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March 7, 2011 
Company name: Pigeon Corporation 

Representative: Akio Okoshi (President and COO) 
Listings: First Section, Tokyo Stock Exchange (Stock code: 7956) 

Contact: Tsutomu Matsunaga 
(Managing Officer, Corporate Planning & Administration Division) 

Phone: +81-3-3661-4188 (direct line) 

 
Notice Regarding Formulation of New Medium-Term Business Plan  

 
The Pigeon Group has formulated its Fourth Medium-Term Business Plan, entitled 
“Achieving global business success through company and individual competence.” 
The plan covers the three-year period from February 2011 to January 2014. Details 
are given below.  
 
1. Overview of Third Medium-Term Business Plan  
 
(1) Overview  
 
The Group’s Third Medium-Term Business Plan, called “Becoming a Global 
Company: Challenges and Achieving global business success,” ended in January 2011. 
Under that plan, we worked to rebuild our business operation in a number of ways. 
Overseas, for example, we actively expanded our baby and child care products 
business, while in Japan we targeted product differentiation using our basic research 
strengths. We also reinforced our direct communication channels. 
 However, the Group faced a multitude of challenges during the period of the 
plan. These included a sharp deterioration in market conditions due to worldwide 
economic recession sparked by the global financial crisis, as well as the progressive 
appreciation of the yen. We also experienced a temporary performance slump as we 
rebuilt our distribution system in China, where growth has been rapid. In addition, our 
healthcare and nursing care businesses have posted weak performances. As a result, 
the Group was unable to reach its revenue and earnings targets set under the Third 
Medium-Term Business Plan.  
 
(2) Financial Targets and Results (Consolidated)  
 
Progress Status of Third Medium-Term Business Plan 

(¥ millions) 
 Third Medium-Term 

Business Plan Target 
FY January 2011 Result Progress 

Status  
Revised 
Amount  

% of Net 
Sales  

Result  % of Net 
Sales 

Net sales 60,700 — 57,061 — 94.0%
Operating 
income 

5,500 9.1% 4,546 8.0% –1.1pt

Ordinary 
income 

5,400 8.9% 4,435 7.8% –1.1pt

Net income 3,500 5.8% 2,928 5.1% –0.7pt
ROE (%) 13.0% — 11.2% — –1.8pt
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A look at the Group’s sales by business segment reveals that, with the exception of 
the child-rearing support services business, each segment did not reach its targets 
under the plan. The overseas business, a key growth driver for the Group, reported 
sales of ¥19.8 billion in the year to January 2011, equivalent to 92.1% of its ¥21.5 
billion target under the plan. However, the result was 38.4% higher than original 
plan’s target of ¥14.3 billion, illustrating that the overseas business has continued 
maintaining a high level of growth.  
 There are a number of reasons why the Group did not reach the targets set 
under the Third Medium-Term Business Plan. In Japan, for example, our business 
was affected by ongoing deflation stemming from prolonged weakness in the overall 
domestic economy and deteriorating employment conditions. Other factors included 
reduction in consumption, as well as saturation of the baby and child care products 
market and intensified competition due to falling birthrates. Overseas, by contrast, we 
have positioned China, where economic growth has been remarkable, and Europe and 
North America—both mainstay markets for U.S. consolidated subsidiary Lansinoh 
Laboratories—as core priority markets for the Group, and made active investments 
accordingly. However, we underperformed the plan’s targets for several reasons. In 
addition to the yen’s sharp appreciation and the U.S. dollar’s decline, these included a 
temporary performance slump as we rebuilt our distribution system in China, where 
we have rapidly expanded our business.  
 Under the Fourth Medium-Term Business Plan, the Pigeon Group will 
accelerate expansion of its overseas business while building and reinforcing its 
business operational infrastructure. The result will be steadier Group-wide growth 
than before. However, our domestic operations remain exposed to low birthrates and 
an aging population. For this reason, we will focus on improving the profitability of 
existing businesses and building new foundations for growth. We will work actively 
to these ends in our quest to achieve “Achieving global business success through 
company and individual competence.”  
 
2. Overview of Fourth Medium-Term Business Plan 
 
(1) Medium-Term Business Policies and Strategies  
 
We have identified the following three initiatives as business policies under the plan. 
1) We will target further growth and expansion as a global company, centering on 
proactive business advancement in overseas markets.  
2) In Japan and overseas, we will raise profitability of existing businesses and target 
steady growth of new and fostered businesses.  
3) We will build a global business operational infrastructure by “leveraging our basic 
research to create new value” and “fostering human resources.”  
 
Below is an overview of our business and functional strategies.  
 
Overseas Business 
Through active investments, we will upgrade our overseas production systems and 
reinforce our business operational infrastructure. In existing markets, such as China 
and North America, we will further entrench our presence and growth our business by 
expanding our product categories. At the same time, we will actively tap other 
markets, such as India, the Middle East, South Korea, and Latin America.  
1) China  
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- Strengthen alliances with agencies in existing channels (baby product specialty 
stores, department stores) and organize member stores  
- Boost sales via new channels (mass merchandisers, Internet sales)  
- Strengthen local product development system and production system (emphasis on 
in-house manufacturing)  
2) Europe and North America  
- Step up proliferation activities and strengthen products in existing categories 
(breastfeeding-related products)  
- Expand product categories by fostering and leveraging “mOmma” brand  
- Tap new markets in Latin America  
3) Asia and Middle East  
- India: Expand sales centering on baby bottles, baby bottle nipples, and skincare 
products  
- Middle East: Reinforce strategies for baby bottles and baby bottle nipples; expand 
product categories  
- South Korea: Raise recognition of “Double Heart” brand; strengthen alliances with 
agencies  
 
Domestic Business  
In domestic baby and child care products, we will broaden our product categories and 
expand new businesses. In healthcare and nursing care, we will seek to boost 
profitability in existing fields by entrenching our presence in core product categories 
and opening new sales channels. We will also target proliferation of new products and 
expansion of sales channels.  
1) Domestic baby and child care products 
- Expand product categories, such as large-sized products and women’s care products  
- Leverage basic research to develop distinctive products  
- Create new business model for mail-order sales business, centering on expansion of 
“Mamas&Papas” brand.  
2) Healthcare and nursing care  
- Adopt effective strategies aimed at raising brand recognition and product 
understanding  
- Entrench our presence in core categories and open new sales channels  
3) Child-rearing support services  
- Improve child-care service quality and achieve steady business growth  
- Strengthen and expand in-facility child-minding operations on consignment  
 
Build Global Business Operational Infrastructure  
1) Product development  
- Leverage basic research to boost product development capabilities  
- Build global R&D and quality control system via collaboration between operations 
in Japan and overseas  
2) Fostering human resources  
- Foster human resources capable of performing in the global business arena, by 
upgrading personnel education systems in response to further growth of overseas 
business  
 
(2) Medium-Term Financial Targets 
The year ending January 2014 is the final year of the Fourth Medium-Term Business 
Plan. Seeking to achieve the plan’s objectives for that year, we will undertake 
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strategic business investments with the aim of reinforcing our foundation to permit 
renewed growth.  
 In addition, we will strive to further enhance profitability and capital 
efficiency. Specifically, we will target an operating margin of 10.0% in the year to 
January 2014, from 8.0% in the year to January 2011. We will also aim to raise ROE 
from 11.2% to 14.0% over the same period.  
 
Main Targets of Fourth Medium-Term Business Plan 

(¥ billions) 
 FY Jan. 2011 Result FY Jan. 2014 Target Growth Rate 

Result  % of Net 
Sales  

Target % of Net 
Sales 

Net sales 57.0 — 73.3 — +28.5%
Gross profit 23.2 40.8% 30.4 41.5% +30.8%
Operating 
income 

4.5 8.0% 7.3 10.0% +61.6%

Ordinary 
income 

4.4 7.8% 7.3 10.0% +64.6%

Net income 2.9 5.1% 4.4 6.0% +50.3%
ROE (%) 11.2% — 14.0% — +2.8pt
 
 
Targets by Business Segment  
 

(¥ billions) 
 FY Jan. 2011 Result FY Jan. 2014 Target Growth Rate 

Result  Gross 
Margin  

Target Gross 
Margin 

Overseas 
business 

19.9 48.6% 31.6 48.2% +59.1%

Domestic 
baby & child 
care products 

24.1 45.3% 26.4 45.6% +9.6%

Healthcare & 
nursing care 

6.5 28.7% 8.0 28.5% +23.0%

Child-rearing 
support 
services 

5.4 12.2% 6.1 12.1% +11.8%

Others 1.0 14.9% 1.0 7.5% +0.9%
Consolidated 
net sales 

57.0 40.8% 73.3 41.5% +28.5%

 
 
3. Shareholder Return  
 
With respect to shareholder return, our basic policy is to pay dividends on a 
continuous and stable basis. Under the Fourth Medium-Term Business Plan, we will 
also continue maintaining a consolidated total shareholder return of 50% by adopting 
a flexible approach that includes share buybacks, in order to meet the expectations of 
shareholders and other investors.  
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4. Reinforcement of Internal Control System  
 
Adhering to the Pigeon Group’s corporate motto, “Only love generates love,” all 
executives and employees of the Pigeon Group embrace a strong sense of ethics and 
promote compliance-oriented management across all areas of the Group’s business 
activities. They are also committed to helping Pigeon fulfill its corporate social 
responsibilities. To address expansion of our overseas business, we will build global 
internal control and risk management systems that include our various overseas 
operations, with the aim of further improving corporate governance.  
 
 
 
 
 
 
 
 
 
 


