reductions

Systems electrification

Developing engines for advanced fighters

Rocket lineup (H3, Epsilon S, and Space One)

New aero engine maintenance facility in Tsurugashima

Sustainable aviation
and hydrogen fuels

Innovate aviation
technologies

Hydrogen-fueled aircraft 

Biofuel and other sustainable aviation fuels

Engine efficiency improvements and weight reductions

Systems electrification

Developing engines for advanced fighters

Rocket lineup (H3, Epsilon S, and Space One)

New aero engine maintenance facility in Tsurugashima

Autonomous 
distributed 
air cooling 
system

MEA (More Electric Aircraft)

Engine-embedded electric machine

Recovery system for heat and 
energy from fuel and air 
management 

Electric fuel system MEE (More 
Electric Engine)

*  Under joint research as part of the JAXA En-Core Project (2018–2023)

Fan blades

HPT vanes*LPT vanes

Fan case

Carbon fiber reinforced  
plastics (CFRP)

Ceramic matrix
composites (CMC)

Source: Net-Zero Carbon Emissions by 2050, IATA Press Release No. 66, 
October 4, 2021

▶  Contribution to Achieving Net Zero Carbon in 2050

▶  Net Zero: Aviation Carbon Emissions to Be Abated by 2050
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Reducing carbon emissions in the aviation industry will 
require not only improvement of existing technologies, but 
development of new aircraft systems that dramatically 
improve eco-friendliness while maintaining safety and 
economic efficiency. 

Aircraft and Engine Electrification System
IHI is championing MEAAP (More Electric Architecture for 
Aircraft and Propulsion), an aero engine electrification project 
to develop technological innovations for reducing aircraft 
carbon emissions. Beyond simple electrification of 
equipment, MEAAP aims to achieve a dramatic 
improvement in fuel efficiency by optimizing all aircraft 
systems, including engines. 

Development of World’s First Electric Motor-Generator 
Suitable for Mounting in the Rear of Aircraft Jet Engines
One of the biggest technical challenges for MEAAP is 
development of a large-capacity electric motor-generator that 
can accommodate increased electrical power demand in 
future aircraft. 

 The tail cone is the optimal location for mounting the 
electric motor-generator in terms of operability and ease of 
maintenance. However, this is a harsh environment for the 
motor-generator due to factors such as vibration, impulsion 
and high temperatures, and a suitable thermal and structural 
design is not feasible without innovative technologies. 
 To overcome these challenges, IHI developed components 
such as pre-shaped and weld-jointed windings with an 
insulation coating that is heat resistant up to 300°C. Combined 
with a new cooling system based on IHI’s thermal, 
aerodynamic and structural technologies for jet engines, this 
enabled the development of an electric motor-generator that 
can be directly mounted to the engine shaft at the rear end of 
the engine. In February 2020, IHI conducted ground testing 
of power generation and achieved 250 kW-rated output. 
 IHI will continue development for the electrification of 
equipment that will be required by this technological innovation, 
and is aiming for adoption of the MEAAP concept in the 2030s. 

Note:  This development was conducted as part of the Research and 
Development Project for Advanced Aircraft Systems toward 
Practical Application supported by Japan’s New Energy and 
Industrial Technology Development Organization (NEDO). 

▶ Envisioned Electrification System of the 2030s▶ Illustration of Engine Embedded Electric Machine

Takehiro Jikumaru
Electrification Development Project 
Project Department 
Technology & Intelligence Integration
IHI Corporation

Aircraft Electrification ProjectEnhancing Eco-Friendliness While Maintaining Safety and Economic Efficiency

I am in charge of the development of new 
electric machines for More Electric 
Architecture for Aircrafts and Propulsion 
(MEAAP) which aims to optimize the total 

energy management of aircraft systems. 
 In 2020, collaborating with several domestic 
companies, we developed a 250 kW-rated electric 
machine, which can be installed within a jet engine. 
During this development, we faced many difficulties 
because this development was the world's first electric 
machine installed within a jet engine. 
 I have completed the project in collaboration with my 
colleagues. I am very proud of this achievement.

VOICE

Tail cone

Heat-resistant electric motor-generator
E3M (engine embedded electric machine)

MEE (More Electric Engine)

Fuel cell system

Air management system with 
high-efficiency heat exchanger

High-voltage 
technology for 
aircraft

High energy 
density battery

Electric fan

Electric equipment

DC power bus
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▶ Total Disaster Events by Type: 1980–1999 vs. 2000–2019 Normal 
circumstances Before disasters

Preparations

• Equipment monitoring
 ➡ Detect and 
  repair abnormalities

• Damage assessments
• Provisional restoration and
 repair enhancements

• Disaster prediction
 ➡ Operations in event of 
  disaster (warnings and 
  evacuation advisories)

• Earthquake-resistant 
 infrastructure, mass dampers
• Flood control and snow removal 
 facilities (including dams, weirs, 
 snow plows and stormwater 
 storage pipes)

Disaster prevention and 
mitigation systems

Meteorological 
information

×Environmental 
information

Public data

River monitoring

Infrastructure, water gate and 
dam monitoring

Disaster prediction

Recovery and 
restoration

Disasters Caused by Extreme Weather

The United Nations Office for Disaster Risk Reduction (UNDRR) 
reports that there were 7,348 major recorded disaster events 
related to natural phenomena from 2000 to 2019, a sharp 
increase from 4,212 over the previous 20-year period. 
 This is largely due to an increase in climate-related 
disasters, including extreme weather events: From 1980 to 
1999, there were 3,656 climate-related events, but the 
number nearly doubled to 6,681 events in the 20 years from 
2000 to 2019. The number of major floods increased from 
1,389 to 3,254, and the number of severe storms rose from 
1,457 to 2,043. 

Solutions

Prepare
The IHI Group protects the safety and security of people in 
daily life and prepares for disasters by making infrastructure 
more robust, as well as by monitoring the condition of 
infrastructure-related facilities and properly maintaining and 
managing them. 

Predict and Control
We build infrastructure systems that help minimize the damage 
from natural disasters. They are able to predict disasters 
from external data, such as meteorological information and 
sensing data, and help facilities operate optimally. 

Restore
Our products and services for assessment of damage status 
and recovering from disasters help life get back to normal in 
a short period of time. 
 The experience and know-how we have gained from our 
track record in construction and maintenance of social 
infrastructure such as bridges and water gates, combined 
with technology for observing natural phenomena, help 
minimize damage from disasters and lead to the creation of 
urban environments where people can continue to live safely 
and securely. 

Drought Earthquake Flood Landslide Storm Volcanic  
activity

WildfireMass  
movement (dry)

Extreme 
temperature

Source: Human Cost of Disasters 2000-2019 Report, UN Office for Disaster Risk Reduction

Note:   The statistics in this report come from the Emergency Events Database (EM-DAT) maintained by the Centre 
for Research on the Epidemiology of Disasters (CRED), which records disasters that have killed 10 or more 
people; affected 100 or more people; and resulted in a declaration of a state of emergency, or a call for 
international assistance. 

263 445 130 1,389 254 27 1,457 84 163

338 552 432 3,254 376 13 2,043 102 238

Creating Urban Environments Where People Can Live Safely and Securely

Maintenance and Disaster Prevention and MitigationFeature: Creation of Growth Businesses
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Yamba Dam was constructed in Agatsuma District, Gunma 
Prefecture to secure water for both mains use and industrial 
use, as well as to prevent flood damage if the Tone River 
overflows. The dam is a joint venture project comprising IHI 
Infrastructure Systems, Shimizu Corporation and Tekken 
Corporation, and was completed in June 2020. 

The Crucial Role of Yamba Dam in Preventing 
Downstream Flooding
In October 2019, during initial test filling to confirm the 
safety of the dam, Typhoon Hagibis struck. In just over a 
single day, the rain from the typhoon caused the water level 
to rise by 54 meters. Effective coordination with other dams 
in the Upper Tone River System, aided by the fortunate fact 
that the dam had barely any water stored at that time, 
prevented the river from bursting its banks downstream 
from the dam, which contributed greatly to reducing flood 
damage in the Tokyo Metropolitan Area.

Note:    Video marking the completion of the Yamba Dam: 
”Gate for our life”   
https://youtu.be/hIJ1waAE2ZM (Japanese language only)

Enabling Safe and Rapid Construction
Construction on the main body of the dam began with the 
foundation excavation in January 2015, followed by concrete 
pouring and test filling, and was completed in March 2020. 
 Using ordinary construction methods, conduit pipes for 
regulating the water volume are assembled and welded into 
place at the dam, during which concrete pouring work must 
halt. However, for this project the discharge conduits, each a 
total of 22.5 meters in length and weighing about 400 tons, 
were assembled with their installation mount prior to 
installation, thereby shortening construction time. 
 We will continue contributing to the safety and security of 
the Tokyo Metropolitan Area, and hope that the Yamba Dam 
gains the appreciation of many people. 

Yamba Dam Construction ProjectSupporting Life as a Water Source and Protecting Life from Floods

In the Yanba Dam construction project, I led 
a five-person team as the contact point for 
design work. I also participated in the 
design of the common-use flood discharge 

pipes, the discharge facilities for maintaining the water 
level, and the elevator equipment. 
 The construction method we used shortens 
construction time as the common-use flood discharge 
conduits are assembled on a temporary platform before 
being hauled into their final position. Project members 
contributed their ideas and opinions across departmental 
lines, and as a result, we were able to design a 
construction platform that offered excellent ease of 
work and safety. That aspect of the project left the 
biggest impression on me. 
 When Typhoon Hagibis approached the site during the 
test filling in October 2019, I watched the situation unfold 
from Osaka via live camera feed. The dam nearly filled 
with water in just over 24 hours, but it held up. The 
thought that the existence of this dam may have saved 
many people’s lives gives me pride in my work. 

VOICE

Toru Asano
Steel Structure Technology Office, Water Gate Design Department
IHI Infrastructure Systems Co., Ltd.

▶ Discharge Conduits for Regulating Dam Water Volume

▶ Full View of the Yamba Dam
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Financial Strategies

The basic policy of the IHI Group’s financial strategies is to 
maintain a sound financial position while making investments 
for sustainable growth through optimal allocation of funds, 
leading to enhanced corporate value.
 Under “Project Change,” we have set management 
targets for fiscal 2022, as shown in the table below. We are 
working to increase management efficiency by improving 
profitability and reinforcing cash generation capabilities. 
In order to maintain financial soundness while making 
investments for sustainable growth under the basic policy, 
it is clear that we should use cash generated from business 
activities as a source of funds. For this reason, we have made 
reinforcing cash generation capabilities a top priority, and are 
implementing reforms that extend to our business models 
and operational processes.

Although there were still some issues to be 
resolved in the first year of “Project Change,” 
we will promote a shift to business operations 
focused on cash generation.

Operating cash flows
In fiscal 2020, although we made steady progress in reducing 
working capital, the impact of the COVID-19 pandemic caused 
a significant temporary increase in inventories in the Civil Aero 
Engines Business. As a result, the cash conversion cycle 
(CCC) deteriorated to 124 days.
 Going forward, we aim to significantly reduce the large 
working capital balance of the Civil Aero Engines Business by 
the end of fiscal 2022 by optimizing production lead time and 
achieving just-in-time procurement of parts and materials.

We will reinforce cash generation capabilities 
by improving the cash conversion cycle.

1.  ROIC (after-tax) = (Operating profit + 
Interest and dividend income) after 
tax ÷ (Equity attributable to owners of 
parent + Interest-bearing liabilities)

2.  Cash conversion cycle = Working 
capital ÷ Revenue × 365 days

▶ Management Targets

Indicator Target

Management 
efficiency ROIC (after-tax)1 10% or 

more

Cash generation 
capabilities

Cash conversion 
cycle2 80 days

Profitability Operating profit 
margin

8% or 
more

Reinforce cash generation capabilities

Operating 
cash flows

Transform 
business model to 

generate cash

•  Systematically control production through a proactive 
proposal-based business approach

•  Optimize inventory levels by enhancing sales forecast 
precision based on data

Match business 
processes to  

demand and supply 
fluctuations

•  Constantly track overall supply chain and project operating 
environment changes

•  Shorten lead and cycle times and swiftly and flexibly respond 
to demand fluctuations

Investment 
cash flows

Optimize  
asset portfolio

•  Produce cash in timely manner from asset portfolio and divest 
unutilized assets

• Concentrate investments based on business portfolio

Financial 
soundness

•  Secure sound financial position commensurate with being a company that 
supports infrastructure development

•  A robust financial position that can withstand short-term results fluctuations 
from changes in operating environment

Fund  
allocations

• Optimally allocate funds to accelerate business portfolio transformations
•  Secure and boldly execute investment resources to swiftly create new pillars 

of revenue 

Sustainable 
growth 

investments

Takeshi Yamada
Executive Vice President 
Senior Executive Officer
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Investment cash flows
In fiscal 2020, we proceeded with sales of real estate 
holdings to secure investment resources for the creation of 
growth businesses.
 Our basic policy for the use of real estate holdings is to 
increase their value through development, generate stable 
cash in the long term through means such as leasing, and use 
the cash as investment resources for other businesses of 
focus. However currently, where cash generated from business 
activities is insufficient due to the impact of the COVID-19 
pandemic, selling assets is an option for securing funds.
 In fiscal 2021, we plan to continue to sell assets of 
approximately ¥50 billion, as we did in fiscal 2020.

 Our efforts to reinforce cash generation capabilities must be 
firmly established in our management processes, not limited 
to temporary improvements. We are very aware that cash 
generation is equivalent to business value. We will change our 
business models and business processes to promote a shift 
to business operations that are focused on cash generation.

We will achieve a balance between investments 
for sustainable growth, improvement of financial 
soundness, and sufficient shareholder returns.

The management targets set forth in “Project Change” include 
the operating profit margin as an indicator of profitability, CCC 
as an indicator of cash generation, and ROIC as an indicator of 
management efficiency. Among these, we have set a target for 
ROIC of 10% or more for fiscal 2022. Achieving this level will 
be an indication of our success in realizing a good balance 
between investments for sustainable growth, improvement of 
financial soundness, and sufficient shareholder returns, while 
taking into consideration the cost of capital.
 Unfortunately, in fiscal 2020, ROIC remained at 2.2% due 
to a significant decrease in operating profit, mainly due to the 
COVID-19 pandemic and other factors. However, the Company 
will enhance profitability and cash generation by strengthening 

its earnings foundation, expanding the lifecycle businesses, and 
improving CCC, which should lead to improved ROIC and the 
achievement of the management targets for fiscal 2022.

We will make focused investments in growth 
businesses to optimize our business portfolio.

Under “Project Change,” we plan to invest a total of 
approximately ¥380 billion over the three years from fiscal 
2020. The breakdown of this investment is as follows: ¥100 
billion for R&D, ¥200 billion for capital expenditure, and the 
rest for M&As and other investments. In addition, more than 
30% of the total investment over the three years (including 
more than 50% of the investment for R&D) will be used to 
create growth businesses.
 In fiscal 2020, we froze or reduced some of our investments 
due to the impact of the COVID-19 pandemic. Meanwhile, 
we prioritized investments related to the maintenance and 
renewal of facilities, which are important from the perspective 
of safety and quality, and the creation of growth businesses. 
In fiscal 2021 and beyond, we will continue to aggressively 
pursue investments mainly related to the creation of 
growth businesses.

We will work to return to a growth trajectory 
as soon as possible in order to resume 
dividend payments.

We will maintain our basic policy of distributing stable 
dividends, with the aim of achieving a sustainable increment 
of dividends in line with the Group’s growth. With regard to 
the actual dividends, our policy of aiming for a consolidated 
dividend payout ratio of approximately 30% remains 
unchanged, while comprehensively taking into account 
investments to increase corporate value and the enhancement 
and strengthening of equity capital. However, it is with regret 
that we have decided to forgo the year-end dividend for fiscal 
2020, in order to prioritize securing investment resources for 

the creation of growth businesses.
 In fiscal 2021, we expect the COVID-19 pandemic to 
continue to affect our business performance, mainly in the 
Civil Aero Engines Business. However, we will make every 
effort to resume regular dividend payments and plan to pay 
an annual dividend of ¥60 per share.

FY2019 FY2020 FY2021
(Forecast)

Orders received ¥1,280.0 billion ¥1,097.0 billion ¥1,160.0 billion

Revenue ¥1,263.1 billion ¥1,112.9 billion ¥1,180.0 billion

Operating profit ¥47.8 billion ¥27.9 billion ¥70.0 billion

Profit attributable 
to owners of 

parent
¥8.2 billion ¥13.0 billion ¥35.0 billion

Operating cash 
flows ¥42.4 billion ¥36.3 billion ¥60.0 billion

Investment cash 
flows ¥(85.5 billion) ¥(40.4 billion) ¥(30.0 billion)

Free cash flows ¥(43.0 billion) ¥(4.1 billion) ¥30.0 billion

Dividends per 
share

¥50
[¥30 interim; 

¥20 year-end]
¥0

¥60 
[¥30 interim; 

¥30 year-end]

ROIC 4.1% 2.2% 5.5%

Operating profit 
margin 3.8% 2.5% 5.9%

CCC 92 days 124 days 110 days

D/E ratio 2.00 times 1.85 times 1.57 times

ROE 2.8% 4.5% 11.2%

Ratio of equity 
attributable to 

owners of parent
15.0% 16.4% —

▶ Main Management Indicators (Consolidated; IFRS)

ROIC = (Operating profit + Interest and dividend income) after tax ÷ (Equity 
attributable to owners of parent + Interest-bearing liabilities)

Cash conversion cycle = Working capital ÷ Revenue × 365 days
D/E ratio = Interest-bearing liabilities ÷ Total equity
ROE = Profit attributable to owners of parent ÷ Equity attributable to 

owners of parent
Ratio of equity attributable to owners of parent = Equity attributable to 

owners of parent ÷ Total liabilities and equity

30IHI Integrated Report 2021

Value Creation Story



IHI Group Human Rights Policy

 The IHI Group formulated the IHI Group Human Rights Policy 
in December 2020 .
 Through human rights awareness activities based on 
international standards, we will fulfill our responsibility to 
respect the human rights of all by fostering a respectful 
corporate culture and promoting human rights throughout 
our business activities.

IHI Group Human Rights Policy
https://www.ihi.co.jp/en/company/policy/humanrights_policy/

Management Framework

We have established the IHI Group Human Rights Committee 
as a Group-wide committee. The Committee led by the officer 
in charge of human resources as the chairperson with 
members from the Head Office Divisions and Business Areas 
plans and deliberates important policies and promotes 
initiatives related to human rights. This body reports on 

important human rights activities at the ESG Management 
Promotion Committee as a way to consistently instill the 
importance of promoting human rights throughout the Group.

Human Rights Initiatives 

The IHI Group does everything in its power to ensure fair 
employment, fair labor practices, equal opportunities and a 
workplace free of harassment by promoting and respecting 
diversity and individuality.

 Collaborative human rights measures with our business 
partners are preventing any human rights violations throughout 
all of our business activities, not just in the IHI Group but 
throughout the entire supply chain.
 We monitor human rights initiatives on a daily basis  
and continually improve these measures through regular 
verifications.

▶ Human Rights Awareness Promotion Framework

Chief Executive Officer (CEO)

Management Committee

ESG Management Promotion Committee

IHI Group Human Rights Committee

Head Office Divisions Business Areas

Training and Education

Harassment-free WorkplaceFair Labor Practices

Prohibition of Discrimination

Health and Safety

Fair EmploymentEqual Opportunities

Diversity Promotion
Respect of Diversity and Individuality

Dialogue and 
Information 
Disclosure

Employee-awareness
Surveys

Internal Reporting
System

Consultation Services

Daily Internal Monitoring 
and Improvement Efforts

* We will develop a structure to understand and assess human rights risks and to evaluate and improve the effectiveness of our commitment.

Integrated Report External Website

Support and Respect for International Human Rights Standards

Business Partner
Surveys and

Improvement Efforts

Human Rights
Due Diligence*

Initiatives

Verifications and
Improvements

Local Community
Activities

Prohibition of
Discriminatory Actions

Respect of Labor Rights

Promotion of
CSR Procurement

(IHI Group Procurement Policy)
Human Rights Measures
with Business Partners

Occupational Health and
Safety Measures

Basic Code of
Conduct for the IHI Group

IHI Group Human Rights Policy

360-degree Evaluations

Sustainability
Data Book

P

D

C

A

Human Rights and Human Resource Management

Human Rights

▶ Human Rights Initiatives (Overall)
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Basic Concept of Human Resource Management 
for Employee Success 

The IHI Group recruits and trains human resources as the 
most vital management resource. Our management 
philosophy ensures that we contribute to the development of 
society through technology and states that human resources 
are our single most valuable asset. We strive to realize a 
healthy, safe, work-friendly environment where everyone 
respects one another and prospers.
 We formulated the Group Human Resource Management 
Policy in the belief that we must unify common values among 
all employees in order to reform corporate culture as well as 
build workplaces and systems that empower people to reach 
their full potential. This management policy expands various 
recruitment, assignment, development, and evaluation 
measures, and defines our “ideal human resources.”

Human Resource Development to Support 
Business Reforms and New Work Practices

“Project Change” is positioned as a preparation and transition 
phase for business reform in response to environmental 
changes. As such, one of its emphases is to pursue business 
structure reforms that will enable us to overcome operating 
environment changes. To this end, we are promoting the 
optimal allocation of human resources, pursuing diversity and 
inclusion in the workplace, and adopting new work practices.

Revisions to the Human Resource System
In October 2020, the IHI Group revised the Human Resource 
System to not only mobilize Group human resources but also 
ensure proper treatment and Group-wide promotions of 
outstanding employees which puts the right person in the 
right job.
 The revised system adopts common Group-wide criteria 
set according to the role and responsibility of each position 
and standardizes the evaluation and compensation system 
throughout the IHI Group to flexibly deploy human resources.

Diversity and Inclusion
The IHI Group advocates diversity as an important keyword in 
the Group Human Resource Management Policy and actively 
promotes diversity as part of its management strategy.
 A workplace where people with diverse backgrounds and 
values can reach their full potential cultivates an organizational 
climate that embodies broad views and brings about innovation 
and creation. More specifically, we are spearheading efforts to 
empower women as senior management candidates while 
leveraging the broad perspectives and ideas of young up-and-
coming staff.
 The IHI Group has always promoted the active participation 
of women, foreign nationals, people with disabilities, and 
employees past retirement age. We are further advocating 
diversity, from supporting work-life balance for employees raising 
children or taking care of sick family members, to ensuring the 
active participation of LGBTQIA+ minorities. We also help 
encourage opportunities both inside and outside of the company 
as a way to provide broader experiences and open minds.

▶ Ideal Human Resources

▶  Initiatives to Overcome Operating Environment 
Changes (Planned and Under Way)

Integrity and Trust

People who earn trust by fulfilling job responsibilities, and 
by conducting themselves according to higher standards in 
addition to norms and rules, alongside three principles: 
genba, genbutsu, genjitsu.*

For Customers  
and Society

People who through their work are able to bring prosperity, 
safety, and security to our clients, society, the Earth, and 
humankind, and at the same time endeavor to contribute to 
continuing this development.

Innovation
and Creation

People who can think on their own to identify, take on 
and overcome issues for the purpose of creating new 
value through the use of new technical skills, technologies 
and ideas.

Teamwork

People who can collaborate with diverse stakeholders and at 
the same time make maximal use of their abilities to fulfill the 
shared Management Philosophy, Group Vision, and objectives, 
both as a team and as members of the IHI Group.

World-class
Professional

People who not only have world-class capabilities in their 
fields of responsibility, but can practically apply their 
abilities to produce results and continuously strive for 
further growth.

Allocate human resources flexibly and 
optimally in line with business portfolio
•  Prioritize allocations for lifecycle businesses, digital 

transformation, and other areas

Strategic  
alignment

Respond to  
operating  

environment  
changes

Create work 
environments 

in which 
employees can 

flourish

Motivate employees
•  Unlock potential through exchanges of diverse personnel 

across internal and external boundaries
•  Provide opportunities to tackle challenges and learn
•  Offer programs that enable employees to design their careers

Attract professionals
•  Clarify duties and posts requiring advanced expertise
•  Cultivate change drivers
•  Recruit external professionals

Hybrid teleworking and office work setup
•  Reform business processes to create more flexible work 

environments
•  Cultivate work environments that enhance team communication

Shift Resources

Have progressed steadily with companywide and domain-wide 
resource shifts in response to business structure changes

 • Reallocate personnel
  •   Focusing away from manufacturing toward solutions
  • Revisions to the human resource treatment policy

Create Positive Workplaces

Created inclusive workplaces for diverse people
 • Employ diverse people
  Integrate differing values, experience, and expertise
  •  Support the success of people with a diversity of attributes 

and experience
  • Second jobs and internal side jobs
 • Use new work practices
   Smart Work Empowerment Division spearheading business reforms
  •  Create work environments that are free of distance and 

fixed-hour restraints through teleworking becoming the norm
  •  Automate processes

Human Resource Management

*  The real place, the real thing and the real situation. This includes seeing, 
hearing and feeling for oneself, being proactive, and visiting customers 
and work sites.
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Diversity and Inclusion (Human Resource Development)
The IHI Group places cultivating ideal human resource 
attributes as the pillar of human resource development and 
lays out educational systems, curriculum and training plans 
for individuals in each department.

Career Development Program (CDP)
The IHI Group has introduced a Career Development 
Program (CDP) in fiscal 2019 as a training system tailored to 
the career of each employee. Consultation with a superior 
based on individual employee’s career plan is held to discuss 
what challenges and training each employee must undertake 
to achieve their career plan.

 Though this initiative, we are supporting each employee to 
be able to independently think about their career plan as well 
as offer opportunities to grow through work and training so 
that they can continue their growth.
 
Human Resource Development Program
The IHI Group has been revising its human resource 
development programs during fiscal 2021. Our aim is a 
workplace where everyone can reach their full potential. That 
is why we migrated our educational programs from 
conventional education emphasizing training by level and 
position to one more focused on career development 
support programs and voluntary/independent selective 

training which helps to accelerate growth and foster ongoing 
learning. An environment of ongoing independent learning 
helps expand the potential for everyone to fully participate.
 • Career Design Seminars
We hold Career Design Seminars tailored to each career 
stage to help our employees consider and execute their 
plans for developing the skills necessary. We also strive to 
provide career management training to supervisors.
• Self-selective Training
The IHI Group put together full-fledge self-selective training 
in fiscal 2021 as a framework for each employee to choose 
and learn various subjects anytime anywhere according to 
their career plan.

Accelerating Growth 
Heightening Motivation 
and Satisfaction
Coaching to Accelerate 
Individual Growth 
(Supervisor Support)

Considering an 
Independent  
Career Plan
Support of Career 
Development and 
Changes

Bringing Out the Skills 
and Growth of Each 
Person
Opportunities to Gain 
Diverse Experiences and 
Learn Broad Viewpoints

Discovery and  
Ongoing Learning
Education According to 
Development Goals

CDP

   Job Opportu
nit

ies

Training

▶ Career Development Program (CDP)

▶ Self-selective Training

Selective training 
(IHI-University)

Technical skills  
(Approx. 200 courses)

Business skills  
(Approx. 70 courses)

Communication skills 
(Approx. 20 courses)

Mind  
(Approx. 30 courses)

Physics/Chemistry, Materials/Structures, 
Heat/Fluids/Combustion, Turbo Systems/ 

Mechanical Elements/Vibrations, 
Production Processes, Control/Sensing, 

Project Management, Intellectual 
Property, Sales, Procurement

Management Policy, Sustainability/ESG, 
Quality/Compliance, DX, Design 

Thinking, Business Models, Marketing, 
Problem Solving/PDCA, Finance/

Accounting, Engineering and 
Manufacturing Company Basics, 

Management

Business Communication,  
Team Building, Coaching

Philosophy, Leadership, 
Motivation, Diversity

▶ Career Development Support Program

Career Design Seminars

Individuals

Supervisors Career Management Training (Understanding Career Theories, Enhancing Coaching Skills)

Career Design Guide to Create a Future Career Design

Career Stage

Career
Start Seminar

Must-Can-Will
Career Planning  

Seminar

Leader Career
Development  

Seminar

Work-Life
Balance Planning

Seminar

Career Design Seminar
ACTIVE NEXT

Ca
re

er
 Development

    
an

d C
hanges

        Interview Coaching
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Providing Opportunities to Gain Diverse Experience
The IHI Group continually enhances the workplace to ensure 
human resources with diverse backgrounds, experience and 
views have a means to fully leverage their skills. We offer 
programs to nurture broader experiences and open minds as 
well as a wide range of opportunities.

Creating New  Work Practices
In April 2021, we established the Smart Work Empowerment Division. The mission of the Smart Work Empowerment Division is 
to promote new work practices (“smart work”) in the IHI Group that will ensure the motivation of all employees, with the goals 
of achieving growth for IHI and enriching the lives and growth of individuals.

▶ Aims, Mission and Activities of the Smart Work Empowerment Division

• Employees are able to concentrate on 
 work that creates value for customers and
 society, and in terms of personal growth
 and job satisfaction

• Operations that do not generate value
 are thoroughly streamlined through
 automation and labor-saving measures

• Use of digital technology enables smart
 and agile working practices

Smart Work

Mission

The Smart Work Empowerment Division 
will lead transformation

To create new work practices in 
the IHI Group (smart work) that ensure 

the motivation of all employees

Examples of Activities

• Collecting and implementing employee 
suggestions for process improvements 
(ICT-based automation and labor-saving 
measures for manual form replication 
and registration tasks)

• Sharing and usage of information that 
transcends organizational and distance 
barriers through the use of ICT 

• Fostering a flat organizational culture by 
discontinuing the use of job position 
abbreviations alongside names

Aims

Sustainable growth
Becoming an IHI Group that continuously 
explores new growth opportunities and 

generates innovation

The IHI Group will continue to grow and contribute 
to the development of society

Employees can experience a richer life and growth 
as individuals

Organization

Individuals

Established as corporate culture

Recruitment

Recruitment of human resources based on business and 
technological strategies

 •  Strategic mix of new graduate and mid-career recruitment
 •  Promotion of year-round recruitment and global recruitment
 • Multi-channels of recruitment

Transfer

Opportunities to acquire a variety of experiences and 
differing viewpoints

 • Cross-section transfer
 •  Dispatching employees to partner companies, government 

agencies and startups
 •  Participation in joint development and other initiatives with 

universities, research institutes and other companies
 •  In-house recruitment

Systems

Leveraging diverse viewpoints and ideas in management

 •  Support for secondary employment (second job system)
 •  System to support concurrent positions inside IHI 

This system allows employees to devote 5–20% of their 
working hours to other departments or to performing tasks 
of their own initiative.
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