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A Soci%0tig a sustainable, human-centered society in

which the physical and cyber worlds are highly integrated by

digital transformation, no one is left behind, and everyone

works together to create safe and comfortable lives and new

growth opportunities. o

Purpose

We are faced with a time of great

change, as exemplified by the

development of digital transformation

(DX), changes in the socioeconomic

structure, an increasing sense of crisis
regarding global environmental issues,

and changes in peopl eds

To seize these changes as an
opportunity to achieve medium - to long-

term economic growth and build a

sustainable, human -centered society,
t he realizati on of

SDG& & concept originating in
Japani holds the key.

Therefore, we conducted joint
research toward the realization of
Society 5.0 for SDGs with three parties
representing the Japanese business
community, academia, and investors,
namely Keidanren, the University of
Tokyo, and the GPIF.

In the joint research, a series of
discussions have been held with the
shared recognition of the importance of
stable medium - to long -term funding for

hY

(From the analysis results of this report)

companies, universities, and start -ups
promoting problem -solving innovation
for the realization of Society 5.0 for
SDGs.

Accordingly, we have set an aim of
mIreallz % Somety 5.0 and achieving
SDGs by |dent|fy|ng the trend of now
globally expanding ESG investment,

further evolving it, and connecting it to
the promotion of investment in pro blem-

solving innovation. We then examined

0 S o0 ¢ meadungs to &chieVe thef amme

Specifically, we established four
themes to promote investment in
problem -solving innovation, and
conducted research on specific
initiatives of each player.

At the end, through these di scussions,
we present a future action plan of the
three parties for the realization of
0Society 5.0 for SDGs.
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Overview

Chapter 1: Background of the Study

A Society 5.0 for SDGs is a concept that transforms four megatrends into opportunities for
economic growth and problem -solving.

A In order to achieve this, it is essential that medium - to long-term stable funding be channeled to
a variety of players promoting problem -solving innovation, such as companies and universities,
and that the innovation ecosystem itself evolves autonomously.

A Therefore , we identify the trend of now globally expanding ESG investment and further evolve
it to accelerate investmentin problem -solving innovation, in order to achieve the realization of
Society 5.0 and the swift and reliable achievement of SDGs.

Chapter 2: Current Status of the Chapter 3: Economic and Social Impacts
Understanding of Society 5.0 and
Measures to Improve It

Explore the current state of Estimate the economic and social

Purpose understanding of Society 5.0 and Purpose impacts of Society 5.0 and clarify
consider measures to improve it its benefits

\EiRaele[e)[6]e)A Estimation by Nomura (2020)

A Questionnaire survey on
companies and investors A Presentation of growth

opportunitiesinkey industrial

Methodology A Same survey + natural S

language processing

Industrial sector

opportunities

A Discussion among the three (excerpt) (2030)

parties, etc. Next-generation .
healthcare '

Digitization of 285
A Society 5.0 is less manufacturing :

recognized than ESG/SDGs Smart mobility 21.3

A Incorporating Society 5.0 Smart living 16.9

’ Next-generation
into ESG investment will Result Smeray 19.3

have a variety of benefits,
including higher returns
and a broader scope for
problem-solving

A Estimated that if all
technologies are implemented
in society, a growth opportunity
of 250 trillion yen (nominal
GDP: 900 trillion yen) would be
created inthe economy as a
whole

A Cumulative investment needed
torealize Society 5.0 is 844
trillion yen over 15 years

foi ¢t

(Mainly focusing on the negative impacts on Investors
society and risk reduction)x

SRI

(Mainly focusing on compliance *Nomura (2020): A report dtdreatingFdturd Soci ¢
withethicalstandards) Economic Assessmentso by Koji Nomura,

Public PolicyInstitute and Professor, Keio University
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Companies, universities, etc.

promot

Socile

Chapter 4: Direction of Information
Disclosure by Companies

ing Society 5.0

Promoting Society 5.0

Purpose

Methodology

Explore the direction of
information disclosure by
companies addressing Society 5.0

A Questionnaire survey on
companies and investors +

natural language processing

(1) Collectlong -term visions
and other information from
companies, and (2) collect
investor evaluations of them.

(1) and (2) are processed in
natural language to extract the
contents of long -term vision, etc.
and expression methods
required by investors .

Smart life, population structure,
climate change, etc. ranked high
as megatrends to be captured

DEVELOPMENT

5“ l"fﬂ"'A L S
o

ty 5.0

Mainly focusing on the positive
impact on society and the medium-
to long-term growth of companies

/

Chapter 5: Improvement of the Investment
Environment

Purpose

Methodology

Result

Purpose Explore concrete
recommendations to improve
the investment environment to
realize Society 5.0

A

Discussion among the three
parties, etc.

Examples of initiatives to
improve the investment
environment

Role of each player

Fundraisers : Inclusion of
Society 5.0 in the integrated
report and other publications,
promotion of the formation of
projects, etc.

Concrete recommendations for
the promotion of investment
in universities and start -ups

Universities : Identification of

A 3elements of the long -term key technologies contributing
vision of highly rated companies to Society 5.0, etc.
Result (1) Businessdevelopment A Proposed recommendations of
based on people investment methods for
(2) Solving global issues Society 5.0
(3) Creation of new markets A Megatrend indices, integrated

Action Plan

management of DX and ESG
indices, etc.

A The three parties of Keidanren, the University of Tokyo, and the GPIF manifest their commitment to

3t 5. 0 fSegietgmpfor SDGs, and as concrete measures for its realization, they will foster the formation of
0]

y
Proj ec tprojeetd onternihd Socikefy 5.0, peeniotelenyagement, and form a social system for its realization.
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Background of the Study

Summary

We see 4 megatrends looming
currently. Going forward, Japan and
the rest of the world will undergo
major changes that are not in line
with past trends.

We need to tur n these megatrends
into opportunities for medium - to
long-term growth and for the creation
of a sustainable society.

The key to achieving this is the

that contributes to the achievement

of SDGs by investors. ESG
investment and Society 5.0 share
three common themes: forward -

looking and pursuing both economics
and sustainability. Currently the two

are not connected, but the evolution
of ESG investment (which means
that as part of ESG investment, more
companies and universities  will
invest in problem -solving innovation)

realization of 0Soci ety Iisgrtical tetrulgachiewny SGs.t

or |‘g| hating 1In Jap a,n : 0 SOT‘f‘ué815p¥erp?op09egaﬁe\§lldea:

a ogrowth st r akesetley 6 thag & her evol uti on
most of d'.g'tal transfgrmat_mn, investment and the realization of
overcomes various human limitations, Society 5.0 are critical to the swift
solv_es global  issues ~such as and reliable achievement of the
environmental problems and health, SDGs. 6 folmstrategies for the

and realizes a sustainable, human -
centered society. This will greatly
contribute to the achievement of the

SDGs advocated by the United
Nations.
On the other hand, ESG

investment is an investing method

realization are presented.

In addition, this chapter presents
the role required of various
stakeholders for realization of Society
5.0.






Chapter 1: Background of the Study (Overview)

4 megatrends

2 ¢ Changes in the lobal ..
Digital N9 . < [KATGA A\

T f f socioeconomic environmental indset

ranstormation structure Eales minasets

Background

Turn the megatrends into

opportunities

Realization of Society 5.0

+

Evolution of ESG Investment

\ o

Swift and reliable achievement of SDC

c
9
L
O
(D)
=
O

Challenge

On the other hand, investment in problersolving innovation through ESG
investment is still halfway to completion. Society 5.0 will not be realized

without investment in problemsolvinginnovation
4 strategies
A Direction of Information

A Current Status of Understanding and Disclosure (Chapter)4
Measures to Improve It (Chapter)2 A Improvement of the Investment
A Economic and Social Impacts (Chapter 3) Environment (Chapterp

Role of each stakeholder in realizing Society 5.0 for SDGs



4 Looming Megatrends

Digital

Transformation

The looming megatrends are changing society Digital transformation (DX)

drastically. Here, we introduce four major such trends. .
Digital technology has further advanced to connect

The first megatrend is the pBlfoRPte gt &f aR¥i tds9iptual al s
transfor mat ibengs)aboutwhe possibility of Internet. In addition, advances in Al technology that
new social change. can predict, analyze, and optimize information, and

Diffusion of digital devices social implementation of 5G  communication
technology that connects various technologies are

Since the 1990s, personal computers and the imminent.
Internet have rapidly spread to common households, These develowrpent in di%:tal technolo are not

and the oi n_f or mat 'on socl et Y limfed to'the stpreadco indivi u%lytec%cﬁogigs, € but
can freely access a wide range of information, has -
are expected to significantly change the appearance of

arrived. . . L7
society. This transformation is commonly referred to as
With the advent of smartphones in the mid -2000s, odigital transformation (DX).
possession \of advanced information dewce,:s changed\ Digitalt r ansfor mag i n.expands pe
from oone per housed to oO0one h i

er erson. o S
enables%ew things, and provides freedom

Digial New things

made it easier for people of all ages to access more
advanced information today. e TR T

Approximate amount of time it takes new products to
penetrate 50% of the U.S. population

85 years for cars, 25 years for PCs, and 10 years for ° oy o @
cell phones +

0 20 40 60 80 Abilty 1o )
obtain Blg
knowledge data
Car I——— Acquiring freedom with
I I new tools and methods
Airplane I Robotic

loT

How to determine the
value to be pursued
becomes important

Telephone I

Electricity I——
Video recorder I
Radio I
Television
PC I
Internet I
Cell phone m

Time to adopt technology (years)

Note: Adoption refers to the amount of time it takes a technology to penetrate
50% of the U.S. population.

(Source) Prepared by Keidanren Secretariat based on the United Nations
Development Programme (2015): Human Development Report



The second megatrend is the change in the
socioeconomic structure of Japan and the world.

Demographic changes (progress of low
birthrate and aging population)

Since the 1990s, Japan has experienced a rapidly
aging population with a declining birthrate and a
longer life expectancy. As a res ult, the country faces
various challenges, including a labor shortage, a
decline in the vitality of rural areas, and an increase in
social security costs.

There is also growing concern over the declining
birthrate and aging population in Europe, and in
places in Asia such as China and South Korea. For
example, according to population prospects released by
the United Nations, the working population in Europe
is expected to decline by about 50 million between
2010 and 2025.

At the same time, demand for produc ts and services
in response to the aging of society is expected to
increase, and measures to respond to the declining
birthrate and aging population are becoming a
common global issue.

Japanébs
continue to advance: in 2050

Female Male
s agex
2018 100
50
1\ . /'
1,500 1,000 500 0 0 500 1,000 1,500

2050 100

50

N 4

1,500 1,000 500 0 500 1,000 1,500

(Source) National Institute of Population and Social SecurityResearch

declining birthrate anduemdi Ng

Chapter 1 Background of the Study

Changes in the

socioeconomic

structure

Shift of the world economy to Asia and
emerging countries

The world economy is expected to shift further to
Asian and other emerging countries, and China is
expected to become an economic superpower
comparable to the United States and Europe . India
and ASEAN are also expected to grow rapidly. As a
result, demand for high -value-added products and
services will increase in Asia and emerging countries.

Changes in nominal GDP (U.S. dollar) of countries and regions

30 (trillions of dollars )

>

25
Levelling
20

15
| I I
. i [

2015 2020 2024 (year)

o

ol

B ys ¥ China ™ Europe ™ Japan India ASEAN-5
popul ation will

Concerns about low growth and prolonged
low interest rates in developed countries

Since the bursting of its economic bubble in the
1990s, Japan has experienced a prolonged period of
low growth and low interest rates, kno wn as o¢she
30 yearsG deflationary recession, or protracted
stagnation.

Furthermore, since the global financial crisis of
200762008, developed countries in Europe and
elsewhere have continued to have low growth and low
interest rates, as in Japan, and there is a concern that
these will be prolonged.



The third megatrend is global environmental issues,
for which there is a growing sense of crisis worldwide
in recent years.

Global environmental problems that
pose global risks

The Wor |l d
Report 2020 ranks global risks after 2007 in terms of
two indices, namely the probability of risk
materialization (likelihood) and the adverse impacts of
risk materialization (impact).

According to the report, environmental issues did
not rank in the top five in eit her index until 2011.
However, in 2020, environmental issues made up the
top five in terms of risk materialization probability
(likelihood) and three of the top five in terms of the
adverse impacts of risk materialization (impact).
Environmental issues as global risks have been
positioned as extremely important.

Likelihood Impact
2020
2019
2018
2017
2016
2015
204
2013
2012
2011
2010
2009
2008

2007

*  The top five issues of concern in terms of the probability of risk materialization
and the adverse impacts of risk materialization assumed by the WEF are
indicated in different colors.

*  Green indicates environmental risk, red indicates social risk, blue indicates
economic risk, purple indicates technological risk, and orange indicates
geopolitical risk.

(Source) World Economic Forum

Global

environmental

BIES

Climate change

Concerns over climate change are growing both at
home and abroad against the backdrop of factors such
as extreme weather events, including typhoon
disasters and extreme heat in recent years, and the
United Nations Climate Action Summit in September

E ¢ 0 n o ififie cGlobB/oRisk mb Son19.

Climate change is a global issue, and members of
the international community are working together to
reduce greenhouse gases under the Paris Agreement
adopted by the United Nations in 2015. The Paris
Agreement sets a goal for the second half of this
century of balancing global emissions and sinks, and
the creation of disruptive innovation driven by
business is essential to achieving this goal.

I n addition, t he mar ket
among ESG investments has expanded significantly in
recent years. According to an estimate by the
International Financ e Corporation (IFC), the amount
of green bonds (bonds specifically for environmental
projects) issued exceeded 27 trillion yen in 2019,
setting a record high.

Biodiversity and marine plastics

It is essential for human life to benefit from natural
resources, and the blessings of nature that grow in a
superior environment are sources of high added value
such as nutritious food. Maintaining biodiversity and
building a sustainable society in harmony with nature
are essential conditions for realizing a human -centered
society.

In addition to marine pollution and the impact on
the ecosystem, the issue of marine plastics, which has
attracted increasing attention in recent years, has the
potential to affect the human body through the food
chain. The formation of a circular economy is also
important from the viewpoint of realizing the healthy
life of people.



The fourth megatrend is shiftsin peopl eds
due to the emergence of new generations.

Adoption of SDGs and awareness of
sustainability

In 2015, the UN General Assembly unanimously
adopted t he 0Transforming
Agenda for Sustainabl e
hereina fter), which, based on the principle of leaving
no one behind, set 17 SDGs and 169 targets as
international common goals to be achieved by 2030.

The 2030 Agenda calls for the cooperation of
diverse stakeholders to balance and achieve
simultaneously the thr ee dimensions of the SDGs: the
economic, social, and environmental dimensions.

According to Better Business Better World by the
Business and Sustainable Development Committee, an
organi zati on composed of
community and experts, achievin g the SDGs opens up
new opportunities for companies, and the market
opportunities are estimated to be worth over 12 trillion
dollars per year in four economic systems.

Over

12 wilion

SUSTAINABLE
DEVELOPMENT

LALS

dollars per
EE

(Source) Prepared by Keidanren Secretariat based on Better
Business Better World

Major core generation changes in the
next few years

It is said that over the next 5 years, approximately
hal f of consumers and
who value not only economic growth but also
contributions t o society,

wor ker s wi | |

Chapter 1 Background of the Study

Shifts in

peopl eds

mindsets

mi gengratert who have been surrounded by digital
devices since they began to understand things.

Millennials

Millennials have spent a long time in the age of
uncertainty, beginning with the global financial crisis
oS 0T I e et e 2ol g seonomc
u%tamabllltﬁy of s%mety as a wh%egJ ﬁor(ﬁis reason,
they consider environmentally and socially conscious
products and services as elements of high added value.

In addition, they are highly interested in
oOexperiential consumptiono
the functional aspects of products and services but also
the experience gained through them.

Digital Native generation

The Digital Native generation have been enjoying
t theenew beonefits af e rapidly apseading laternet and
digital devices since the late 1990s, as soon as they
began understanding things.

This generation aim to do more efficient activities
and create smooth h uman relationships with the use of
digital devices. They are also said to have the
characteristic of not being bound by conventional
customs, and acting based on their own values and
ways of thinking.

When using an approach with conventional ideas, it
is difficult to gain response from these generations
who have such new modes of behavior and values;
companies, universities, investors, and others are
required to flexibly change their ways of thinking.

be omill enni al sbé

and t he oDigital Nativebod

9
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Realization of Society 5.0 for SDGs

in the 4 Megatrends Holds the Key

Digital _ Changes_ln the
socioeconomic structure

Transformatioh

Global environmental
Issues

Soclety 5.0 for SDGs

Society 5.0 turns the megatrends into opportunities

The above four megatrends, namely the development of digital transformation (DX), changes
in the socioeconomic structure, increasing sense of crisis regarding global environmental issues,
and shiftsinpeopl eds mindsets, will cause major changes overt

Depending on our efforts, we may be at risk of creating new, more complex challenges.

However, the 0Society 5.0 for SDGsé concept origina
views such changes and challenges as opportunities, connects them to medium - to long-term
growth, and leads to the solution to global challenges.

10



Chapter 1 Background of the Study

Society 5.0 for SDGs

Society 5.0

0 a Creative Society

What is Society 5.07 Utilizing technology and industry to

create a human-centered society
Society 5.0 is the concept of the fifth future society,

following the hunting society, agricultural society, The difference between Society 5.0 and the fourth
industrial society, and information society. Industrial Revolution, such e
) ) lies in that the goal of the latter is to pursue

I'n Japands fi f tchnolchyBasimPtae, a n@chnbiBgical and industrial transformation, while the
Society 5.0 was defined as afufedpuRied hunfafRar phiness Arfd thé Buitdifig of an
which cyberspace and physical space (real space) are better society based on such transformation.
highly integrated by utilizing rapidly developing

digital technology. In the fourth Industrial Revolution, which aims to
) ) transform  technology =~ and industry, innovative
Society 5.0 is a ACr e atechndbdeswibbe iftrddueed info Mdustry to achieve

In its pr olyb&&d-c roeSotciireg t he mere, etfflﬁlent and smarter production. But as a result,

(ot he Society 5 0 Comprehen b |t Gan, have awegatlve npnoact%ﬁge[ople andsomety

hereinafter) published in November 2018, Keidanren On the other hand, with the goal of creating a more
defined Society 5.0 as a candortablé Yife amdv b ebetter sodietyy iSoceety 5.0
transformation combines with the imagination and focuses on how technological and industrial
creativity of diverse people to solve social problems transformation should be ut ilized to achieve happiness
and create value. 6 It a |l s o andaabetterdociety.h e soci ety a

0Creative society.o In other words, Society 5.0 is a concept that aims

Behind this lies the idea that the society to be for an inclusive and sustainable society in which
pursued i n Society 5.0 i s npedple pay & lgading role) with p lergad perspective on
societyd but al so a soci ety theruse ofnhogative tachnplogies , anyti me,
anywhere, with peace of mind, creates values while Fure -
living in harmony with nature by utilizing innovative
teChnOlOgieS. Creative Society |d

In addition, it presents two elements, namely En“ 'i :'
odigital transformationod and t he '"fonﬂa"ﬂnsoc'ew

creativity of diverse people, 6 as
realizing Society 5.0, and calls for companies to utilize
digital transformation and reform the organizational -

_strucFure_ so that dlversg people can demonstrate their
imagination and creativity. VUMM o : i Sociely
human beings
m 2 Industrial
Revolution

Heavy and
'p,ﬁ o chemical industry
1st Industrial

Revolution
Light industry

AO

4th Industrial
Revolution
Digital
transformation
3rd Industrial

Revolution

Automation and

informatization

(Source) Keidanren
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SUSTAINABLE
DEVELOPMENT

Social vision of Society 5.0

What will Society 5.0 look like? For example, the
Charter of Corporate Behavior (Box 1.2) formulated by
Keidanren presents a sustainable, human -centered
society in which economic growth is compatible with
the resolution of various social issues such as health
and medical care, agriculture and food, environment
and climate change, energy, safety and disaster
prevention , and equality of people and gender, and in
which each and every person can live and work
comfortably and with peace of mind.

In addition, in the Society 5.0 Comprehensive
Recommendation, five figures of societies realized by
Society 5.0 are presented.

l.AiVvValue Creationo Soci
A A society that creates new added value by
responding to diverse needs and solving
problems
ADi versityd Society
A A society in which diverse people display
diverse talents and pursue diverse values
Decentralizedod Soci ¢
A A society in which wealth and information are
not concentrated on a specific person or
company, and in which there is an opportunity
for everyone to play an active role anytime
and anywhere.
fResiliento Society
A A society where people can live with peace of
mind free from concerns such as climate
change, abnormal weather, social unrest, and
cyber attacks
5bAHar mony with Natur ec
A A society where people can live with peace of
mind free from concerns such as climate
change, abnormal weather, social unrest, and
cyber attacks

12

Society 5.0

Nf or

In Society 5.0, a world that saw a large -scale
paradigm shift, cyberspace and physical space become
two sides of the same coin. For this reason,
appropriate and responsible development, use and
management of the common pla tform for humanity
spanning both spaces (global commons) will support
Society 5.0 and play an extremely important role in
realizing its goal of a sustainable, human -centered
society.

Society 5.0 dAfor

Thus, Society 5.0 is in line with a society which  has
achieved the United Nations SDGs, in which both
economic growth and problem -solving have been
attained. To clearly indicate this, Society 5.0 is
referred to as 0Society 5.

Significance of Society 5.0 in terms of
achieving SDGs

On the other hand, from the perspective of
achieving SDGs, Society 5.0 is also significant in that
it makes it easier for economic entities such as
companies and investors to encourage efforts to
achieve SDGs. This is because Society 5.0 emphasizes
the achievement of SDGs through business and
innovation.

In addition, because Society 5.0 is a concept that
aims to achieve the SDGs through the use of
innovative  technologies, it is possible to
simultaneously resolve a number of social issues that
have been considered as trade-offs in conventional
technologies. For example, it enables the provision of
cheap and clean energy by combining innovative clean
energy technologies, storage battery technologies, and
the like.

1The terms ASociety 5.0 for
in this report for the above reasons and refer to the same
concept.

SDGs 0

0

SDGs

C

SDGs



Chapter 1 Background of the Study

ESG Investment and Society 5.0

Environment
Social
Governance

ESG

On the other hand, in the global financial and
capital markets, interest in ESG investment has
increased in recent years.

What is ESG investment?

ESG investment was originally proposed in the
Principles for Responsible Investment (PRI) launched
in 2006, and which presented E (Environment), S
(society), and G (Governance) as factors influencing
medium - to long -term corporate value.

Expansion of ESG investment

ESG investments expanded rapidly, particularly in
Europe, with the total assets under management of
the fund managers signing the PRI amounting to
about 66 trillion dollars and the actual assets allocated
to ESG investments reaching about 30 trillion dollars. 2

Interest in ESG investment is also growing in
Japan, reflecting the
ESG including the inclusion of ESG in its Investment
Principles.
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What i1s ESG

Investment?

Contributing to the achievement of SDGs
(ESG for SDGs)

ESG investment is also one of the a pproaches taken
by investors to solve social issues, and there is a strong
recognition among investors that ESG investment will
lead to the achievement of SDGs.

For example, in a questionnaire survey on
companies and investors, 3 96% of the investors said
that their ESG investments contribute to achieving
the SDGs.

Variety of ESG investing methods

I nvesting methods of OESG i
For example, the GSIR classifies ESG investment
methods into seven strategies.

According to the report, negative screening, which
excludes certain sectors and companies that do not
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amount of assets.

The method with the second -largest amount of
assets under managememtn 6i swhd
introduces ESG elements into financial analysis.

In addition, although still relatively small in
amount, positive screening and themed investing have
surged in recent years.
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Common features of ESG investment and Society 5.0
oeveropmens G ALS

ESG for SDGs N rumy  PK_ Society 5.0 for SDGs
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=/ Promoting companies,
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ESG investment by investors and Society 5.0 by Improving economic growth and returns
corporations have the following three features in (profitability)
common, and they are expected to be connected with
each other. ESG investment and Society 5.0 both aim to

increase not only social but also economic value.

Being forward-looking (potentiality) o _ o
Aiming to achieve SDGs (sustainability)

Both ESG investments and Society 5.0 are forward -

looking fi rather than being backward -looking and Both ESG investment and Society 5.0 aim to
investing and carrying out activities based on address global issues, achieve SDGs, and realize a
historical conditions and data, they look ahead and sustainable society.

invest and conduct corporate activities accordingly.

ESG investment in problem-solving innovation
accelerates realization of Society 5.0

Stable medium- to long-term funds from ESG investments drive the achievement of Society 5.0, and
SDGs will be achieved.

(1) Investors make medium - to long -term,
stable investments in the innovation

ecosystem to solve problem.s 1 SOClety 50

S
S
S
—
Innovation
T (8) The ecosystem evolves )
q autonomously, accelerating
. problem -solving innovation.
Companies
This leads to the realization of
Society 5.0 and the swift and

reliable achievement of SDGs.

(2)Diverse st akehol ders support invest
movements for innovation

If ESG investment and Society 5.0, which have the common features, are
combined, the problem-solving innovation ecosystem will evolve
autonomously, Society 5.0 will be realized, and SDGs will be truly achieved.

If ESG investment and Society 5.0, which  have the three features in common, were to be
combined (medium - and long-term stable investment funds were to be directed to the problem -
solving innovation ecosystem), the ecosystem would evolve autonomously to realize Society 5.0
and truly achieve SDGs (s wift and reliable achievement of SDGSs).
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Chapter 1 Background of the Study

Further evolution of ESG investment is critical to
achieving Society 5.0 and SDGs

SUSTAINABLE
DEVELOPMENT

Soclety 5.C
G{IALS

Maximize
Posmve Social Impact

Minimize
Negative Social Impac
& Financial Risk

Consider
Ethical issue
Further evolution of ESG investment is Furthermore, currently an increasing number of
essential people have the view that solving social issues through
corporate business activities and innovation not only
Meanwhile, it is difficult to say that ESG has positive impacts on society but also is a key to
investment and Society 5.0 are currently well corporate growth over the medium to long term.

connected. This is probably because ESG investment is

- ; This further evolution of ESG investment
still in the process of evolving.

(promotion  of investment in  problem -solving
ESG investment originally came from Socially innovation) will also lead to the realization of Society
Responsible Investment ( SRI), which excludes 5.0 and the true achievement of SDGs.
companies that do not conform to the code of ethics
from investment destinations. It later evolved to
investment centered on reducing the negative impact
of corporate activities on society and the risk of
medium - to long-term fluctuati ons in corporate value.

It is therefore important to promote the evolution of
ESG investment and connect it to Society 5.0.

—Box 1. 1: The GPI F6s Vviews ¢

The GPIF organizes the relationship between ESG
investments and SDGs as shown in the chart on the left,
andcl early demonstrates that
will lead to the creation of business and investment

Investment ESG investment Business . . Z
opportunities.so
Index providers c .
Asset managers ompanles

GPIF and Investment Chain

GPIF Specifically, it explains that companies will be able to
promoton ot B Sianed in — Approval sustainably improve their value by selecting fr.om the 17
EsG Sep 2015 Sustanable adoption | (Creating Grre Vi) goals of the SDGs the ones that are best suited to them
I GOALS and incorporating them into their business activities.

Principles for b Thus, t he GPIl Fds ESG i nv.
-~ PRI nespenalbie BHIB range of social issues, including the SDGs.
(L
In the future, more and more investors, such as the
GPIF, are expected to expand the range of issues that

Souree GPIE their ESG investments address.
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Evolve ESG Investment and Connect It to Society 5.0

to Achieve SDGs Swiftly and Reliably

4 strategies to connect ESG investment and Society 5.0

Problem -solving
innovation
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ESG Society 5.0 SDGs
Investors Promoting companies,
universities, etc.
Accelerate the evolution of ESG investment and connect it to
Society 5.0 to achieve SDGs quickly and reliably
In light of the above, this report aims to O0Accele
connect it to Society 5.0 to achiobowirg isSaDi§ of foarwi f t 1 y a

specific strategies to achieve these objectives and concrete examples of how they will be realized.

4 strategies to connect ESG investment and Society 5.0

Chapter 2: Current Status of Understanding and Measures to Improve It

Gain an understanding of the level of recognition of Society 5.0, and organize
strategies to increase the interest and understanding of Society 5.0 among
not only investors but also a wide range of people to create an investment
climate for Society 5.0.

Chapter 3: Economic and Social Impacts
Show the economic and social impacts of Society 5.0.

Chapter 4: Direction of Information Disclosure
Explore the direction of information disclosure by companies addressing
Society 5.0.

Chapter 5: Improvement of the Investment Environment
Present the challenges and measures to support the realization of Society 5.0

~g

ESG Investment connected to Societv 5.0
Evolution of ESG investment

Society 5.0 has led to a greater r ealization that the evolution of current ESG investments will

allow for more effective economic growth, more effective problem -solving, and the true

achievement of SDGs. Investors will thus be encouraged to invest in ESG to realize Society 5.0.
Evolution of problem-solving innovation ecosystem that contributes to the
realization of Society 5.0

With a long -term and stable supply of investment funds, funds will circulate among companies,

start -ups, universities, and the like, and more disruptive and transformative innovations will be
created autonomously to realize Society 5.0.

Evolution of stakeholders to achieve SDGs

A variety of forward -looking, constructive dialogues based on the common concept of Society 5.0
for SDGs will be held to connect diver se stakeholders.
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Chapter 1 Background of the Study

Collaboration with Various Stakeholders to

Realize Society 5.0 for SDGs, and Roles of Each of Them

Technology, funds, and

. human resources
Companies

Knowledge,

human

resource

development, Universities

technologies ' ..‘v‘

Financial Project
Fund institutions implementation
experience

Legal system and funds

Ideas,
mobility and
technology

of diverse
stakeholders

Consumption
behavior, etc.

linvestors

Collaboration with a variety of
stakeholders is essential

In addition, realizing Society 5.0 for SDGs requires
a variety of stakeholders to play a role. The roles are
shown here.

Role of companies

The role of companies is defined in the ten articles
presented in the Charter of Corporate Behavior (Box

12) . In particul ar, Articleta ngnﬁ)t a%c\éu%tth%QalueaftBr

socially beneficial and safe goods and services through

i nnovationd6é is important.

Also, in order for open innovation to take root and
become fully fledged, it is necessary to invest their
management resources such as superior human
resources, funds, technology and data in the ecosystem.

It is also important to build medium - to long-term
sustainable relationships with cus tomers and other
stakeholders through these initiatives.

Role of start-ups

Start -ups are expected to have a clear vision and
ambitious ideas for solving problems and development
of innovative technologies, and the enthusiasm and
mobility to realize them. T herefore, as a key player in
realizing Society 5.0, they are required to demonstrate
their maximum ability in the innovation ecosystem
and implement a new business model.

Role of universities

Universities are responsible for providing cutting -
edge knowledge and technology, and superior human
resources within the ecosystem and working with
other stakeholders to create and nurture cutting -edge
innovation seeds. It will also lead a paradigm shift to a
new model of a knowledge -intensive society through
studies of the socioeconomic system that underpins
Society 5.0.

For this reason, universities are required to
establish systems and foundations to enable the

‘ s —P Society 5.0 for SDGs

Toward a sustainable, human -centered society

utilization of excellent resources throughout the
ecosystem, and to develop superior human resources.

Role of financial institutions and
investors

Financial institutions and investors have a vital
role to play in providing capital to drive the evolution
of the problem -solving innovation ecosystem. Funding
should not be limited to short -term profitability, but
sh uld he done fro a medium - t|a| long -term Qers%ectlve ,
gst dolety!

Role of the national and local
governments

Governments and local governments are required to
play diverse and fundamental roles in the evolution of
the innovation ecosystem. These include giving
financial support for basic research, supporting
projects that are socially needed but for which it is
difficult to mobilize private funds, providing
demonstration fields, and deregulating and developing
a legal system for the social implementation of
technologies.

Role of NPOs/NGOs

Stakeholders, including NPOs and NGOs, are
required to provide experience in and implement
various projects, in addition to raising awareness for
the realization of Society 5.0 for SDGs. In doing so, it
is also important to use a framework that encourages
public interest activities by the private sector through
dormant deposits (JANPIA). (Box 1.7)

Role of citizens

Citizens are encouraged to deepen their
understanding of Society 5.0 f or SDGs, and they are
also expected to play a role as a fund provider by
utilizing their skills and experience, and going forward,
cloud funding and other means. In addition,
consumption behavior which contributes to the
realization of Society 5.0 for SDGs s also required.

17



— Box1. 2: Charter of Corporate Behavi or—
for SDGs

Companies have a wide range of roles to play in realizing Society 5.0 for SDGs. Keidanren revised
its Charter of Corporate Behavior in November 2017 and clarified such roles.

Charter of Corporate Behavior
- For the Realization of a Sustainable Society -

Keidanren (Japan Business Federation)

The role of a corporation is to take the lead in the realization of a sustainable society by creating
added value that will benefit society and generating employment, th ~ rough autonomous and responsible
behavior, on the basis of fair and free competition. To this end, regardless of its location, a corporation
is expected to comply with the letter and spirit of relevant laws and regulations and international rules
and to fu Ifill their social responsibility with a strong sense of ethical values, by acting in line with the
following ten principles.

Sustainable economic growth and the resolution of social issues

1. Develop and provide socially beneficial and safe goods and services through innovation,
and strive for sustainable economic growth and the resolution of social issues.

Fair business practices

2. Engage in fair and free competition, appropriate transactions and responsible
procurement. Also, maintain a sound relati onship with political bodies and government
agencies.

Fair disclosure of information and constructive dialogue with stakeholders

3. Disclose corporate information actively, effectively and fairly and engage in constructive
dialogue with a wide range of sta keholders, with a purpose of enhancing corporate value.

Respect for human rights

4. Conduct business that respects the human rights of all persons.

Relationships of trust with consumers and customer

5. Provide consumers and customers with appropriate infor mation about goods and services,
communicate with them in good faith, and earn their satisfaction and trust.

Reform of work practices and enhancement of workplace environments

6. Realize work practices that will improve the capability of employees and that respect
their diversity, character, and personality. Also, provide safe and healthy working
environments.

Engagement in environmental issues

7. Proactively initiate measures in acknowledgment of environmental issues, the common
challenges they pose to hum anity and their importance to a corporation's operation and
persistence.

Involvement in community and contribution to its development

8. Actively engage in community involvement activities and contribute to community
development as a good corporate citizen .

Thorough crisis management

9. Conduct thorough and organized crisis management in the face of actions by antisocial
forces, terrorism, cyber attacks, natural disasters and other crises that pose a threat to
civil society and corporate activity.

Role of top management and implementation of this Charter

10. Top management shall recognize that it is their role to realize the spirit of this Charter, build
effective governance systems for the conduct of business, and strive to raise awareness of the
Charter's spirit within the corporation and the entire corporate group to achieve its full compliance.
Top management should also encourage behavior based on the principles of this Charter within the
corporation's supply chain. In the event that the corporation viol ates the spirit of this Charter and
loses the trust of society, top management shall proactively take responsibility to respond to the
situation, including resolving the problem, investigating the causes, and preventing the problem
from recurring.
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Chapter 1 Background of the Study

—— Box 1.3: Expanding ESG investment
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Issues in ESG elements
particularly considered to
have negative impacts
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In recent years, however, an increasing number of
such as the GPIF regard broader issues presented by
the like as issues to be addressed in ESG investment.

and it i s hoped t hat co
investorsd ESG investment
future.

The scope of ESG issues perceived by investors is expanding.

Traditionally, ESG investments have particularly focused on

Society 5.0 also aims to solve the broad social issues of SDGs,

Target issues of ESG investment

(1) Environment

Climate change, environmental pollution, circular
economy, biodiversity, etc.

Social

Human rights, labor standards, safety and  health,
safety, human diversity, relationships with local
communities, etc.

Governance

Corporate governance, corruption, the rule of law

)

®3)

~
\ Social challenges presented by
\ SDGs
/" 1. No poverty
e 2. Zero hunger
3. Good health and well-being
4. Quality education
5. Gender equality
t he e 6. Clean water and sanitation
e. 06 7. Affordable and clean energy
investors 8. Decenr': work and economic
SDGs and growt
9. Industry, innovation and
infrastructure
mpani e 10. Reduced inequalities
s wi || 11. Sustainable cities and
communities
12. Responsible consumption and
production
13. Climate action
14. Life below water
quality 15. Lifeon land
16. Peace, justice and strong
institutions
17. Partnerships for the goals

Box 1.4: Views on Society 5.0 and ESG in the Charter of Corporate Behavior

The Keidanren Charter of Corporate Behavior
views ESG and Society 5.0 as follows:

Member corporations should fully recognize that
their development is founded on the realization of a
sustainable soclety, an \d they should exercise their
social responsibilities by creatin g new added value
and generating employment that will be beneficial

to sociely at large and by conducting their business

The following diagram shows a specific exam ple
of how the Charter of Corporate Behavior views
Society 5.0 and ESG.

Examples of the views on Society 5.0

4

and ESG
QUALITY
EDUCATION

in a manner that takes the environment, society,
and governance (ESG) into consideration .

Overall corporate
activities

Through business

Through behavior L
activities

Management that
takes ESG into
consideration

New added value
useful to society at
large (Society 5.0)

v

SDGs (Sustainable society)

]

Management that takes ESG into consideration:
Enhancing the in -house training system

Society 5.0: Delivering quality education through VR

15

LIFE
ON LAND

~
-~
&
1

Management that takes ESG into co nsideration:
Cooperation in biodiversity activities

Society 5.0: Establishment of cooperative farming
methods to maintain biodiversity in deserts

19



—B o x 1.5: Three categories of NAecono—

ECONOMY
u"_-.: r—' . =

= The SDGs consist of 17 targets, which are
..1 .ﬁ' ¢ | g

considered to be divided into three categories:
[( deconomy, 6 O0societyd and 0c¢

g
In addition, a concept cal |l ed oweddi n
has also been presented, in which three levels of
" EiES deconomy, O 0Osocietyo anc

hierarchized as shown in the figure on the left.

Funds for Implementation of Society 5.0 for SDGs

commercia

NG in new markets and developing countries
o Blended . may not be profitable in the short term,
; Society 5.0 and may be difficult with private funds

. alone. Therefore, it is necessary to

construct blended finance mainly by
government and international

Finance

Blended finance is a method of combining the funds of public  financial institutions such as the International
Finance Corporation (IFC) and private financial institutions to finance projects with high uncertainty, and is
used for economic development in developing countries. This approach is expected to attract fun  ds from a wide
range of stakeholders and strongly drive the social implementation of Society 5.0 for SDGs in developing
countries.

—— Box 1.7: Resolution of social Issues utilizing dormant deposits through JANPIA

and by NPOs and NGOs JANPIA is an organiza tion established in 2018 under the leadership
of Keidanren, and it is designated to utilize dormant deposits
(Designated Utilization Organizati(
Funds Related to Dormant Deposits to Promote Public Interest Activities
é:: JANPIA b)_/ the Private Sect_or._é Masa_ya Fut
Nipponkoa Insurance Inc., serves as Chair, while representatives from

\./i —RAEEA BRRMAENE MR various fields in Japan, namely the business community, labor circles,
local governments, academics and NPOs, participate in the council.

With the purpose of OResolving various social i ssues th
withdéd and OFostering public interest activities by t hepubfcr
interest activities by the private sector, 6 JANPI A provide
OFunds Distribution Organizationsé to OPrivate Organizati
promote the resolution of social issues.

In FY2019, JANPIA selected 24 Funds Distribution Organizations for four projects (Grassroots Activity Support
Program, New Project Support Program, Social Business Creation Support Program, and Disaster Recovery Support
Program) in three areas (support for children and young people, support for people having difficulties in their daily and
social lives, and improvement of regional vitality). At the same time, the organization is also carrying out programs to
strengthen th e infrastructure to support public interest activities in the private sector in a sustainable manner, such as
assessing social impact, recruiting and developing specialized human resources, and matching with companies.

—Box 1.8: Stable investments over the medium to long term are important for
social implementation of disruptive innovation

It took 60 years from the principle of artificial intelligence Disruptive innovations that change the assumptions of society
technology to its practical application, and it is expected to take . . . L
from 25 to more than 50 years for quantum computers are likely to take a very long time from the discovery of principles
1057: Perceptron I t}i&:g;;n()uamum to their practical application.
For example, it took about 60 years for artificial intelligence
Approx. || 1980s: Multiayer, pemay | 2020s: Quantum technology to be implemented in society, and it is believed that

60 yrs. convolution, etc. supremacy, NISQ

guantum computers, which are capable of processing information
20xx:  Fault-tolerant well beyond the abilities of supercomputers and provide high levels
guanumeompuer | of security, will need about another 20 years. Investors need to
(Source) FUJ 1| Keisuke, AThe Possibilities have a medium - . to long-term .perspectlve to achieve such
Devel opment Raceod innovations and the investment required for them.

2010s: Deep learning
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Current Status of the Understanding of
Society 5.0 and Measures to Improve It

Summary

The realization of Society 5.0 is a
concept promoted by Keidanren and

companies and investors on medium - to
long-term management strategies.

incorporated in the growth strategy of
the  Japanese  government, but
according to the questionnair e survey
on companies and investors, the
recognition level is lower than ESG and
SDGs.

On the other hand, according to the
questionnaire survey on investors, if
0Society 5.06 is
own ESG investment, they expect that
it will lead to a high return on their
ESG investment and solve a wider
range of problems.

In addition, it has become clear that
if companies recognize Society 5.0 as
their revenue driver and handle it in
departments close to management,
then the realization of Society 5.0 could
promote constructive dialogue between

i ncorpog, AT Gfherete”
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Therefore, we have come to
recognize that in order to evolve ESG
investment and connect it to Society
5.0, it is important to improve the
recognition and understanding of
Society 5.0 among various
stakeholders including investors.

Therefore thls chapter presents
&ratetgl S. (1)
identification of words and phrases
that give response to Society 5.0 using
natural language processin g, (2)
presentation of examples of
concretization of Society 5.0 (issues to
be addressed and technologies
expected to be implemented in society),
(3) creation of various publicity tools,
and (4) approach to influential
institutions in Japan and abroad.



ACompared to the ti me
ESG investment in Japanese stocks, the
current market and corporate reaction are
very positive, and there is an atmosphere
where it can be viewed as a business.

We will do our best to continue this
momentum without making it a temporary
boom. 0O

TAKAHASHI Norihiro,
President, GPIF




Chapter 2: Current status of Understanding and Measures
Improve It (Overview)

Society 5.0 is less recognized than ESG and SDGs.

Status

Implementation of the questionnaire survey on
companies and investors

Society 5.0 can help ESG investments (1) achieve higher returns,
(2) solve a range of SDGs challenges, and (3) facilitate
constructive dialogue between companies and investors on
medium-to long-term management strategies
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Improve recognition and understanding of Socidiy0
to help evolve ESG investment

" concreate measures

Challenges Solutions

Using the questionnaire survey on
companies and investors and natural
fFy3dzt 3S LINROSaaAy:
and phrases that give response to
Societyp ®n €

1. Whatexpressions convey Society 5.0
in an easyto-understandmanner?

(Identification of phrases that improve
understanding

2. What technologies and challenges Using the questionnaire survey on
should be addressed to concretize companies and investors and natural
Society5.0? tlFhy3dzr 3S LINRPOSaaAyd

o and technologies expected to be solved
(Priority issuesftechnologies expected

F2N) {20ASG& pont
to be solved/realized for Societ$.0)

Presenting concrete measures for the
publicity activity of Society 5.0 based
on a discussion between the three
parties

3. What PR tools should be used to show
concreteexamples?

(Public relations tool to improve the
recognition and understanding of
Society5.0) Based on a discussion between the

three parties, present the specific

institution and method to approach to
disseminate Society 5.0 at home and

(Approachto Influential Institutions) abroad

4. What kind of institution toapproach?
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Chapter 2 Current Status of the Understanding of Society 5.0 and Measures to Improve It

Current Status of Recognition and Understanding

(Questionnaire Results)

Current level of recognition of Society 5.0

Society 5.0

47% 30%
m e <Fol

Companies Investors

wh o

*Percentage of
See Reference 1 for details.

respondent s

Compared to ESG and SDGs, recognition
Is a challenge for Society 5.0
We conducted a questionnaire survey on companies

and investors 4 and surveyed the degree of recognition
of Society 5.0, SDGs, and ESG. Of the respondents, the

ESG

answer ed

95%
ala

Investors

79%
c4a

Investors

know about its

il

Possibility of raising awareness through
integrated reports and other publications

Furthermore, regarding Society 5.0, SDGs, and

ESG, the percentages of being mentioned in corporate

integrated reports and the like, were 45%, 87%, and
83%, respectively.

content .

0

percentage of companies who an\ﬁhxiveredf RI {(r}ogv. bsg)ut
; . . lle"the refere g ome?y Is not as
0
its contento was 479% for Socigly t'of%DGscgrq;l éscg 295 ofth Fespordidht’
75% for SDGs, respectively, wh ile that of investors . i d h > W
who gave the same answer was 30% for Society 5.0 compantes sal t at o e are
- going forward. 6 It i s t he

95% for ESG, and 79% for SDGs, respectively.
Recognition is a challenge for Society 5.0 compared to
ESG and SDGs.

Improving public recognition is a
particularly important issue

According t o t he
conducted by Keizai Koho Center (KKC) between
January and February 2019
Survey on S%condeted/ beteerd October
and November of the same year, 3% and 12% of
citizens
Society 5.0 and SDGs, respectively.

On the other hand, ol
most common answer, accounting for 57% for Society
5.0 and 37% for SDGs.

4 Data from the questionnaire survey on companies and
investors was obtained from 102 companies out of 408
belonging to the Keidanren Committee on Financial and Capital
Markets, the Committee on Responsible Business Conduct &
SDGs Promotion, and the Committee on Startups, and from
117 investors out of 34 commissioned by the GPIF. See
Reference 1 for details.
5

https://www.kkc.or.jp/society/survey.php?mode=survey show

&id=114
6

https://www.kkc.or.jp/society/survey.php?mode=survey show
&id=117

answeledcknbhlvati t sheyn

donot
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recognition of Society 5.0 among investors and citizens
will be improved through corporate integrated reports
and other publications.

OAwarenesss Su Society 5.0

a

Understand

Understand some of them

Know a word but do not

understand at all

Don t know at all

Understand

Understand some of them

Know a word but do not

understand at all

Don t know at al

Public

Percentage of being oo

referred to in the
companybs re
the like

0 16%

87%

Society 5.0 : 45%
SDGs : 87%
ESG :83%

83%

45%

0%

Society 5.0 SDGs ESG

There are no plans to mention
© To be mentioned in the future

H Already mentioned

(


https://www.kkc.or.jp/society/survey.php?mode=survey_show&id=114
https://www.kkc.or.jp/society/survey.php?mode=survey_show&id=114
https://www.kkc.or.jp/society/survey.php?mode=survey_show&id=117
https://www.kkc.or.jp/society/survey.php?mode=survey_show&id=117

Impacts of Society 5.0 on ESG investment

37% of investors answered that

Ahi gher returns can be
5.0 for SDGs than their ESG investments.

Of which, 26% said it will further enhance
Ahigh returns and soci a

100%

50%

26%

37%

0%

%

ESG investment contributing to
SDGs

ESG investment contributing to
Society 5.0 for SDGs

Same as their own ESG investment

More risk averse

Place more emphasis on social responsibility
" Both higher returns and social responsibility can be expected
® Higher returns can be expected

Society 5.0 will expand the scope of
problem-solving of
i nvestorsod own ES

120

_________
'

100
80

| 1

60

40

Poverty
Hunger ®
Energy
mic
cities

-20

Education
Inequalities
Life on land

Peacel/justice

Health and well-

Gender equality
Water and sanitation
Industry/innovation

Circular economy

Climate change

Life below water

Work and

H |ssues addressed by Society 5.0 Issues addressed by your ESG

*The vertical axis represents the number of responses that feel high affinity for each issue minus the
number of responses that feel low affinity for the issue.
In addition, while many

0Oinequalitiesdé and

These results suggest that incorporating Society 5.0 into ESG investment will enable ES

20 | I -
o . L

On the other hand, we also look at what impacts
Society 5.0 will have on current ESG investments.

expectWed®eitn tv@ciceotnydi ti ons,
contributing to the
i nvest ment contributing
wep askeds ipvpstors jhaw iy thought their current
perception of ESG investment would change
were to conduct such investments.

| re

ESG investments contributing to SDGs
emphasize social responsibility

First of all, 52% of the investors answered that
OESG investment contri
SDGs6 (ESG for SDGs)
social responsibility than their own ESG investments.

Society 5.0 will bring higher returns on
ESG investment

Next, regarding
Society 5.0 for
higher returns can be expected than their
investments. ¢

I n addition, 26 %
returns and soci al
their own ESG investments. These results suggest
that Society 5.0 may lead to higher returns or both
higher returns and social responsibility for ESG
investment.

i naPeiety $,PLexpands the scope of issues
to solve.

OESG i
SDGs, 0

of t he

G

Next, we asked i
SDGs that you feel you have high/low affinity with
your ESG investments?6
have high affinity / | ow af finity

The chart on the left shows the difference between
the number of people who
and the number of peopl e
affinityo for each goal
of the respondent s f eel that
affinity with environmental issues.

On the other hand,
felt that it has an affinity with industrial/innovation
and educational issues.

Partnership

of the respondents felt that ESG investment has a low affinity with
Opartnership, o6

many answered

G investment

to contribute to solving a broader range of issues, as the issues with an affinity with Society 5.0 also come
into the scope of the issues to be solved through ESG investment.
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Chapter 2 Current Status of the Understanding of Society 5.0 and Measures to Improve It

Somety 5.0 is highly expected to
solve global issues

increase competitiveness through digital
transformation

create innovative new businesses

20% 40% 60%

Solution of global issues
Digital transformation
Increasing added value

Creating innovative businesses

Investments to promote start-ups
Open collaboration
Use of internal digital technologies
Respect diversity and younger ~ e 0
Reform of working styles
Developing leadership human resources
Sharing cross-sectoral data
Ensuring privacy and cybersecurity
Promotion of R&D
Other

W Companies M Investors Public

66% of companies recognize Society 5.0 as

their top revenue driver

0% 100%

41%
spGs

M Revenue driver m Both revenue driver and risk factor

Society 5.0

ESG 57%

Risk factor

27% of companies have the corporate
planning department take charge of Society 5.0.
Possibility of promoting constructive dialogue
between companies and investors on medium-
to long-term management strategies

Management planning
27%

IR/Public relations Other

Technology/R&D Information system

Sustainability/CSR  28%3 Accounting/ finance

Sales (domestic) General affairs/HR

—=—Society 5.0 —=—ESG SDGs
Production control/quality

Sales (overseas) ol
contro

Manufacturing/production Procurement/purchasing

*Percentages in bold are for divisions responsible for Society 5.0
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Increasing various corporate values
through Society 5.0

In addition, companies, investors, and the general
public expect that Society 5.0 will bring about various
changes in Japanese companies and serve as an
opportunity to increase corporate value.

When asked about the expectations placed on
Japanese companies by Society 5.0, companies said
there were highexpect ati ons f or
0creating innovative new
working styles and having a model change of

empl oyment practices. 0 M

expressed hi gh expectation
international  competitiveness  thro ugh  digital
transformationo and Oi ncreas
return to society. o
Society 5.0 as arevenue driver for
companies

Regarding companies® percep
was found that of the companies that answered that
they menti oned 0 Sheic intedrated 5. 0
reports and the like, 66% viewed Society 5.0 as a
revenue driver.

On the other hand, of the companies that
mentioned OESGS6 or o0SDGsO6 in

and the like, 41% answered that they regarded ESG as
a revenue driver, whi le 49% answered they regarded
SDGs as such. This shows that Society 5.0 is a concept
that companies can easily view as a revenue driver.

Society 5.0 is close to management and
promotes constructive dialogue on long-
term management strategies.

A survey on corporate divisions responsible for
Society 5.0, SDGs, and ESG found that the corporate
planning divisions and the sustainability/CSR
divisions are likely to be in charge of all three.

Looking at the details, 27% of the corporate
planning divisions were in charge of Society 5.0, the
highest percentage compared to ESG and SDGs. In the
sustainability/CSR divisions, 28% and 23% of them
were in charge of ESG and SDGs, respectively, while
only 13% were in charge of Society 5.0. The percentage
of Society 5.0 taken charge of by technology, R&D, and
information systems divisions was also high.

Based on the above, Society 5.0 is considered to be a
concept close to the corporate planning division and
management strategies. Thus, utilizing Society 5.0 is
expected to facilitate constructive dialogue on long -
term management strategies between companies and
investors.

0sol v
bus

€ ¢



Summary: Incorporating Society 5.0 into ESG investments will provide higher returns,

resolve broader issues, and promote constructive, future-oriented dialogue

S D G S According to the questionnaire survey on investors,
when Society 5.0 is incorporated into ESG investment,
their ESG investment is expected  to
ESG + —
ESG for ; i
Sggso Society 5.0 A produce higher returns

solve a wider range of issues

for SDGs

A
A enhance various corporate values
A

ESG —> - Society 5.0 - * o it 2o

Incorporating Society 5.0 into ESG investment provides high returns and
solutions to a wide range of challenges

Taken together,these f i ndi ngs suggest that adding o0Society 5.
will have the following four benefits. Specifically, their ESG investments will: (1) provide higher
returns; (2) expand the scope of issues to be solved (solve a wider range of issu es); (3) enhance
various corporate values; and (4) promote forward -looking and constructive dialogue between
companies and investors.

Given this, it is important to promote the evolution of ESG investment by improving the
recognition and understanding of S ociety 5.0 among investors.

4 concrete measures to improve recognition and understanding

We therefore propose the following four concrete measures to improve the recognition and
understanding of Society 5.0.

4 concrete measures to improve recognition and understanding
1. Ildentification of phrases that contribute to improved recognition and
understanding

Various explanations on Society 5.0 have been given by organizations such as Keidanren
and the Cabinet Office, but in order to showcase it to the general public, it is important to
explain it in easy -to-understand phrases.

2. Examples of Society 5.0 concretization (issues to be addressed and
technologies expected to be implemented in society)

Showing concrete examples of Society 5.0 will help improve the recognition and
understanding of Society 5.0. Therefore, we identify issues to be addressed in Society 5.0
and technologies expected to be implemented in society.

3. Public relations tool to improve the recognition and understanding of
Society 5.0

We need to use a variety of public relations tools, including videos and icons, to widely
communicate the Society 5.0 concept.

4. Approach to influential institutions

In order to improve the recognition and understanding of Society 5.0, it is important to
approach various influential institutions in Japan and abroad. In particular, we will
participate in international initiatives and promote rulemaking.
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Chapter 2 Current Status of the Understanding of Society 5.0 and Measures to Improve It

4 Concrete Measures to Improve Recognition and

Understanding

1. Identification of phrases that contribute to
Improved recognition and understanding

. . Next, natural language processing was applied to
COHSIde.I’ Somety 5.0 from a PR the collected answers, and the following eight elements
standpoint were extracted from the answers as elements of the

At present, Society 5.0 is explained as follows by image of Society 5.0.

Keidanren and the Cabinet Office.

Society where everyone

Coexistence of diverse

can live safely and
values and needs

Society 5.0 will be a Creative Society, where comfortably
digital transformation combines with the
imagination and creativity of diverse people to
solve social problems and create value. (Society
5.0 Comprehensive Recommendation)

Collaboration and
cooperation

Integration of virtual and
real space

Utilization of Al and other
science technologies

Environmentally friendly
and sustainable society

[. . .], Keidanren is aiming for the realization of EraT MR EERTeT
Society 5.0, a future society in which the loT, Al, and resolution of social
robots, and other innovative technologies will be issues

used to maximum effect for the optimization of

individual lives and of society as a whole. In this

Expression of creativity
(imagination of value)

future society, economic growth will become Furthermore, the following results were obtained
consistent with solutions to global and local when the evaluation from the viewpoints of
chall enges, [ . . o (AR comprehensibility and response was scored.

Corporate Behavioro)

Number
Score

A human-centered society that balances ,
Society where everyone can

economic advancement with the resolution of live safely and comfortably
social problems via a system that highly

integrates cyberspace and physical space Integration of virtual
(Cabinet Office) and real space

In order to further improve the recognition and Utilization of ﬁl arl\d other
understanding of Society 5.0, it will be important to science technologies
explain Society 5.0 in more understand able words and g VU NS———
phrases. resolution of social issues

"
5
FY E
@
8

We asked 304 companies and investors about their
image of Society 5.0 in order to find out what points
companies and investors would respond to in the

Number
Score

Coexistence of diverse

current explanation of Society 5.0. values and needs 17
Three sympathetic elements of Society Collaboration and
50 cooperation

We asked companies and investors to describe their E”‘C’jirO”T?”tﬂ:yf”er.‘dt'y
. . . n n
image of Society 5.0 in 150 words or less. SlcSts encnesocie

Expression of creativity

Society 5.0 (imagination of value)
(Image)
I n t er ms of t he number of
Answer i Answer [l Answer JlAnswer [l Answer
1 2 K] 4 5

[
c
o
3
@
Q

[y

devel opment and resolution

2 OExpression of creativity (
§ ranked high. But in order of comprehensibility and
: response scores, 0Society w
° ° . ° § safely and comfortablybd as
Element Element  Element  Element 5 virtual and real spaced6 and ¢
1 2 3 4 science technologiesd6 ranked

28



Reasons why the 3 elements gained How to structure the expression that
response conveys Society 5.0 in an easy-to-

understand manner?

There is an expectation that everyone can live an equal and convenient

life by solvmg problems and concerns about the _future such as the gap Component Key phrase

between the rich and the poor and between the regions. ;
Inclusion

Utilization of Al and other science
technoloaies

Balancing (economic
. development and sustainability)
Integration
(of technology and life) Overcoming the wall
(between people)

Challenge X .
People strongly hope that Al and robotics will make life and work P —— D'Ve'_s"y
easier so that they can focus on things only they can do. (o (=) Convenience)
P tht Reference to . .
It is expected that by collecting and analyzing various kinds of real future Spfﬁl'ifiii"y el
data in virtual space, we can see possibilities that we could not see
until now, and that by returning it to the real world, we can solve N e Aging Rural areas
problems that were thought to be difficult to solve until now. oW farebeito]
There is the following observation 7 regarding the H | ) ¢ ) h
reasons for and implications of why these three _edexp anation strgctureg Society 5h'0 that \;]vas
elements gained response. received as easy to un erstgn was one t gt (l) shows
the current issues, (2) provides the future vision, and
First of all, the reason whB)preseasthepdtito thefuufee everyone
can live safely and comf ort abl y 6 gained Athe mosK g h )
response was that many people expressed their s o SI the oKeywordso t 4 at Ig att
concerns about the future, such as the expansion of the ° c al an g I'ng i( E ¢ ? nomic e ‘f’ e H opr
gap between rich and poor and between regions, ahead ° D?( pandiogst be Cp ties (o umeé
of the expectation for the future. This suggests that it o :j v e‘rCs lty, 0 oCoexistence 1In
is easier to gain response if we emphasize to many an otonvenienc e 0 v;/]e re f me nt
people that o0Society 5.0 cePr{e%%'?tv%t'é)r{‘X| edst\ﬁn/d utur
concerns about the future.o6 ©olnformation,?o6 a'n OAl/ T oTo
the pathtothefut ur e, and O0OAgingé ai
Second, as for t he reasonsWefcelmnndp]édiforthelpr@s@ﬁﬂon of A
and other science technologie gained response, it i s
thought that people strongly want to use Al and Phrases that gain response

robotic technology to make life and work easier and
focus on things that only they can do. This suggests
that it is easier to gain response if we emphasize that

Based on the analysis results above, the following
three phrases can be considered for gaining response
with Somety 5.0.

0Society 5.0 focuses on humans?o n describina Society
5.0. o
Example Society 5.0 is highly
. . . h - expected to
Third, the r eamtomofvirtugl and | nt ¢ o B2res

L, . Society where everyone A society in which all people can live with peace of mind while taking on the
rea | S p aceo h as g al ne d r es p (0] Ca"gg’;;?{:gya“d challenge of creating diverse values through digital technology
and anaIyZI.ng various pieces Of actual data’ a new Um;ztel?;gfeﬁé:nd A society where, while Al takes over conventional production activities,
approach W|" be found to Solve issues that ha.Ve been T e humans focus on creating new value and human evolution accelerates
thought difficult to solve, and momentum to tackle Integration of virtual A society in which a new frontier with limitless possibilities is
problems will be created . This suggests that it is easier snd e space cleatedliiognlthelntegiationlotrealandiiiialepace
to gain response by emphasizing that olechnol ogl es
integrating reality and virtual reality that contribute In addition, to summarize these three points, the
to Society 5.0 are a O0bl ue dolowiagphrase (the hnalysis fesul antl & sh@tenedvt h
potential. ¢ version) is conceivable.

Analysis Result

Sympathy elements 3 specific points — Society 5.0 is a sustainable, human -centered society
o _ in which no one is left behind and the physical and

Elimination of anxiety b d highl . d b digital
about the future cyber worlds are highly integrate y |g|ta

transformation, to create safe and comfortable lives

Pursuit of fAwhat on@agdnew growth opportunities.
humans can do

Improving the quality of
life, a convenient and
comfortable society

Utilization of Al and
other science

technologies Short version (advertising slogan)

Technologies integrating . .
reality and virtual reality A sustainable, human -centered society created

are a fiblue through digital transformation

Integration of virtual
and real space

VI SI'TS Technologies (2020) fASociety 5.0 Projecto
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Chapter 2 Current Status of the Understanding of Society 5.0 and Measures to Improve It

Examples of Society 5.0 con

cretization

(issues to be addressed and technologies expected to be implemented in society)

Megatrends

Potential issues/changes

Technologies expected to

be resolved

/

Demographic change

Concentration in large

cities

Extension of healthy life
expectancy

Formation of a circular
economy

Issues to be /
captured for
Society 5.0

Diversification of working
styles

Diversification of culture

Safe and smart life by
utilizing technology

1 Climate change and
S disaster prevention

Toward the concretization of Society 5.0

In order to improve the recognition of Society 5.0, it
is important to concretize Society 5.0 (specific issues to
be solved by and technologies expected to be socially
implemented in Society 5.0) in the sectors in which
people have high expectations, and collect examples.

As part of this effort, we conducted the
guestionnaire survey on companies and investors
regarding issues expected to be solved in Society 5.0
and technologies expected to be implemented in society
in the future. Concrete methods are shown below.

*

[ ]

(4

Individuals fill in the image of Society 5.0 and
the technologies to be expected in the
future.

Each answer is checked by another
randomly selected person.

1.

Issues expected to be solved and
technologies expected to be implemented

Figure A summarizes the resul ts of the survey.
Specifically, the survey found that dangerous driving
by the elderly, depopulation in rural areas, dementia
and lifestyle -related diseases, smart cities, and climate
change are issues and constraints that respondents
feel should be solved first.

These issues can also be grouped
megatrends such as
on the background events.

into eight

Dangerous driving by the elderly

Labor shortage due to declining
birthrate

Depopulation and weakening of rural
areas
Shortage of doctors in rural areas

Spread of dementia

Spread of lifestyle-related diseases

Resource shortage

Waste pollution

Decrease in-office working hours

Pursuit of greater efficiency

Increase in the number of foreigners

Smart city/smart life
Energy shortages and risks
Increasing severity of disasters due

to climate change Increased danger
of disaster relief/response

Automated driving

Robots

Remote work technology

Telemedicine

Preventive medicine

Data security

Reuse of resources
Waste disposal
Image recognition, speech
recognition, etc.

Various sensor
technologies

Translation technology

Clean energy

Climate projection

Drone

Figure A

Women respond to a wide range of
technologies and solutions

By
0
r

gen
t be i
driving
a wide

OWast e

Women also
would solve a w

0
r
d

der , mends answer s
mpl emented in soci
and oOoOMachine trans
ange of

expressed hope that these technologies
ide range of problems.

Male Female

Technology

Issues in the
background

Issues in the

background Technology

Automated driving (1)

Automated driving (2)

Automated driving (3)

Healthcare data

Telework

Robots

Machine translation (1)

Automated driving (4)

Automated driving (5)

Machine Translation (2)

000000000

Shortage of doctors in

Traffic accidents (1) rural areas

Telemedicine (1)

Dangerous driving by

the elderly Waste disposal

Pollution control

Prevention of gobal

Life of the elderly Solar power generation

introduction of Al by
Disease prevention eTgeverimat Convenient life

Population e
concentration Automated driving Traffic accidents (1)

Hazardous work Diagnostic imaging Shortage of doctors

Diversification of

culture Eocsl B

D

Disaster prevention

Safe society measures

Alternative energy

Rush hour congestion Robots Nursing care problem

Social advancement of
the disabled

Shortage of medical

Telemedicine (2) resources

Technologies with divided evaluations

In this survey, evaluation was divided for some

technologies.

oOoPersonalii

case of
educati

the
of

For example, in

zation

will be no standardized class, and each student will be

able to receive

a customized education, but the school

system as a place for group education will become a
subject of discussion. It is suggested that there is a

need to study

0demogr ap hechnologigsa n g e 6
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3. Public relations tool to improve the recognition and

understanding of Society 5.0

SDGS PROJECTS

Q Entertearms

The Future Society Initiative SDGs Project lists research projects at the University of Tokyo that contribute to the United Nations' 17 Sustainable

Development Goals, with the aim of promoting synergies between research activities and ensuring the social impact of value created by these

projects. 194 projects have been registered as of 2020-7-15. See this portal page for information on how to register your project (on-campus access

only)

Projects

sl
' .. ‘
L 4
Zan™ Dkl V
=

The

i

(Source) Univers

It is also necessary to improve the recognition and
understanding of Society 5.0 by utilizing various public
relations tools such as case study collections, videos,
SNS, and icons. Here are some of them.

For the general
o public

5 ©

Information
dissemination
on SNS

Websites

Information
dissemination by
distinguished

Development persons

of icons

Higher
recognition

Production
of videos

Higher
understanding

VR and other Society 5.0

mock experiences

people
Examples contributing to Society 5.0

One example of case study collections contributing
t o Soci ety 5.0 i s t he
0Soci ety Initiative SDGs
website you can check various innovations, projects,
and the like of the University of Tokyo for the
realization of a future society based on a classification
of the 17 goals of the SDGs.

Case study collections that classify innovations in
accordance with the 17 targets of the SDGs include

oKeidanrenSDGs.com, 6 whi ch
SDGs website, and the
studi es Ol nnovation for
Examplesdéd by B20 (see page
For example, they introduce ways to achi eve a safe
transportation system by using face recognition
technology, and ways to optimize and improve

efficiency by using drones and Al to make the
agriculture, forestry and fisheries industry, which
lacks labor, sustainable.

31

oo | 10 85,

Chai lleugu: ind needs of LGBT Mu ogr:phy Social Cooperation

Establishment of Notwork

Examples of problem -solving innovations leading to
the realization of Society 5.0 like these need to be
continuously collected and presented.

Production of Society 5.0-related videos

A video provides a more concrete picture of Society
5.0 and is an effective tool for improving recog nition
and understanding. As part of this joint research,
Keidanren produced a video about Society 5.0 titled
020XX in Sfo @uir Eutuye créated through
Digital Transformation. 6

Establ

( Sece

i shment of o6Theater 5. C

As an awareness-raising activity for Society 5.0 for
SDGs, wedbre | aunching a pl at
comprehensively <collects vid
initiatives for Society 5.0 for SDGs.

We hope that this platform will help many to better

Un i v eundeistand Sooidty 510 ddr WBDGs s by Eembnstratng
P r &igwecorhpanieswaeeb issing digital t@msformation o

solve challenges and create value.
Other

Other public relations efforts could include
launching a website, having distinguished persons
post on SNS, and creating a Society 5.0 icon like SD Gs

i BoxZ%3)- i wonld @lsp Begworth gopsideriag pgowiding

or gani PeOPl§ With gnsopporgnity © damiliagze thgmselves s e
S DVeitls Sogiety 54 iging ney fegAqiopyp Juch as virtual

3 eexperiences through VR.



Chapter 2 Current Status of the Understanding of Society 5.0 and Measures to Improve It

—Box 2.1: Video showing examples of Society 5.0 for SDGs

3 ]7 PARTHERSHIPS
i \ml l&luc FORTHE G0ALS

As an awareness-raising activity for Society 5.0
Telemedicine —W/* @ for SDGs, we created a video to show its concept

+Capsule and examples.

surgery Real-time translation

This video consists of four specific examples of

- (1) telemedicine and capsule surgery, (2) real -time

10 o 4 R translation, (3) virtual reality (VR), and (4) brain &
=) " & machine interface, along with (5) animation of

i Brai developments from Society 1.0 to Society 5.0.
machine

interface The four examples show technologies that are
expected to be implemented in society in the future,
and describe how those technologies can solve
problems and create a better future.

VR + Sports

In the animation section, it is shown that Society
5.0 will not aim to transform technology and the
like but will transform society as a whole.

We also created a short 1 -minute -and-30-second
version that brings together four scenes and
emphasizes Society 5.0 f
transformation can create

—— Box 2.2: Identifying technologies contributing to Society 5.0 and promoting R&D —,

Although there are various technologies that contribute to Society 5.0, if we collect concrete examples of Society
5.0 from companies and wuniversitiesd r eissehatrmany peapledxpecety
be implemented in society first, we can help to improve the recognition and understanding of Society 5.0.

Issues and constraints expected Technologies that [
invoked a high respanse Examples of research initiatives

ADepartment of

Overcoming language barriers ~——— Machine translation Microsurgical Mechanical
Robotic Engineering, Graduate
Health promotion/reduction of | School of Engineerin
eople requiring nursing care S i 9 o
people requiring g L Telemedicine Neurosurgery the University of Tokyo

Eliminating medical disparities of AMitsuishi  Harada
rural areas and remote islands [ Laboratory

Improving mobility convenience Automated driving ADept . 3, Institute of

Expansion of transportation means Self - Industrial Science,
for the elderly — Localization the University of
Tokyo
AKamijo Laboratory

" X Public transportation
Zero traffic accidents operated using Aland  loT

Reduction of traffic congestion —

Effective use of energy Acenter for Advanced

Reduction of gre_enhouse gas Ubiquitous Power &
emissions Highly efficient solar Power Environmental
Reduction of energy costs power generation et Technology (APET),
the University of
Reducing food waste Low -cost waste treatment Tokyo

" Box 2.3: Iconifying Society 5.0 for SDGs

One of the main reasons why SDGs have become so popular

@ y 7ERO is that they have simple icons representing the 17 targets.
Al & HUNGER To improve the recognition and understanding of Society
5.0, it is also conceivable to iconify the elements representing
T ((‘ Society 5.0 and present the contents of Society 5.0 in a visually
ey Ve easy-to-understand format.

In doing so, it is likely that more people will use icons if we
created some starting with those for technologies for which a
high degree of response was shown in the questionnaire survey
on companies and investors.

Cloud
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4. Approach to influential institutions

Cooperation with national and international
organizations is essential for the international
development of Society 5.0 for SDGs. The following are
the influential institutions that should be approached
in particular.

Business and economic organizations

At the 2019 Tokyo Summit, Business 20, which
comprises economic organizations from twenty major
industrialized countries, adopted a joint declaration on
0Society 5.0 for SDGs. 0
cooperate with economic organizations belonging to B
20.

The World Economic Forum, which hosts the Davos
Conference, is leading th e way in setting the global
agenda on economic and social issues, and a strong
approach is required.

The World Business Council for Sustainable
Development (WBCSD) is working with Keidanren on
the information dissemination of Society 5.0, and will
present its vision for the next 30 years at the 2020
Council Meeting in Tokyo. Further cooperation is
important.

In addition, it is necessary to collaborate on Society
5.0 for SDGs with economic organizations which aim
to solve global problems, such as the Interna tional
Chamber of Commerce (ICC).

Investors, financial institutions, and
rating agencies

Initiatives such as the PRI and TCFD 8 are aligned
with the society that Society 5.0 for SDGs aims for. It
is necessary to encourage the inclusion of Society 5.0
for SDGsd concept of
solving through innovation, among others, in the
activities of these initiatives.

In addition, we need to encourage the World
Benchmark Alliance, GRI, and ESG rating agencies to
improve their recognition and under standing of the
importance of Society 5.0 for SDGs, and to deepen
discussions on how to cooperate with each other.

Universities and research institutions

It is necessary to encourage universities and
research institutions in and outside Japan, such as the
Brookings Institution engaged in research on SDGs,
and international initiatives in the academic world
such as Future Earth, to respond to Society 5.0 for
SDGs.

Governments and international
organizations

8 It is comprehensively presented in Box 1 of the GPIF and the
il ncorporating
into

Worl d Bank
Governance

(2018)

(ESG) Factors

economi-c

Fi xed
33

In order for the public and private sectors to work
together on Society 5.0 for SDGs, it is necessary to
reach out to the United Nations, UNDP, the World
Bank, International Union for Conservation of Nature
(IUCN) and other international organizations, in
addition to the governments and ministries concerne d,
for their understanding and cooperation.

Young people and future generations

It is necessary to showcase the concept to young
peopléh and Ifulure geoamations; wkeo are dhe main
players of the realization of Society 5.0 for SDGs, in a
way more familiar to future generations by utilizing
SNS, video, and the like.

Other efforts (toward improved
recognition and understandinq)

Improving recognition and
understanding through cooperation
among the three parties

The three parties of Keidanren, the University of
Tokyo, and the GPIF should work together to improve
the recognition and understanding of Society 5.0 for
SDGs.

Continuation of collecting examples

We will continue to collect specific examples and
videos that will contribute to Society 5.0 for SDGs to
ill ustrate the concept.

Widealiety 8fpubBlicrBlafdhs activities

It is necessary to advance the creation of various
publicity tools which intend to improve the recognition
and understanding of Society 5.0 for SDGs. For
exampl e,
SDGs6 for corporate
Society 5.0, new videos, or tools using virtual reality
and computer graphics to experience Society 5.0 can be
considered.

Participation in and promotion of rule-
making at international organizations

In response to international initiatives and
standards on technology and sustainability, it is
necessary to actively approach influential institutions
in order to formulate international rules that will
contribute to the realization of Soc iety 5.0.

Environmental , Soci al and

Il ncome I nvestment. 0O

OCEO Gui dgSocietye590 fof or
manager s



Economic and Social Impacts

Summary

What are the opportunities for
companies, investors, and society as a
whole to be provided by the
realization of Society 5.0? This
chapter describes the reasons for the
economic and social impacts of Society
5.0 and provides a quantitative
analysis of them.

First, the reasons Society 5.0 has
such a huge economic impact include
that it utilizes Al and robotics to  boost
productivity, expand new demand,
optimize inputs, and accelerate
economic transactions.

Also, the reasons for the social
impact include the elimination of
individual constraints and the
resolution of various social issues, the
simultaneous resolution of all issues,
inclusive  growth  through  the
dissemination of high -quality products
and services, and compliance with
various ethical standards.

According to quantitative analysis,
if Society 5.0 is realized, new growth
opportunities in each industry would

34

amount to 36.2 trillion yen in the
next-generation healthcare field, 21.3
trillion yen in the smart mobility field,
and 19.3 trillion yen in the next -
generation energy field.

If all of these technologies are
implemented in society, 250 trillion
yen will b e created as a new growth
opportunity in 2030, and the
cumulative investment required to
realize this will be 844 trillion yen. At
the same time, it has been found that
it will have social impacts such as
improving the wage gap between men
and women and reducing CO:
emissions.

Finally, looking at the future
industrial shape to be achieved by
realizing Society 5.0, this chapter
discusses a change in the industrial
structure in the process of realizing

Society 5.0, examples of an
anticipated industrial struct ure based
on various surveys, and future

challenges.
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Chapter 3: Economic and Social Impacts of Society 5.0
(Overview)

This chapter shows the economic and social impacts
of realizing Society 5.0.

| 2 perspectives |

Why it has impacts? What impacts does it have?

Introduce the estimates made by
Nomura (2020) regarding the
economic and social impacts in the
case of realizing Society 5.0

The reasons for the economic and social
impacts are summarized into four
categories based on various discussions.
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Economic impacts Social impacts

With the realization of Society 5.0, the following A5 \women advance into society, the gender
results were obtained for each industry

wage gap will improve tc85%by 2030.
Growth

Industrial sector Market size 86%

(excerpt) Opp((;l‘(‘gl:jggl)tles (2030) Wage ratio between men and women

84%

Nextgeneration
healthcare 36.2 95.1 82%
manufacturing 80%
Smart mobility 21.3 64.4 o
’ =o= Societys.0case
Smart living 18.9 46.0 o Baselinease
Next—generation 2000 2005 2010 2015 2020 2025 2030
onergy 19.3 37.4

Society 5.0 will also creat2 50 trillionyen ~ Thenumber of employed people aged 65 or
older increased byapproximately 1 million

in growth opportunities throughout Japan.
The cumulative amount of investment required
L _to achieve this goal i844 trillion yen

|
|
|
|
|
|
|
|
|
|
|
: Digitization of 285 108.0
|
|
|
|
|
|
|
|
|
|
|
|

Organize various discussions and

Consider changes in the industrial present concrete examples based on
structure in the process of realizing the results of the questionnaire

Society 5.0. survey on companies and investors
and other materials
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Opportunities Provided by Society 5.0

Why Society 5.0 Has Economic Impacts

Society 5.0 has many economic impacts by solving
individual constraints and challenges (needs). There
are four main reasons for this.

Substitution of markets through new
products and services

/lTI»@

Plows

»

AN

Drones, robots, etc.

Tractors

The development of digital technologies is expected
to create products and services that can solve existing
needs more optimally and efficiently.

For exampl e, in the
fields with
plows and hoes, but now it is efficiently realized in a

short time by tractors.

past,

If smart agriculture is real aized, robots and drones
will be able to meet the needs more optimally and
efficiently. In other words, conventional products and
services will be replaced by those contributing to
Society 5.0.

Enabling approach to meet potential

demand

Certain needs were met, but
not all the needs of diverse
people were met

Creation
of new
demand

True need
(potential
demand)

Certain needs
that are already
met

Society 5.0

Will be able to meet all the
needs of diverse people

I n Society 5.0, by
behaviors, and purchasing data, it will be possible to
highlight the needs of consumers, especia lly real needs
that are not yet clear (potential demand).

On the other hand, by digitizing factories and
introducing robots, 3D printers, and the like,
companies will be able to produce and provide products
and services customized to the diverse needs of
consumers.

By enabling consumers to meet their needs more
deeply in both supply and demand, we will create new
markets and create new value.

e a s e 6 usingalabor withl y
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Cost reduction through drastic reduction
of production input
o &

Laborinput @ @
_—)—
Intermediate 7/‘L 7‘% @\ -~
input of raw - iy
7‘/b 10T Robots
-

materials
Until now

A

Society 5.0

oL

As technologies contributing to Society 5.0, robots

are replacing the labor force of simple workers, and Al
is replacing the labor force of intelligent workers. In
addition, by optimally managing the supply chain and

t Ysiad ofher dmgans, ghe inpyit, qf gayy imatgrials gnd
gnsray rq:glg)red to provide products and s ervices can
be made more efficient and the input can be reduced.
This greatly reduces production costs.

Furthermore, higher price competitiveness due to
cost reductions will lead to increased demand for those
products and services.

Acceleration of economic transactions

I

Factory

8
=
2
s
£
g
@

Consumer

Retail and
wholesale

Technologies contributing to Society 5.0 will greatly
improve the efficiency and time required to complete
the entire transaction (production, delivery, and
settlement of goods and services).

anal yzi ngFagtes Hansaetiens ef goods @nd servicestnat on ly

reduce the stress of economic transactions but also
accelerates the speed of transactions and increase the
amount of economic activity per hour.

In this process, the utilization rate of
transportation machinery, equipment, and the like is
increased, and the production cost is also reduced.



Chapter 3 Economic and Social Impacts

Why Society 5.0 Has Social Impacts

Want to be
able to work

Utilizing digital transformation to solve various problems

Want to reduce

anywhere

Want to be able to get

Needs of individuals

energy costs

Needs of society

Want to cutting -edge medical Want to
. . . Want to create a
move easily care everywhere Diverse constraints and Various reglonal child -rearing create a
A . : : ircular
j val f individual issues and values environment circu
Want to reduce Want to enjoy alues of individuals economy
entertainment
the burden of anywhere Want to
housework yw W Want to extend healthy life eliminate traffic
antto expectancy for the elderly accidents
Want you to communicate with °
receive what people from = Want to Want to
you want various countries develop the eliminate traffic
immediately Want to live HEg economy. accidents
comfortably Want to alleviate climate
change
Common constraints Global issues and values
and values
Society 5.0 will have many social impacts in Inclusive g rowth

addition to many economic ones. The main
as follows.

Solving individual limitations and
resolving social issues

Society 5.0 is a concept that aims for economic
growth by eliminating
social problems.

For example, technologies contributing to Society
5.0 can reduce traffic accidents and congestion,
increase mobility for the elderly, revitalize rural areas,
reduce medical disparities of rural and remote islands,
lower electricity costs, and reduce food waste.

Example: revitalization of local areas and

enhancement of local natural and cultural values

Technologies contributing to Society 5.0 will make
it easier to access previously undiscovered local nature
and culture, leading to increased value for local
resources and revitalization of local communities.

More specifically, automated driving, multilingual
translation, and haptic technology that simulates a
travel experience are technologies that help foreign
tourists gain access to rural areas.

Sol ve alll chall
simultaneousl!l yo

enges

Society 5.0 will build a structure that collects a
variety of social data, uses Al to identify optimal
conditions for society as a whole, and uses the loT and
robots to execute efficiently. As a result, multiple
social issues will be solved optimally and
simultaneously .

reasons are

A
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Society 5.0 will bring inclusive growth to people.

For example, data on the advanced skills of skilled

workers, the introduction of robots with more complex

movements, and the like, will make it easier for high -
quality goods and services to become widely available

peopl e &isPricepthat wilk enablg @ yidey range of pgoRlg tg g

obtain such goods and services.

Powered suits that support individual movements
also enable people with disabilities to live and work in
the same way as people withou t disabilities.

Respect for various ethical standards

Unlike the fourth Industrial Revolution, Society 5.0
is a concept that aims not for a better industry but for
a better society. Therefore, the realization of Society
5.0 includes compliance with ethical standards in
corporate activities.

Compliance with ethical standards for innovative
technologies

Innovative technologies such as Al can have a
negative impact on society through misuse. For this
reason, both domestic and international ethical
standards, su c h as t he internati
Ibrp'mq':ima]ldsldyhear;idpanese goverl
Principles of Human -Centri c Al 6 must
with.

Sustainable relationships with diverse stakeholders

To realize Society 5.0, it is essential to engage
diverse stake holders and build long -term and
sustainable relationships with them. Companies will
promote their efforts based on the Charter of
Corporate Behavior and international standards for
the environment and human rights.

9 https://futureoflife.org/ai-principles-japanese/
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New Opportunities Provided by Society 5.0 (Quantitative Analysis)

Growth opportunities created by Society 5.0 and the

amount of investment required

Growth opportunities and market size

created by Society 5.0, and the amount of

investment required

Nomura (2020) 10 shows the
opportunities (added value) in each industry that will
be created when technologies contributing to Society 5.0
are implemented in society, and the size of the market
in the new field. This section provides an overview of
the opportun ities provided by realizing Society 5.0,
presenting the macroeconomic growth opportunities
and required investment amount that would arise if
technologies contributing to Society 5.0 were introduced
to the full extent.

Next-generation healthcare

36.2 trillion

yenos
opportunities in next-generation healthcare

As Japanos
healthcare industry is expected to benefit the most from
innovative technologies, with a growth opportunity of
36.2 trillion yen in 2030 and a market size of 95.1
trillion yen.

For example, increasing healthy life expectancy
through early detection and treatment of disease
through data healthcare can improve the

travel and time costs and facilitate advanced medical
care in rural areas and remote islands that has been
difficult due to distance constraints.

NOMURA

Future Economic

new growth

productivity
of older workers. Telemedicine services will also save

Koj i So€iqy05200fpr:SDA% 6 Creating
Assessments. 0
Century Public Policy Institute and Professor at Keio University
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In addition, robots that reduce the burden of nursing
care will help prevent skilled workers from leaving
their jobs to care for sick family members, creating a
new growth opportunity worth 11 trillion yen, with a
market size of 30 trillion yen.

Innovative drug discovery utilizing Al wil | enable
the development and provision of new drugs tailored to
individual attributes, leading to the creation of new
demand. This alone represents a growth opportunity of
8.6 trillion yen and a market size of 22 trillion yen.

21.3 trillion

yenos
opportunity with smart mobility

Smart mobility, such as _automated driving, urban
timiZ3ti n, ard Earosﬁbo(riﬁg, ill significantly
change the face of mobility and create new growth
opportu}nip]e% of 2n1.g> )t(riltlion yen and a market size of

B4.4 trillion yen.

For example, effective use of travel time and
efficient travel routes achieved with automated driving
will lead to increased labor productivity and the
creation of new demand in all industries.

At the same time, the efficiency of the energy
required for operating vehicles will be improved so that
the energy can be used without waste.

In addition, more people will be able to use a variety
of faster logistics services by automating and
streamlining logistics such as with delivery robots,
drones, and automated ships. In the field of logistics
services, there will be a market expansion of 12.1
trillion yen, and a grow th opportunity of 5 trillion yen
will becreaigedy j e ¢ t t he

Leader at

21st



Chapter 3 Economic and Social Impacts

Digitization of manufacturing

285

trillion

28.5 trillion yends wolrot.h3 otfr iolplpioornt uynei ntdys iwo |

digitization of manufacturing next-generation energy

In addition to digitizing production processes and Next -generation energy will contribute to balancing
product lifecycles, the introduction of unmanned the economy and the environment, and its
factories and collaborative robots will replace human implementation will bring a new growth opportunity of
labor and significantly increase productivity in the 19.3 trillion yen and market size of 37.4 trillion yen.

manufacturing industry. For example, the construction of systems for

Furthermore , by providing high -quality products at hydrogen power generation and hydrog en storage and
popular prices through the use of data on the intuition transportation will bring about a new market size of 8.3
and experience of skilled workers, and realizing trillion yen and a growth opportunity of 3.5 trillion yen
production that meets the diverse needs of consumers, in 2030. In addition to next -generation floating wind
such as shift toward service industry of manuf acturing power generation and supercritical geothermal power
and 3D printing, there will be a growth opportunity of generation, carbon c apture technologies such as CCUS
28.5 trillion yen in total manufacturing and a new and artificial photosynthesis will also create growth
market size of 108 trillion yen. opportunities.

Smart living

trillion

145t r‘i llion yenos worth)Sg)f[g tﬁ’rdsﬁlﬁlti\y?ni tyyena?ts WO |
FinTech/InsurTech pportunify i rtlividy

Smart products that make life  more comfortable for

FinTech, which focuses on cashless payments and many people, such as home robots that replace more
more efficient accounting operations, and InsurTech, complex and skilled domestic work, will be introduced
which  focuses on improving the profitability of to general households. The new growth opportunity of

insurance services and creating new health -enhancing smart living technology is expected to be 18.9 trillion

services, offer a growth opportunity of 14.5 trillion yen yen and the market si ze will be 45.9 trillion yen.
and a market size of 36 trillion yen.
Of these, domestic robots, which help bear the

_ FinTech alone expects a growth opportunity of 8.6 burden of housework and offer comfortable living, have
trillion yen and a market size of 20 trillion yen. a growth opportunity of 14.5 trillion yen and a market
The InsurTech market alone will create a growth size of 34.8 trillion yen. In addition, technologies that
opportu nity of 5.9 trillion yen and a market size of 15.5 change the way people work at home, such as those
trillion yen. that enable telework, will be introduced to realize a

work -life balance.
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Smart agriculture 7.0 trillion yends
- F - opportunities in smart agriculture

Smart agriculture, which utilizes artificial
intelligence and drones, will greatly improve
R production efficiency and reduce the burden on
trillion e - farmers. The new growth opportunity of smart
yen agriculture will amount to 7 trillion yen and the
b market size will be 15.1 trillion yen.

4.4 trillion yen in cybersecurity

As the integration of virtual a nd real space
advances, the impact of cyber attacks will have

a more direct impact on the real world, } 4 O
increasing the importance of cybersecurity. In . ;
the field of cybersecurity, a growth opportunity , trillion
of 4.4 trillion yen and a market size of 15.8 ! il yen

trillion yen will be created. ‘ ' T 'V

2.8 trillion yenos
opportunity in digital entertainment

New technologies such as VR and AR will
2 8 : bring new experiences and value to

’ ' entertainment such as live performances,
sporting events, and games, creating 2.8 trillion
yenods worth of gr owt h
trillion yen as the market size in 2030.

trillion
yen

Growth opportunities for cross-sectoral

fundamental technologies, products, and services

Cross-sectoral fundamental technologies Cross-sectoral products and services

Smart cities Low carbon

f -
P s N
i N (N,
[ ,J_.' ; o~

55 F 30

trillion trillion trillion trillion "5y trillion

V"8 yen . yen yen — yen

Economic impacts of cross-sectoral technologies, products, and services

Society 5.0 will create significant growth opportunities based on cross -industrial technologies
(IoT, Al, robots, and 5G).

In addition, the combination of products and services provided across industries also will create
significant growth opportunities.
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Summary of estimation results

New areas of Next-generation

Next-generation

business hesliheae Smart mobility energy Smart home FinTech/InsurTech é
(technology)
. Social .
i"rlf/;esatlrsri:]nt | imp::g]e:;la;;oyn o issues/?:?le\gt?r?g value
R e TS
economic cycle e ————— o

=

If all the new technologies envisioned in the model are implemented in 2030

In the accumulation of fields In the accumulation of fields

Image of the
Japanese Growth opportunities The cumulative gmountof
investment required
economy

25Q trillion yen

844 trillion ven

Nominal GDP

900 il

(Market size)

(760 trillion yen)

(Note) Nominal GDP is based on 2015 and does not factor in actual economic growth rates for the four years from 2016 to 2019

(Source) Nomura (2020)

(Reference: Sakakibara vision (2015): Nominal GDP of 833 trillion yen, average growth rate of +4.0% in 2030)

New growth opportunity and market size
of 250 trillion yen in Japan as a result of
Society 5.0

Nomura (2020) estimates that the accumulation
these new technologies in new fields will lead to a new
growth opportunity of 250 trillion yen and a new
market size of 760 trillion yen in Japan in 2030, if the
impacts of these new technologies spread to people and
society as a whole, including the v italization of
consumer activities.

Image of estimation results

(nominal GDP per ,

If the realization of Society 5.0 goes well, there
can be a new growth opportunity of 250 trillion
yen, nominal GDP of approximately

900 trillion yen  (Note)

trilion yen) ..
#1000

800

600

Baseline case:
Approximately 650 trillion
yenin 2030

400

-

=

1960 1970 1980 1990 2000 2010 2020

(Note) Nominal GDP is based on 2015 and does not factor in actual economic growth rates for
the 4 years from 2016 to 2019

200

(vear)
0

2030

The amount of investment funds needed
to realize Society 5.0 is 844 trillion yen

The amount of cumulative investment required to
realize Society 5.0 is estimated at 844 ftrillion yen in
total.

Society 5.0 can contribute to us the
improvement of labor productivity

In addition to the new growth opportunities in the
macro economy as a whole brought about by the
realization of Society 5.0, Nomura (2020) has also made
a comparison of labor productivity levels between
Japan and the United States when such opportunities
are realized.

The result shows that, although there was a 0.36
point difference in labor productivity between Japan

of
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and the United States in 2015, the labor productivity in
Japan will reach the current level of t he United States
in the late 2020s, and the labor productivity gap
between Japan and the United States will be reduced to
0.11 by 2030.

On the other hand, the gap in labor productivity
between Japan and the U.S. may not be narrowed or

may wi den iafldressesocidktyp ;00 t
1 &
o
Q{Pd“
08 & ase where
D.35I 9 Scocle!y[SOis

realized

Baseline case

(Source) Excerpt from Nomura (2020)

1955 60 65 70 75 80 85 S0 95 2000 05 10 2015 20 25 2030

ASoci al acceptance of

condition for a virtuous cycle

Based on an economic model, it appears the
introduction of technologies that contribute to Society
5.0 wi || l ead to t he
virtuous economic cycle, which will improve
competitiveness, expand production, increase income
and consumption, and | ead to further investment in
new technologies.

On the other hand, if there is no social acceptance of
Society 5.0 and related technologies, there is a
possibility that production, income, consumption, and
investment will not increase and the virtuous cycle  will
stop somewhere. In that case, it would be difficult to
reap the huge benefits from Society 5.0.

Therefore, mainly in academia, it is necessary to
deepen research not only on the technical aspects of
Society 5.0 but also on the institutional design fo r
social acceptance.

daut on



Social impacts created by Society

5.0

Creating social impacts through
Society 5.0

Next, we introduce the social impacts created by
introducing technologies that contribute to the
realization of Society 5.0 into an economic model based
on Nomura (2020).

Society that meets diverse needs

10.5% of manufacturing companies create new value

The manufacturing industry, where 3D printers,
innovative drug discovery, and smart cell ind  ustry meet
individual needs and create new value, will account for
10.5% of the added value created by the entire
manufacturing industry.

Society in which everyone can
demonstrate diverse talents

The number of employed people aged 65 or older to
increase by 1.05 million

With power suits in smart agriculture, nursing
robots, and the increase of telework, participation in
the labor market by the elderly aged 65 or older will
increase by one point five million compared to 2015.

Home robots to be installed in a bout 45% of

households

Home robots will be used in 45.5% of all households,
greatly reducing the burden of housework. As a result,
womends participation in
for raising children can be further enhanced.

Narrowing wage gap between men and women

The wage gap between men and women (wage gap
after adjusting for attributes other than gender) will be
narrowed, leading to a more equal society.

Wage ratio between men and women

85% P
Case where Society
5.0isrealized  |[EEEENG* S ANNRTTELLLS
80%
75%

* Male wages/female wages (wage gap after adjusting for
differences in labor attributes other than gender, educational
background, age, type of employment, and industry)

(Source) Nomura (2020)

Facilitating communication with the disabled and
the elderly

Conversation aids such as a brain dmachine interface
(BMI) are widely used by 85.6% of the elderly and
people with hearing and speech impairments, enabling
smoother communication.
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Society where opportunities are available
anytime, anywhere

Labor income to in crease by 2.4% due to the spread
of telework

Telework will spread throughout the country,
boosting labor income by 2.4%.

Society where people can live with peace
of mind and challenge themselves

Securing of approximately 5 billion loT devices

About five bi llion 0T devices in Japan will be
secured through cybersecurity and Al -enabled accident -
prevention measures.

Introduction of disaster information linkage system

A disaster information linkage system will be
established to provide residents with quick and  reliable
disaster -related information when a disaster occurs.

Optimization and of infrastructure

maintenance costs

leveling

Drones, Al, and sensors can be used to prevent
infrastructure accidents and to optimize and level the
costs required to maintain  them.

Society where people can coexist with
nature

The introduction of next -generation energy

S 0 Cdcthblogies il ithprovdleBerg effi¥idndy 0 N me n t

Improvement of international indicators
(projections based on the estimates)

According to the estimate by Nomura (202 0), Society
5.0 has the potential to further improve international
indicators calculated by international organizations.

The Global Competitiveness Index

Technologies that contribute to Society 5.0 (telework,
home robots, etc.) are expected to improve item s for
which Japands score is parti
Competitiveness Index (GCI) published by the World
Economic Forum, such as workforce diversity and
digital skills.

Sustainable Development Report (SDGs Index)

It is expected that the wage gap between men and
women and the time spent on domestic work, for which
Japan®s scor e i s parti cuby-ar/
country SDGs index published by the Bertelsmann
Foundation, will be further improved through the
introduction of domestic robots.
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—Box 3. 1: Worl d Economic Forum
Japanbs I nternati onal Compet.

The World Economic
Forum, which is famous for
organizing the Davos
Forum, publishes the
Global Competitiveness
I ndex (GCIl) i1
Competitivene:
and it summarizes the
international
competitiveness of each
country.

The index scores twelve
categories in four areas:
overall score, enabli ng
environment, human
capital, markets, and
innovation ecosystem.

(Source) Excerpt from WEF (2019)

Japan ranks 6th in the world and has the highest score in the health field in the world. On the other
hand, Japan ranked 42nd in macroeconomic stability, 28th in education and skills, 19th in legal
framework, 17th in business dynamism, and 16th in labor market.

In terms of individual indicators, workforce diversity ranked 106th, credit gap 138th, complexity of
tariff 107th, social capital 90th, critical th  inking 87th, and digital skills 57th.

—Box 3. 2: The Bertel sman

(Source) Excerpt from Bertelsmann Stiftung (2019)

Bertelsmann Foundation, which was founded by the German media conglomerate Bertelsmann
AG, publishes its annual 0OSustainabl e Devel op me
towards SDGs.

According to data f rom the latest edition (published June 2019), Denmark (score: 85.2) received
the highest rating for achievement of SDGs. Japan is ranked 15th (78.9) in the world and the
highest in Asia. The score improved by 0.4 points from the previous year, with the pro motion of
SDGs by Japanese industry led by Keidanren recognized as one of the positive efforts.

On the other hand, the average score of OECD member countries improved by 0.9 percentage
points from 2018 to 2019 (to 77.7 from 76.9), and that of East, Southea st, and South Asia also
improved by 1.6 percentage points (to 65.7 from 64.1). Therefore, further efforts are required of
Japan.

In the case of Japan, the report identified gender equality, responsible production and
consumption, climate change, and partne rships in particular as areas requiring improvement.
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