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Overview of Sustainability

Daikin is helping resolve social

issues and contributing to

sustainable development of society

by creating new value through our

businesses.

Relationship between

Sustainability and

Management Strategy

Daikin is creating new value and

enhancing corporate value mindful

of the various issues facing the

world.

Social Issues and Business

Characteristics

Daikin analyzes the risks and

opportunities for our business and

identifies key sustainability

themes.

Daikin's Aims for Value

Creation

Daikin is providing new value to

make people and spaces healthy

and comfortable that contributes

to the SDGs.

Daikin's Priority SDGs

Daikin is focusing on eight SDGs in

particular.

Long-Term Outlook Policy

(Environmental Vision 2050)

Daikin is working under its

Environmental Vision 2050 to

achieve net-zero greenhouse gas

emissions by 2050.

Information Disclosure based

on the TCFD Framework

Daikin endorses the TCFD's

recommendations and analyzes the

impacts of climate change on its

business operations.

Participation in the Global

Compact

Daikin participates in the UN

Global Compact supporting

universal principles in the areas

such as human rights and labor.

Management Strategy and SustainabilityManagement Strategy and Sustainability
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Management Strategy and Sustainability

OVERVIEW OF SUSTAINABILITY

Problems such as climate change and changing demographics are presenting our advancing global society

with many challenges.  

Daikin aims to contribute to sustainable growth for the world by solving social problems and providing society

with new value.

Daikin's Basic Profile

We are bringing the world healthy and comfortable

lifestyles.

Basic Management Policy

Corporate Policies

1. Absolute Credibility

2. Enterprising Management

3. Harmonious Personal Relation

CSR Philosophy

Strategic Management Plan

FUSION25

Offer new value for the

environment and air to realize

both contributions to a

sustainable society and Group

growth

Strategic Management Plan

Fusion 25
(Page 69) 

(https://www.daikin.com/investor/
management/strategy/fusion25/) 
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Daikin's Three Business Pillars

Management Strategy and Sustainability (Page 25) 
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Awareness of social issues

The world faces many problems, and to solve these will

require that all stakeholders, whether from government,

industry, or other parts of society, work together to create

globally linked frameworks.

Outlook for Global Risk

Extreme weather events and

temperatures

Natural disasters Failures of climate change

mitigation and adaptation

Loss of biodiversity Pandemics Natural resource crises

Source: World Economic Forum Global Risks Perception Survey 2020
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International Framework

Sustainable Development Goals (SDGs)

Common goals to find solutions by 2030 for

pressing world problems such as poverty,

inequality, and climate change in order to

realize a sustainable society

Paris Agreement to the UN Framework

Convention on Climate Change

All major greenhouse-gas emitting countries,

including emerging countries, shall reduce

their emissions in order to limit global

warming by less than 2°C compared to pre-

industrial levels by the latter half of this

century

Kigali Amendment to the Montreal

Protocol

The Kigali Amendment mandates to phase

down the production and consumption of

HFCs in CO2-equivalent in order to mitigate

their impact on global warming

UN Global Compact (UNGC)

A worldwide framework for achieving

sustainable growth by having member

companies recognize universal values in

relation to issues such as human rights, labor,

environment, and corruption

Assessments of Daikin, Stakeholder Dialogue

ESG assessment

Honors for Daikin

Dialogue with stakeholders

Stakeholder Engagement (Page 493) (Page 647) 
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Value Creation for the Earth

Reduce environmental impact through all business activities

and contribute to alleviating climate change

Further raise the environmental performance of products

Make effective use of resources

Protect forests and help sustain their inherent functions

Work toward sustainable development goals (SDGs)

Value Creation for Cities

Contributing to solving energy-related issues arising from

urbanization and contribute to the creation of sustainable

cities

Effectively use energy throughout entire buildings and

entire cities

Build systems for recycling-based societies

Create new types of energy

Work toward sustainable development goals (SDGs)

Values provided to society by Daikin

Daikin's Aims for Value Creation

Provide new value that makes people and space healthier and more

comfortable while at the same time reducing environmental impact.
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Value Creation for People

Pursue new possibilities for air and contribute to healthy,

comfortable lifestyles

Provide safe and reliable air environments

Improve indoor environments to support people's healthy

and comfortable lifestyles

Raise productivity to contribute to economic

advancement

Work toward sustainable development goals (SDGs)

Human Resources

Contribute to the growth of employees and

local citizens

Training of highly skilled personnel

Job creation

Contribution to local economic

development

Work toward sustainable development goals

(SDGs)

Co-creation (partnerships)

Contribute to solving social issues through

industry-government-academia partnerships

Formation of market value (international

rules and standards)

Creation of new solutions that contribute

to improved quality of life

Work toward sustainable development goals

(SDGs)

Foundation Underpinning Value Creation

Daikin's Aims for Value Creation (Page 41) 
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Daikin's actions toward a sustainable society

Based on Our Group Philosophy, which is the unifying force for our management, we create and

implement proposals for Group action in five-year cycles under our Fusion strategic management

plans. In fiscal 2018, we formulated Daikin Environmental Vision 2050 in order to contribute to

solving increasingly serious global environmental problems over the long term. Based on this

environmental vision, we set targets and implement measures under our Fusion strategic

management plans with the goal of contributing to a sustainable society by taking on the world's

problems through our business. In addition, we have established indicators and targets for the 10

sustainability themes for the entire Daikin Group to work toward.

(Page 105) 

(Page 70) (Page 51) 

(https://www.daikin.com/
investor/management/strategy/) 
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Management Strategy and Sustainability

RELATIONSHIP BETWEEN SUSTAINABILITY AND

MANAGEMENT STRATEGY

Daikin engages in management from both short- to medium term and long-term perspectives in order to

create new value aimed at resolving social issues and for sustainable development.

Daikin has formulated the sustainability indicators and targets based on evaluation of its business' impact on

society in the short- to medium-term, and the Environmental Vision 2050 based on prediction and

identification of its unique long-term risks and opportunities.

The company conducts planning and execution of specific targets and policies every five years based on its

strategic management plan, Fusion.

Daikin's Sustainability for Fiscal 2050

Management Strategy and Sustainability
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Value Provision Themes

Environment

Value with Air

Customer satisfaction

Human resources

Co-creation

Foundational Themes

Corporate governance

Respect for human rights

Supply chain management

Stakeholder engagement

Communities

Group Management Philosophy

Basic philosophy on management that forms the basis of thinking and action for all employees.

1. Create New Value by Anticipating the Future Needs of Customers

2. Contribute to Society with World-Leading Technologies

3. Realize Future Dreams by Maximizing Corporate Value

4. Think and Act Globally

5. Be a Flexible and Dynamic Group

6. Be a Company that Leads in Applying Environmentally Friendly Practices

7. With Our Relationship with Society in Mind, Take Action and Earn Society's Trust

8. The Pride and Enthusiasm of Each Employee Are the Driving Forces of Our Group

9. Be Recognized Worldwide by Optimally Managing the Organization and its Human Resources,

under Our Fast & Flat Management System

10. An Atmosphere of Freedom, Boldness, and "Best Practice, Our Way"

OUR GROUP PHILOSOPHY (ABOUT DAIKIN)

Sustainability Indicators and Targets

10 Key Sustainability Themes

We have established and are moving ahead with the indicators and targets for five value provision themes

and five foundational themes.

Sustainability Targets and Results

Sustainability Targets and Results  (55KB)

(Page 105) 

(https://www.daikin.com/corporate/overview/philosophy/) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/company/Sustainability_Action_Plan-pdf.pdf) 
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Strategic Management Plan Fusion 25

Daikin's strategic management plan established with directions for the Group's growth in five years based on

the management philosophy and awareness of current conditions.

FUSION25 (https://www.daikin.com/investor/management/strategy/fusion25/) 
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Environmental Vision 2050

Long term goal formulated with the aim of achieving net-zero greenhouse gas emissions by 2050 in support

of the Paris Agreement.

Long-Term Outlook Policy (Environmental Vision 2050) (Page 51) 
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Value Creation for the

Earth

Reduce environmental

impact through all business

activities and contribute to

alleviating climate change

Value Creation for Cities

Contributing to solving

energy-related issues

arising from urbanization

and contribute to the

creation of sustainable

cities

Value Creation for

People

Pursue new possibilities for

air and contribute to

healthy, comfortable

lifestyles

Value Creation Daikin Strives For

Provide new value to deliver health and comfort to people and spaces while reducing environmental impacts.

Daikin's Aims for Value Creation

Daikin's Priority SDGs

(Page 41) 

(Page 47) 
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Management Strategy and Sustainability

SOCIAL ISSUES AND BUSINESS CHARACTERISTICS

We analyzed risks and opportunities based on the characteristics of our own business operations, the impacts

caused by our business activities, and market forecasts. 

In turn, we identified key sustainability themes, among which was response to climate change, and we are

now working to realize a sustainable society by addressing these themes.

Analysis of Business Characteristics and Risks/Opportunities

Factoring in Impacts in the Value Chain and Business Environment

Analysis of Business Environment

The International Energy Agency (IEA) predicts that demand for space cooling will increase sharply by 2050,

which will triple worldwide electricity demand for space cooling.

Worldwide air conditioner stock (number of units) and electricity demand

Note: Graph figures compiled by Daikin based on IEA The Future of Cooling

In addition to demand for space cooling, there is growing interest around the world in indoor air quality due

to the COVID-19 pandemic.

Results of Survey on Air Quality at Home
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Source: Compiled by Daikin based on Sunstar Global Healthy Thinking Report 2021.

Evaluating impact from the value chain

We evaluated the impact our business has on society across the value chain and identified initiatives of high

priority.

Enlarge figure (85KB)

Process for Identifying Key Sustainability Themes

Impact Assessment for Daikin and Society

Our CSR Committee identified the highest priority themes for both Daikin and society after evaluating the

impacts our business has on society and narrowing the range of important initiatives.

Materiality analysis

(Page 96) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/
company/images/social_issue/social_issue_img_03-pdf.pdf) 
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Identification of Key Sustainability Themes

Emphasis Placed on Climate Change

We reviewed key sustainability themes at the time of formulating the Fusion 25 Strategic Management Plan

and identified the following seven as top priorities shown in the above figure at right. Climate change is a

theme of particular emphasis.

The rapid increase in demand for space cooling predicted mainly in emerging countries represents a major

opportunity for Daikin because its core business is air conditioning. The spread of air conditioning is one way

to adapt to climate change and it also responds to the need for air purification which increased during the

COVID-19 pandemic. However, risks include rising electricity consumption and greenhouse gas emissions from

the use of air conditioning. Currently, air conditioning accounts for around 10% of the world’s electricity

consumption. With rapid increase in demand in the future, the impacts are expected to become larger.

Given this, Daikin’s mission is to address society’s needs for air in the future and to help reduce society’s carbon

footprint. With our long-term vision to achieve net zero greenhouse gas emissions, we are promoting efforts

under the key themes of the Fusion 25 Strategic Management Plan.
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Management Strategy and Sustainability

DAIKIN'S AIMS FOR VALUE CREATION

Our modern world is undergoing constant change that is bringing about problems like poverty, inequality, 

and climate change. To mount a global effort toward solving these problems, in September 2015 the United 

Nations adopted "Transforming our world: the 2030 Agenda for Sustainable Development" and established 

the Sustainable Development Goals (SDGs).

The Daikin Group aims to contribute to the realization of the SDGs by identifying three themes: the Earth, 

cities, and people. Our aim is to use our world-class technologies to reduce environmental impact while at the 

same time providing new value in the form of a healthy, comfortable way of living.
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Value Creation for the Earth

Helping mitigate climate change by reducing environmental impact through business activities

With global warming causing increasingly frequent occurrences of abnormal weather, the effects are being

felt not just as changes in the natural environment but also as the spread of infectious diseases and other

threats to human health. The rise in atmospheric temperature, economic advancement, and population

growth around the world are fueling a constantly increasing demand for air conditioners. This is leading to

fears that large amounts of electricity consumption and refrigerant leakage will accelerate global warming.

As a global air conditioner manufacturer, the Daikin Group is working to decrease greenhouse gas emissions

through the dissemination of inverter air conditioners and low-global-warming-potential refrigerants. In

addition, we are utilizing our fluorochemical technologies and developing and providing new materials that

contribute to the use and spread of renewable energy.

Initiatives

Developing and Promoting Products and Services That Reduce Environmental Impact

Low Environmental Impact Refrigerants

Feature of Fiscal 2021: Challenge to Achieve Carbon Neutrality (1.0MB)

Feature of Fiscal 2019: Launched New Refrigerant Service in Europe Contributing to a Circular
Economy (2.0MB)

Feature of Fiscal 2017: Create a Mechanism That Brings Peace of Mind by Promoting Adoption of 
Low-Environmental- Impact Heat-Pump Heating (0.7MB)

(Page 165) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2021-environment-pdf.pdf) 

(Page 175) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2019-environment-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2017-customer-pdf.pdf) 
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Value Creation for Cities

Contributing to the creation of sustainable cities by solving energy-related issues arising from

urbanization

Economic and population growth in emerging countries are causing rapid urbanization. The number of mega-

cities with populations exceeding 1 million is on the rise, and these cities will require increasing amounts of

energy. And with rising atmospheric temperatures, they will also require air conditioners to provide residents

with comfortable living environments.

Meanwhile, in the industrialized countries, where populations continue to drop, workers increasingly require

comfortable spaces where they can do their jobs easily and productively.

The Daikin Group provides air conditioners that create environments to meet the needs of people in both

emerging and industrialized countries. Furthermore, we are working on realizing zero-energy buildings,

which use renewable energy sources in order to effectively achieve zero net energy consumption, and utilizing

ICT technologies, which promote energy efficiency through comfortable air conditioner operation throughout

an entire town. The goal is to realize livable cities that achieve comfort and energy efficiency through city-

wide air conditioner control.

Initiatives

Providing Solutions

Feature of Fiscal 2020: Providing Comfortable Air Environments Using the Best Format Possible, from

Goods to Services (0.4MB)

Feature of Fiscal 2016: Contributing to the Realization of Net Zero Energy Buildings through

Optimally Controlled Air Conditioning Systems (0.3MB)

(Page 199) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2016-environment-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2020-newvaluecreation-pdf.pdf) 
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Value Creation for People

Contributing to healthy and comfortable lifestyles by expanding the possibilities of air

With economic development come rapid industrialization, exploding population growth in cities, and

ballooning traffic volume—all of which contribute to more hazardous chemicals in the atmosphere. This gives

rise to numerous problems that we must tackle in our living air environment, such as negative effects on our

health.

The Daikin Group believes that an effective way to reduce air pollution is to place filters on factories and

other facilities that give off emissions containing hazardous chemicals. We also strive to bring the world

healthy, vibrant indoor environments that offer peace of mind, by giving added value to air, so that it helps

people work more productively in offices and get quality sleep at home.

Initiatives

Feature of Fiscal 2017: Reducing Fatigue and Realizing Pleasant Air Environments through Open

Innovation (1.0MB)

Feature of Fiscal 2016: Creating Spaces That Meet the Needs of Society by Integrating Technologies 

ofAir Conditioning and Filter with Engineering Prowess (0.6MB)

Collaborative Innovation Led by Industry-Government-Academia Partnerships (Page 370) 

Collaborative Innovation Led by Industry-Industry Partnerships (Page 385) 

Feature of Fiscal 2021: Creating an Environment Conducive to Napping for Greater Vitality (0.5MB)

Feature of Fiscal 2020: Quickly Providing Air Purification Solutions as a Company that Provides

Solutions with Air (0.5MB)

Feature of Fiscal 2019: Delivering Healthy and Comfortable Air Environments and Spaces to Africa

with Collaborative Innovation (2.3MB)

Feature of Fiscal 2018: Creating Air Environments for Increasing Intellectual Productivity with Air

Conditioning Solutions Using IoT and AI (0.7MB)

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2021-valuewithair-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2020-customer-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2019-newvaluecreation-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2018-newvaluecreation-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2017-newvaluecreation-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2016-newvaluecreation-pdf.pdf) 

Management Strategy and Sustainability - 44 -



Foundation Underpinning Value Creation

Contribute to the growth of employees and local citizens

Focus on fostering highly skilled human resources, creating employment, and contributing to the economic

development of local communities.

Initiatives

Feature of Fiscal 2020: Enhancing Manufacturing Around the World by Training the Next Generation

of Plant Operators (0.6MB)

Feature of Fiscal 2019: Daikin's Unique Approach to Developing AI and IoT Human Resources for

Driving Innovation (2.0MB)

Feature of Fiscal 2018: Global Product Development Structure to Quickly Address Various Regional

Needs (1.3MB)

Feature of Fiscal 2018: Developing Human Resources to Promote the Spread of Air Conditioners in 

theRapidly Growing Market of Vietnam (0.8MB)

Feature of Fiscal 2017: Human Resource Development in the U.S.—Growing with Local Communities 
(1.0MB)

Feature of Fiscal 2016: Supporting the Training of Engineers in Emerging Countries through Industry-

Government-Academia Collaboration (0.5MB)

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2020-human-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2019-human-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2018-customer-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2018-human-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2017-human-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2016-human-pdf.pdf) 
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Contribute to solving social issues through industry-government-academia partnerships

Strive to create new solutions that will contribute to the enhanced lifestyles and formation of market value

through developing international rules and standards.

Initiatives

Feature of Fiscal 2021: Creating an Environment Conducive to Napping for Greater Vitality (0.5MB)

Feature of Fiscal 2020: Creating Standards for a Decarbonized Society Alongside Stakeholders

(0.9MB)

Feature of Fiscal 2018: Promoting the Spread of Energy Efficient Technology through Dialogue and

Collaboration with Governments and International Agencies (1.3MB)

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2021-valuewithair-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2020-environment-pdf.pdf) 

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/
feature2018-environment-pdf.pdf) 

Management Strategy and Sustainability - 46 -



Management Strategy and Sustainability

DAIKIN'S PRIORITY SDGS

SDGs Daikin is contributing to through its businesses

The Sustainable Development Goals (SDGs) adopted in 2015 comprise 17 goals aimed at resolving the world's

challenges. Through its businesses, Daikin will focus on a total of eight out of the 17 SDGs to which it can

make a great contribution, taking advantage of its strengths. We will contribute to a sustainable society by

creating new value in making people and spaces healthy and comfortable, while reducing environmental and

climate impacts.

Related Information

Daikin's Aims for Value Creation

Protect people from heatstroke and infectious diseases

Countermeasures for atmospheric pollution

Increased energy efficiency from the adoption of inverter air conditioners, etc. 

Development and adoption of lower GWP refrigerants

Adoption of heat pump space and water heating

Utilization and adoption of renewable energy

Training of highly skilled personnel

Job creation

Contribution to local economic development

Initiatives for net zero emission buildings (ZEB)

Promotion of energy management and demand response

Initiatives for net zero emission buildings (ZEB)

Promotion of energy management and demand response

Creation of value in air and spaces for people's physical and mental wellbeing

Management Strategy and Sustainability

(Page 41) 
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Increased energy efficiency from the adoption of inverter air conditioners, etc. 

Development and adoption of lower GWP refrigerants

Adoption of heat pump space and water heating

Utilization and adoption of renewable energy

Formation of market value (international rules and standards)

Creation of new solutions that contribute to improved quality of life

Contribution to increased productivity by liberation from heat and cold

Initiatives for energy efficiency, recycling-oriented, and lower resource production 

Refrigerant conversion in the market along with recovery, reclamation, and destruction
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1. No poverty

End poverty in all its forms

everywhere

2. Zero hunger

End hunger, achieve food

security and improved

nutrition and promote

sustainable agriculture

3. Good health and well-

being

Ensure healthy lives and

promote well-being for all

at all age

4. Quality education

Ensure inclusive and

equitable quality

education and promote

lifelong learning

opportunities for all

5. Gender equality

Achieve gender equality

and empower all women

and girls

6. Clean water and

sanitation

Ensure availability and

sustainable management

of water and sanitation

for all

7. Affordable and clean

energy

Ensure access to

affordable, reliable,

sustainable and modern

energy for all

8. Decent work and

economic growth

Promote sustained,

inclusive and sustainable

economic growth, full and

productive employment

and decent work for all

Sustainable Development Goals: SDGs

9. Industry, innovation

and infrastructure

Build resilient

infrastructure, promote

inclusive and sustainable

industrialization and

foster innovation

10. Reduced inequalities

Reduce inequality within

and among countries

11. Sustainable cities and

communities

Make cities and human

settlements inclusive, safe,

resilient and sustainable

12. Responsible

consumption and

production

Ensure sustainable

consumption and

production patterns
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13. Climate action

Take urgent action to

combat climate change

and its impacts

14. Life below water

Conserve and sustainably

use the oceans, seas and

marine resources for

sustainable development

15. Life on land

Protect, restore and

promote sustainable use

of terrestrial ecosystems,

sustainably manage

forests, combat

desertification, and halt

and reverse land

degradation and halt

biodiversity loss

16. Peace, justice and

strong institutions

Promote peaceful and

inclusive societies for

sustainable development,

provide access to justice

for all and build effective,

accountable and inclusive

institutions at all levels

17. Partnerships for the

goals

Strengthen the means of

implementation and

revitalize the global

partnership for

sustainable development
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Management Strategy and Sustainability

LONG-TERM OUTLOOK POLICY (ENVIRONMENTAL

VISION 2050)

Adopted in 2015, the Paris Agreement contains a target for the latter half of this century of reducing

greenhouse gas emissions to net zero and limiting global warming by less than 2°C compared to pre-industrial

levels. In the spirit of the Paris Agreement, Daikin has formulated Environmental Vision 2050, with a target of

reducing greenhouse gas emissions to net zero by 2050. We have established a reduction target for 2030 and

incorporated this into our efforts under the Fusion 25 Strategic Management Plan.

Formulation of Environmental Vision 2050

Looking long term, we have predicted how society will change by 2050 and have made a list of the risks and

opportunities for Daikin's business. Based on this, we have set a direction we must take in using our resources

to solve environmental problems.

Forecast of Society in Which Daikin Will Operate in 2050

Based on the relationship between Daikin's business and the global environment, we came up with a long-

term environmental to-do list that takes into account what the world will be like for Daikin's business in 2050

judging by current social scenarios.
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*1

*2

*3

*4

*5

*6

*7

*8

*9

*10

Daikin referred to the following reports when making its forecasts

World Population Prospects: The 2017 Revision, by the United Nations

The World in 2050, by PwC

World Urbanization Prospects: The 2018 Revision, by the United Nations

Estimates and Forecasts for the World's Waste Generation, by the RISWME

World Energy Outlook 2017, by the International Energy Agency (IEA)

The Future of Cooling, by the International Energy Agency (IEA)

The Future of Forests: Emissions from Tropical Deforestation with and without a Carbon Price, 2016-2050, by the Center for

Global Development (CGD)

The Problem of Worldwide Resource Restrictions by 2050, by the National Institute for Materials Science (NIMS)

OECD Environmental Outlook to 2050, by the Organization for Economic Cooperation and Development (OECD)

Quantitative risk assessment of the effects of climate change on selected causes of death, 2030s and 2050s, by the World

Health Organization (WHO)

How Daikin Should Proceed Based on Risks and Opportunities

Daikin came up with business risks and opportunities in relation to the environmental problems specified

above.  

We determined how we should proceed in order to solve these problems based on the company's resources.
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Environmental Vision 2050

We will reduce the greenhouse gas emissions generated throughout the entire lifecycle of our products.

Furthermore, we are committed to creating solutions that link society and customers as we work with

stakeholders to reduce greenhouse gas emissions to net zero.

Using IoT and AI, and open innovation attempts, we will meet the world's needs for air solutions by providing

safe and healthy air environments while at the same time contributing to solving global environmental

problems.
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Growth Strategy Based on Risks and Opportunities

Future predictions about the sharp increase in demand for space cooling represent an important opportunity

for us because air conditioning is our core business. At the same time, the increase in electricity consumption

and greenhouse gas emissions attributed to air conditioning represents a major risk to the continuity of the

air conditioning business in a society that demands de-carbonization because climate change is a worldwide

issue.

Therefore, in addition to mitigating environmental and climate change impacts by curtailing electricity

consumption and preventing refrigerant leakage, we will develop and spread higher energy-efficient air

conditioners and refrigerants with a lower global warming potential. Daikin will also create new

environmental solutions, such as the efficient utilization of energy tied to buildings. This will enable us to

balance contributions to social issues including climate change with the further growth of our businesses.

IEA The Future of Cooling Forecast

In May 2018, the International Energy Agency (IEA) released The Future of Cooling. The report looks at air

conditioning and how the rise in its use is driving global energy demand.

According to The Future of Cooling, estimates are for air conditioning demand to rise rapidly and for energy

demand for space cooling to triple by 2050.

Worldwide Air Conditioner Stock (Number of Units) and Electricity Demand

Note: Graph figures compiled by Daikin based on IEA The Future of Cooling
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Medium- to Long-Term Strategy toward Achieving Environmental

Vision 2050

Daikin has established a greenhouse gas emissions reduction target after analyzing the future of its business

operations in order to reduce these emissions to net zero while bringing the added value nature of air to

people around the world. With the base year set at 2019, we aim to reduce greenhouse gas emissions by 30%

or more in 2025 and by 50% or more in 2030 compared with emissions without measures (business as usual

(BAU)). Measures to achieve these goals will be implemented under Fusion Strategic Management Plans.
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Initiatives in the Medium-Term Management Plan for Achieving

Environmental Vision 2050

The three themes of the growth strategy for achieving our environmental vision have been incorporated into

the nine key themes of the Fusion 25 Strategic Management Plan. We will now implement this plan aiming to

strike a balance between resolving social issues and business growth.

Through products

Challenge to Achieve Carbon Neutrality
Reduce emissions of energy-induced CO2 and HFCs/PFCs in development and production processes

Global acceleration of conversion to inverter units to lead other companies with environmental products

(energy-saving equipment)

Positioning Europe and North America as the priority regions to accelerate conversion of combustion

heaters to heat pump space and water heaters

Various measures connecting to refrigerant-induced CO2 emissions reductions to lead the environmentally

conscious society and industry

Initiatives toward market expansion and CO2 reduction contributions

Research on leading-edge technologies on CO2 decomposition, recovery, and reuse specific measures to

obtain those technologies

Through solutions

Promotion of Solutions Business Connected with Customers
Solutions for service/inspections, value-added proposals during equipment operation, and

retrofits/replacements to establish a business model that provides customers with experiences

Global business expansion by deploying energy-saving and environmental technologies Daikin has

cultivated in the AC domain

Through the power of air

Creating Value with Air
Market creation from opportunities presented by growing IAQ/Ventilation demand. Creation of new

products and services to establish a large-scale IAQ/Ventilation business

Accumulating and analyzing air conditioning data and vital data to create value with IAQ/AE for people’s

physical and mental well-being
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*

Management Strategy and Sustainability

INFORMATION DISCLOSURE BASED ON THE TCFD

FRAMEWORK

For Daikin, climate change represents one important issue affecting its business continuity. In May 2019, we

endorsed the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD),* which aims

to mitigate the risk of instability in financial markets caused by climate change. We reflect the risks and

opportunities posed by climate change in management strategy and risk management. At the same time, we

will disclose progress appropriately and aim for further growth while contributing to a carbon-free society.

TCFD was established in 2015 by the Financial Stability Board. It recommends that companies disclose information about the

financial impacts of climate change after evaluating related business risks and opportunities.

Governance

The organization's governance around climate-related risks and opportunities

The Daikin Group's mainstay product of air conditioners is characterized by the large amount of CO2 emissions

caused by energy consumption during use. In addition, fluorocarbons used as refrigerants for air conditioners

have an effect on climate change. Recognizing the major impact on climate change attributed to our business

activities, we believe climate change is an issue that largely affects our medium- to long-term business risks

and opportunities.

Based on this, climate change issues are considered an important task to address in order for Daikin to

develop sustainably and fulfill its social responsibilities; thus, they are managed by the CSR Committee. The

CSR Committee was established by the Board of Directors to spearhead the company's corporate governance.

The executive officer in charge of CSR serves as the chairman of the committee, which deliberates on risks and

opportunities, policy on initiatives, and targets related to climate change, as well as monitors results and

progress of initiatives, in addition to making proposals to the President and CEO, followed by reporting to the

Board of Directors.
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Strategy

The actual and potential impacts of climate-related risks and opportunities on the organization's

businesses, strategy and financial planning

We have formulated strategies based on analysis of climate-related scenarios in The Future of Cooling

published by the International Energy Agency in 2018, etc.

Demand for air conditioning is expected to triple from current levels by 2050. As demand increases, there is a

possibility that each country will tighten their energy regulations on air conditioners and regulations to

address refrigerants with a high global warming potential. Excessively strict regulations could pose a risk for

Daikin. On the other hand, appropriate regulations can serve as an opportunity to expand our business as they

push for the spread of products and services with greater environmental performance, which are our strength. 

The popularization of our products and services with excellent environmental performance in emerging

countries with particular growth in demand for air conditioning is considered an effective measure to reduce

greenhouse gas emissions resulting from air conditioners and contribute to our business growth. For this

reason, we have reflected this in business strategies.

We established Environmental Vision 2050 for the final three-year plan of Fusion 20 Strategic Management

Plan. Specifically, by expanding environmentally conscious products and services, we aim to achieve net zero

greenhouse gas emissions throughout the entire lifecycle from our own business operations by 2050. The

targets and measures for 2030 aimed at realizing this goal have been laid out in Fusion 25 Strategic

Management Plan.

Details of scenario analysis
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Scenarios referenced

IEA Sustainable Development Scenario

IEA Base line Scenario, Current Policies Scenario

IEA The Future of Cooling

IEEJ Reference Scenario

4-degree scenario with current policies unchanged

The number of regions requiring air conditioning for day-to-day living will increase due to higher summer

temperatures. In addition, as winter temperatures rise, the number of areas suitable for heat pump

heating with an outside temperature of about -20 degrees or higher will increase.

Demand for air conditioners will approximately double by 2030 and roughly triple by 2050.

Demand for air conditioners in non-OECD countries will increase five-fold from 2016 to 2030, but power

generation will only increase by 2.4-fold. (Worldwide power generation will increase 1.4-fold compared

the 1.9-fold increase in air conditioner demand.)

2-degree scenario with stricter regulations in each country from decarbonization policy

The progress of reducing use of refrigerants under the Montreal Protocol will be strictly managed and

regulations could be tightened if the effectiveness is deemed insufficient.

In addition, countries that today do not have strong regulations will adopt strict energy conservation

policies

2-degree and 4-degree scenario

As temperatures rise, the intensity and frequency of extreme weather will increase, which could increase

instances of production shutdowns or postponements due to damages to our own plants or those of suppliers.
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Risk Management

Process for identifying, assessing and managing climate-related risks

Risks and opportunities related to climate change can originate from the transition toward a decarbonized

society, including stricter regulations, technology advancement, and market shift, as well as from physical

influences, such as acute abnormal weather and chronic temperature increases. We have categorized the

various external environmental changes accompanying climate change as "transition risks" and "physical

risks," assessed their financial impacts as large, medium, and small, and identified important risks and

opportunities.

Every year our business sites around the world identify physical climate-related risks as part of operational

risks. After material risks are identified by the Corporate Ethics and Risk Management Committee, we examine

action policies and response measures. 

Product environmental meetings identify transition-based climate-related risks and opportunities at the time

medium-term management plans are formulated and reviewed. After material risks and opportunities are

identified by the CSR Committee, we examine initiatives and response measures. The initiatives and response

measures for identified risks and opportunities are incorporated into the medium-term management plan and

implemented by each business department.

Moreover, climate-related risks are integrated into the company-wide management process as they are

considered to exert large influence on our business strategies. The management status of company-wide risks

is monitored by the Internal Control Committee chaired by the President and CEO and reported to the Board

of Directors.
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Climate Related Risks and Opportunities and Potential Impacts

Category Impact on Daikin's business
Probability

ofoccurrence

Potential

financial

impacts

Risks

Transition

Stricter regulations on refrigerants 

If regulations on refrigerants become

too strict, there is a possibility that

existing air conditioners no longer

compliant with these regulations will

become obsolete.

High Large

Tight supply and demand for electricity 

There is a possibility that the spread of

air conditioners in emerging countries

will increase electricity usage and

make it difficult to increase sales of air

conditioners due to electricity

shortages.

High Large

Physical

Production delays due to water

shortage 

Production bases located in areas of

high water stress face the potential

risk of disruptions in production due to

the shortage of water necessary for

production processes.

Medium Medium
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Category
Probability

ofoccurrence

Potential

financial

Companies without technologies 

compliant with regulations on 

refrigerants will be weeded out, 

resulting in increased sales of air 

conditioners using refrigerants with 

lower global warming potential, which 

is our strength

High Large

Stricter regulations on energy

efficiency 

Companies without technologies

compliant with stricter regulations on

energy efficiency will be weeded out,

resulting in increased sales of air

conditioners with high energy

efficiency, which is our strength

High Large

Stricter regulations on the use of fossil

fuels 

Regulations on the use of fossil fuels

continue to become stricter, and since

gas-combustion heaters will be subject

to them, there will be an increase in

sales on growing demand for heat-

pump heaters, which is our strength

High Large

Opportunities Transition

Impact on Daikin's business
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Identification, evaluation and management process of climate-related risks and opportunities
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Metrics and Targets

The metrics and targets used to assess and manage relevant climate-related risks and opportunities

We incorporate the greenhouse gas emissions reduction target based on Environmental Vision 2050 into the

Fusion 25 Strategic Management Plan, as well as manage the progress of our environmental activities by

setting metrics and targets related to climate change.

1. Scope 3: With the base year set at 2019, we plan to reduce net GHG emissions from our own business

operations by 30% in 2025, 50% in 2030 and achieve net zero emissions in 2050, compared to a BAU

scenario.

2. Scope 1 and 2: Reduce GHG emissions resulting from manufacturing activities of the entire Group by 40%

in 2030 compared to 2015.

Related Information

Indicators and Targets at Production Sites

Long-Term Outlook Policy (Environmental Vision 2050)

(Page 143) 

(Page 51) 
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Management Strategy and Sustainability

PARTICIPATION IN THE GLOBAL COMPACT

Participation in the Global Compact

Building a System for Unified Group Action

Since 2008, Daikin has endorsed and participated in the Global Compact.

The Global Compact, proposed by former UN Secretary General Kofi Annan

at the World Economic Forum in January 1999, encourages companies to

act as good members of society and aim to realize sustainable growth. It

also urges participating companies throughout the world to support and

practice the Ten Principles in the four areas of human rights, labor, the

environment and anti-corruption.

Based on the environmental philosophy of leading the way to an

environmentally conscious society, Daikin is focused on resolving

environmental issues through business. Further, the Group Conduct of

Guidelines constituting the guideline for each group company's standards

of conduct, reflects the spirit of the Global Compact in Group management

by clarifying details related to respect for human rights, the elimination of

forced and child labor, anti-corruption and other issues from the

perspectives of thorough transparency, soundness and ethical business

activities throughout the entire value chain.
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Ten Principles of the UN Global Compact

Human Rights

1. Businesses should support and respect the protection of internationally proclaimed human rights; and

2. make sure that they are not complicit in human rights abuses.

Labour Standards

3. Businesses should uphold the freedom of association and the effective recognition of the right to

collective bargaining;

4. the elimination of all forms of forced and compulsory labour;

5. the effective abolition of child labour; and

6. the elimination of discrimination in respect of employment and occupation.

Environment

7. Businesses should support a precautionary approach to environmental challenges;

8. undertake initiatives to promote greater environmental responsibility; and

9. encourage the development and diffusion of environmentally friendly technologies.

Anti-Corruption

10. Businesses should work against corruption in all its forms, including extortion and bribery.
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