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For most Japanese corporations, creating 
innovation has consistently been an old and a 
new business challenge. Traditionally, 
innovation in Japan has taken place either in the 
corporations’ own Research and Development 
(R&D) centers or by making investments into 
R&D; innovation has always been realized only 
through continuous improvements in 
technology. We often come across the so-called 
“open innovation,” yet in most cases, it simply 
stands for joint research with other 
corporations under the rigorous agreement on 
confidentiality or property rights. Therefore, 
open innovation is still an ‘inward-looking’ 
phenomenon, which runs far behind global 
trends in terms of speed and scale. 

Today, the pressure for businesses to adapt is 
higher than ever before, and Japanese 
corporations are no exception: they also face 
tough global competition against foreign 
corporations. Most competitors have recently 
developed and adopted various and rather non-
traditional approaches in the global market. 
This extends not only to large multinational 
corporations, but also includes medium and 
small-sized enterprises in emerging markets, as 
well as entrepreneurs who tend to quickly 
address market needs by introducing innovative 
products and services to the market. They have 
contributed to solving issues that society faces 
today (we refer to them as ‘social issues’), and 
are praised by customers worldwide for their 
impact. Moreover, they often collaborate with 
the organizations including NGOs and 
governments that have so far been considered 
as “business outsiders.” 

Moreover, advances in information and 
communication technology are transforming 
the classical industries that form the backbone 
of the country’s comparative advantage. 
Generally high social standards including long-
term employment are part of the social contract 
that protects social peace and high productivity 
in Japan. However, this dynamic also means 
extra costs for companies, and raises the 
fundamental question of how to succeed in the 
face of international competition, while also 
maintaining high standards. Past achievement, 
a skilled work force and a large capital stock are 
no longer a guarantee for future success.  

What is then the way forward? We have to 
understand that at the global level, there are 
many players who have already demonstrated 
the power of open innovation. One prominent 
example that is a novelty to Japanese 
consumers is Chotukool, a simple, low-cost 
refrigerator developed by Godrej, one of India’s 
major industrial conglomerates, in cooperation 
with local NGOs. The product was developed to 
serve people who have only limited or no access 
to electricity, for example in rural areas. This 
blueprint for corporate value creation is still 
uncommon in Japan. 

As public and private actors inside and outside 
of Japan seek to boost competitiveness, it is 
important to be aware that the formula for 
value creation is changing, as is explained in this 
report. Stakeholder expectations regarding the 
role of business in society are rising. Demand 
patterns are shifting. Numerous new markets 
are coming on stream, such as the USD 5 trillion 
Base of the Pyramid (BoP) market, the USD 540 
billion global virtuous consumption segment, 
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new markets driven by total resource 
productivity imperative and the emerging 
circular economy, as well as the modernizing 
welfare state. Both for the current members of 
the Fortune Global 500 and those that aim to 
join it, many of their next customers are likely 
to come from the BoP; similarly, many 
companies who have historically served 
emerging markets are gradually joining the 
Global 500. Companies from Japan have 
brought to market many pioneering products in 
the past. But they now need to pay attention to 
the rise of impact capitalism and look for 
corporate opportunity that weds profit and 
impact in order to expand the innovation 
horizon and to remain relevant in the global 
economy. 

One of the most efficient methods to seize this 
corporate opportunity or open innovation is 
Corporate Impact Venturing—an approach 
invented by Dr. Martin that has been attracting 
corporations’ interest globally. At the core of 
Corporate Impact Venturing is the idea that by 
investing in the businesses which focus on 
solving social issues, the corporation would be 
able to access new markets and business ideas 
that are otherwise difficult to reach through its 
conventional business model and that by 
creating synergies with the investee’s 
technologies and know-hows, the corporation 
would be able to access fresh innovation. It 
might be difficult for many Japanese 
corporations to accept the idea of collaboration 
with external organizations in order to access 
and create innovations in practice. However, in 
order to improve their presence in today’s 
diversified and constantly changing global 
markets, Japanese corporations should 
recognize Corporate Impact Venturing as a new 
business strategy that can enable their 
engagement in venturing through impact 
investing. 

As the global economy is changing and impact is 
emerging as a driver of value, the mega-drivers 
of the emerging paradigm of impact capitalism 
are in the process of creating new multibillion-
dollar markets. To access them, companies 
increasingly need to find new ways to source 
innovations that generate profits and impact. 
Success will not be achieved without investing 
in innovation. The report shows how Corporate 
Impact Venturing provides the way forward for 
firms in any industry and a frame of reference 
for innovators such as social intrapreneurs. It 
combines corporate venture capital’s power to 
innovate with an intentional aim to realize 
positive social and environmental outcomes. In 
practice, this takes the shape of the creation of 
new ventures and investing in existing ones, all 
through the lens of sustainable value creation. 

This report, written by Dr. Maximilian Martin of 
Impact Economy, is based on four years of 
research. The Japan Research Institute is 
delighted to have had the opportunity to 
supervise the Japanese translation, in which Dr. 
Martin has included an additional case of 
special interest to a Japanese audience 
regarding Corporate Impact Venturing in 
education. Reading his report, it hopes that 
business leaders in many Japanese companies, 
in particular those in charge of developing 
corporate strategies, new businesses and CSR 
programs, and those currently struggling to 
create innovation and to develop competitive 
products and services in the global market, will 
feel encouraged to seize this powerful 
opportunity to achieve results of consequence 
for both business and society. With the 
translation of this report we also hope to 
contribute to a deeper understanding of 
Corporate Impact Venturing and its expansion 
in Japan. 

 

The Japan Research Institute, Limited. 

Tokyo, September 15, 2014
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