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Foundational ThemesFoundational Themes

Supply Chain ManagementSupply Chain Management

Policy

Fulfill our social responsibility through environmental impact

reduction, quality assurance, and occupational safety and health

throughout the entire supply chain

Why is it important?

Today, supply chains stretch around the world, which has given rise to such problems as human rights

issues, labor issues, and environmental destruction. There is also a growing tendency to attempt to solve

social issues by boycotting or taking other measures against companies with such problems in their

supply chains. Companies need to step up CSR initiatives not only for their own company but

encompassing their entire supply chain.

Daikin's Approach

Daikin established its Purchasing Policy in 1992 and strives to engage in fair transactions with its

business partners. We recognize the scope of our social responsibilities encompass not only our Group,

but also the entire supply chain. As such, we established the Supply Chain CSR Promotion Guidelines and

we are promoting CSR initiatives in the supply chain that cover the environment, quality, occupational

safety and human rights.
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Philosophy on Suppliers

We make efforts to engage in fair

transactions with suppliers and

promote CSR initiatives

throughout the supply chain.

Working Closely with

Suppliers

We make efforts to collaborate

with suppliers to enhance product

quality while supporting

technological capability

improvements and safety

countermeasures.

Green Procurement

Guidelines

Based on our Green Procurement

Guidelines, we cooperate with

suppliers in conducting green

purchasing.

Related information

Green Procurement

Feature of Fiscal 2021: Supply Chain Management—Establishing a More Flexible and Resilient Supply 

Chain

Supply Chain Management
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Supply Chain Management

PHILOSOPHY ON SUPPLIERS

Basic Policy

Dealings Based on Our Purchasing Policy

Daikin formulated a Purchasing Policy in 1992 that is the basis for fair dealings with suppliers.

Purchasing Philosophy and Purchasing Policy

Purchasing Philosophy:

"Respect Independence" and "Cooperation and Competition"

Purchasing Policy:

Fair relations based on an open door policy 

Provide open, equal, and fair opportunities for all companies, regardless of their locality, size, and

sales results.

Mutual growth through mutual trust  

Create open conditions for business dealings and respect free competition.

Look for good partners  

In procuring from overseas, look for companies to share common profit and offer useful products to

society.

Observe laws, and maintain confidentiality 

Observe laws on business dealings and respect the spirit of these laws.
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Responsible procurement

Daikin is working with suppliers worldwide in ensuring responsible procurement in order to fulfill its social

responsibility across the entire supply chain. We consider our suppliers for raw materials and parts as

important partners, with whom we are promoting relationships of trust through open, equal, and fair trade.

At the same time, Daikin promotes CSR procurement with consideration for the environment, quality,

occupational safety, and human rights within its supply chain including our suppliers in order to earn society's

trust as a global company.

Transactions by region (%) (procurement value basis)

*As of April 2022

Transaction by industry (%) (procurement value basis)

*As of April 2022
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Management System

Giving All Suppliers an Equal Opportunity through an Open Door Policy

Daikin has an open door policy on choosing suppliers in which we welcome bids from any company, regardless

of nationality, size, or transaction results.

In our air conditioning divisions, information on product specifications, quality and target cost, and delivery

times is posted on our website in order to achieve equality of opportunity. All companies satisfying our criteria

become eligible to do business with us.

In our chemicals divisions as well, we do business with any supplier meeting our criteria for specifications,

quality, price, and delivery time.

Participation in the UN Global Compact

Since October 2008, Daikin Industries, Ltd. has been an official member of the UN Global Compact, an

initiative of the United Nations. It is also a member of the local body Global Compact Network Japan. We take

part in the subcommittee on supply chains, a subcommittee comprising representatives of member companies

and organizations. Subcommittee members meet to discuss and exchange information on CSR efforts in the

supply chain, and to collaborate and cooperate in order to advance these efforts and thus strengthen supply

chain management.

Related information

 Participation in the Global Compact
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Evaluation of Supplier

Conducting Regular Evaluations of Suppliers

Before starting business dealings with Daikin, we ensure potential partners understand our Purchasing Policy,

and we assess them on consistent standards. After business dealings begin, we conduct regular re-assessments

based on ISO 9001, investigate compliance with our CSR Promotion Guidelines, and then review the business

relationship accordingly.

In the air conditioning divisions, to ascertain the ability of suppliers to address ESG related risks, we

investigate their compliance with the CSR Promotion Guidelines, which represent standards used globally by

the Group, and determine whether the business relationship with suppliers can be continued. Before we start

transactions with new suppliers, we use the Supplier Assessment Standard Sheet, which takes region-specific

risks into account, to judge companies based on five criteria of administration, quality, price, delivery, and

environmental measures. Suppliers are re-assessed every year at our business sites globally based on our

Assessment System for Continuation of Business. We use the same standards globally to evaluate

environmental aspects. 

Companies that do not meet our assessment standards or companies that pose a high risk are required to

make improvement plans that we assist them in implementing.

In the chemicals divisions, we assess new and existing suppliers based on ISO 9001 from the perspective of five

criteria: management control, safety control, quality control, environmental control, and production control.

We also strive to ascertain the status of suppliers' CSR initiatives. After starting business relationships, we

strive to fairly assess suppliers from multiple perspectives, having numerous Daikin representatives negotiate

with them and making regular visits to their companies.
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CSR Procurement

Rolling Out Supply Chain CSR Promotion Guidelines

Daikin established “build a robust and resilient supply chain that minimizes risks” as the company’s

sustainability indicator and target for 2025, as an initiative for the sustainable development of business

together with suppliers that runs alongside 'look for good partners' pursuant to our Purchasing Policy. This

target proclaims that we will conduct socially responsible procurement as we tackle issues like the

environment, human rights, and labor throughout the supply chain.

In April 2017, Daikin formulated its Supply Chain CSR Promotion Guidelines. These guidelines aim to further

CSR at suppliers and other partners through stable and ongoing growth. In addition to standard requirements

such as proper management and abidance with laws and regulations, the guidelines urge suppliers to strive to

be better in every aspect of CSR, such as improving performance in the environment, quality, occupational

safety, and human rights, and abstaining from dealing with companies in war-torn regions, targeting a

compliance rate of 100% with the above among both domestic and overseas suppliers. Training based on

these guidelines is held internally and at suppliers.

Furthermore, we promote our suppliers to educate and train their workers periodically, disclose information

regarding their activities and progress properly on their website or other tools, and have continuous dialogue

with their stakeholders.

We have conducted CSR questionnaires among the top 80% suppliers by procurement value in Japan and

overseas for monitoring compliance with these guidelines and provide the results of questionnaires to

suppliers as feedback. In addition, we evaluate suppliers by classifying their CSR initiatives according to our

own standards and then recommend improvements or provide guidance to suppliers, in order to improve the

quality of their CSR initiatives. These classes are A, for suppliers with excellent CSR initiatives, B, for suppliers

currently implementing CSR initiatives, C, for suppliers with certain challenges in terms of CSR initiative

themes, and D, for suppliers who do not implement CSR initiatives and face many challenges. 

In fiscal 2021, we conducted the questionnaire after reviewing items concerning human rights given the

growing interest in the topic in recent years. The percentage of suppliers with an class A, the highest level of

CSR initiatives, was 72% in fiscal 2021. We will make efforts going forward to increase the percentage of class

A suppliers to 100%.
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Promotion structure
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Targets and Results

Quantitative

target
Targets

Progress Target

fiscal

yearFY2019 FY2020 FY2021

Percentage of 

requests made 

to suppliers to 

implement 

initiatives 

based on the 

Guidelines

Request all suppliers

to carry out CSR

initiatives based on

the Supply Chain CSR

Promotion Guidelines

100% 100% 100% 2025

Conduct CSR 

questionnaires of 143 449

Around

600

companies

Results of CSR Questionnaires for Fiscal 2021

Increase of CSR

questionnaires

implementation

rate

more than 1,500

primary suppliers

inside and outside of

Japan (accounting for

80% of total

procurement value)

companies

in Japan

and 511

companies

overseas

companies

in Japan

and 487

companies

overseas

in Japan

and

around

700

companies

overseas

2025

Supply Chain Management - 460 -



Supply Chain CSR Promotion Guidelines

1. Policy regarding social responsibility in business practices

Have written rules to inform employees of their social responsibilities and ensure they strictly fulfill

such social responsibilities in areas such as business policy and code of conduct in business practices.

Specific Guidelines

2. Provision of safe, high-quality products and services

Always strive to ensure safety and quality of products for end users. If problems regarding safety

arise, take action promptly and appropriately.

Specific Guidelines

3. Free competition and fair trading

Conduct company business activities in a fair manner by being compliant with laws and regulations

related to free competition and fair trading, including antitrust laws in each country and region.

Specific Guidelines

4. Compliance with trade-related laws and regulations

Comply with trade-related laws and regulations of each country and region, and under no

circumstances get involved in dealings that risk endangering world peace and safety and the

maintenance of world order.

Specific Guidelines

5. Respect and protection of intellectual property rights

Respect the intellectual property rights of other companies and ensure not to infringe upon them.

Specific Guidelines

6. Proper management and utilization of information

Properly manage and efficiently utilize confidential information and personal information of your

own and other companies, and always ensure that such information is obtained under lawful

means.

Specific Guidelines

7. Prohibition of insider trading

To maintain trust as company, do not take a part in the buying and selling of stockshares with the

aid of non-disclosed information obtained from your own or other companies (insider trading).

Specific Guidelines

8. Timely and proper disclosure of corporate information

When Daikin, based on appropriate reasons and situations, requests that you disclose information

on your company, respond earnestly and in a timely manner, and strive for earnest two-way

communication with Daikin.

Specific Guidelines
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9. Preservation of the global environment

Comply with environment-related laws and regulations in each country and region, and implement

activities to sustain and improve the global environment in all areas of business, including

development, production, sales, logistics, and services.

Specific Guidelines

10. Guarantee of safe operations

Besides ensuring safety in the workplace, obtain the trust of stakeholders in the community by

always putting "safety first" and by making every effort to ensure safe operations.

Specific Guidelines

11. Respect for human rights and diversity, and compliance with labor-related laws

Respect the human rights of each and every individual; do not in any way discriminate against

people based on their nationality, race, ethnicity, religion, skin color, age, gender, birth, or

disability; and respect people's diverse values and approaches to work. In addition, observe both

the letter and spirit of all labor laws and regulations of each country and region, and under no

circumstances sanction the labor of underage employees, minors who do not meet the minimum

legal age requirements (child labor), or labor performed under compulsion or against a person’s will

(forced labor).

Specific Guidelines

12. Protection of Company Assets

We shall properly manage the tangible and intangible assets of our company to protect and utilize

effectively these assets.

Specific Guidelines

13. Proper handling of accounting procedures

Perform accounting procedures lawfully and properly according to accounting standards and tax

laws, and strive for a high level of internal control.

Specific Guidelines

14. Moderation in entertainment and gift exchanges

Exercise moderation and perform within the acceptable range of social norms and obey the laws

and regulations of each country and region in regards to entertainment and the exchange of gifts

related to business activities.

Specific Guidelines
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*

15. Firm stance toward anti-social behavior

Take a firm stance against anti-social forces or organizations that threaten the safety and order of

citizens and society.

Specific Guidelines

16. Compliance with industry laws and regulations

Accurately comprehend and observe all business laws and regulations applicable to your company's

business activities.

Specific Guidelines

17. Proper grasp of industry risks and implementation of business continuity plans

Conduct appropriate risk management in your company's business activities, and have a business

continuity plan (BCP) in place.

Specific Guidelines

Green Procurement Ensures Thorough Chemicals Management

 Refer to Green Procurement (Environmental Management)

Dealings Based on Our Basic Policy Regarding Conflict Minerals

Under "11. Respect for human rights and diversity, and compliance with labor-related laws" of the Supply

Chain CSR Promotion Guidelines, the Daikin Group strives to identify materials from the Democratic Republic

of the Congo and its surrounding countries and recommends suppliers to procure minerals from smelters with

conflict-free certification. In addition, in July 2013, we established our Basic Policy Regarding Conflict Minerals.

In our air conditioning divisions, in fiscal 2016 we started an online registration system for results of conflict

mineral (3TG: gold, tin, tantalum, and tungsten) surveys based on the latest system or tool designed by RMI*.

This strengthens our system for surveying the procurement sources of conflict minerals.

RMI: Responsible Minerals Initiative

Basic Policy Regarding Conflict Minerals

To ensure that Daikin does not inadvertently provide assistance to inhuman acts of armed groups in the

Democratic Republic of the Congo and surrounding countries, we are taking active measures to uphold

appropriate mineral procurement by raising transparency of the supply chain in cooperation with our global

business partners.

Supply Chain Management
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Risk Management in the Supply Chain

Daikin is working to mitigate growing procurement risks due to the globalization of its business operations.

We regularly evaluate suppliers to identify risk and have created an in-house system for making quick

decisions on suppliers affected by risk, and we update our databases as needed in order to improve our ability

to deal with problems when they arise.

We encourage the use of multiple suppliers across different regions and the commonization and/or

standardization of parts in order to ensure raw materials and parts are supplied in a stable and timely manner

at reasonable prices even if one supplier faces a deterioration in financial situation or in case of a natural

disaster or accident.

Suppliers that carry parts and materials matching Daikin's core technologies are designated as "Critical

Supplier" considering the three categories of "substitution difficulty," "size of transactional value", and

"importance of items supplied." Moreover, from among these, suppliers that further meet the following

criteria at a certain level are designated as "Global Supplier," with whom we promote business on a global

scale.

Definition of Global Supplier

1. Supplier with a business location targeting one of Daikin's global locations

2. Capability to manage the sales price demanded by Daikin

3. Capability to conclude a contract or agreement demanded by Daikin

In fiscal 2021, 23 companies around the world have been designated as Global Suppliers to Daikin. Through

our Global Supplier Conference, we work to adjust order volume, streamline costs, and ensure stable

procurement in dealings with these 23 supplier companies. In addition, following the spread of the COVID-19

pandemic, we are promoting greater procurement locally.
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Supply Chain CSR Promotion Guidelines

1. SOCIAL RESPONSIBILITY IN BUSINESS PRACTICES

Have written rules to inform employees of their social responsibilities and ensure they strictly fulfill such

social responsibilities in areas such as business policy and code of conduct in business practices.

Specific Guidelines

1. Top management members take the initiative in fulfilling social responsibility

Have top management members take the initiative for social responsibility at your company by making

policy and demonstrating this policy by example.

2. Have written rules on management policy for furthering social responsibility

Formulate and put into writing rules for your company's (management's) policy on social responsibility, as

well as codes of conduct for these rules, and convey these rules to employees and all others connected to

your company's business operations.

Documents to be submitted:

Top management's CSR policy (Sustainability Report, information on company website)

Documents on CSR policy and code of conduct (Sustainability Report, information on company

website)
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Supply Chain CSR Promotion Guidelines

2. PROVISION OF SAFE, HIGH-QUALITY PRODUCTS

AND SERVICES

Always strive to ensure safety and quality of products for end users. 

If problems arise, take action promptly and appropriately.

Specific Guidelines

1. Ensure the safety and quality of products and parts

1. Abide by relevant product-safety laws and product-safety standards in Japan and other countries.

2. To ensure quality of products (and parts), take measures including the establishment of a quality

management system, so that in all processes, from design and manufacture to sales and after-sales

service, your company can ensure the level of product safety and quality that Daikin demands.

3. To ensure that products (and parts) can be used safely, upon request from Daikin, provide it without

delay with documentation such as delivery specifications and technical documents.

4. Strive to provide the safest and highest-quality products by promptly obtaining information on

products (and parts) from within Daikin or from the market and by using this information to handle

customer issues down the line and to provide the relevant company departments with proper

customer feedback.

Documents required for submission:

If your company's products, or products that use your company's products, have in the past been

cited for a violation of product safety laws, provide documentation of the violation and the

measures taken to resolve the problem.

If your company has formulated its own safety standards related to parts (and products) regardless

of laws or requests from customers, disclose the content of these standards.

2. Respond promptly and appropriately when safety issues occur

1. Gather information on accidents involving your company's products (and parts), report this promptly

to your company's top management, and provide Daikin with appropriate information.

2. If a safety issue occurs with your company's product (or part), prioritize end user safety by promptly

taking all possible measures to prevent further accidents or to minimize damage from the accident.

3. Upon request from Daikin, promptly provide Daikin with a written report containing your company's

evaluation of the accident, its cause, and possible ways to deal with the problem.
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Supply Chain CSR Promotion Guidelines

3. FREE COMPETITION AND FAIR BUSINESS

DEALINGS

Pursue honest business activities by engaging in honest competition in abidance with Japan's

Antimonopoly Act and the relevant laws of other countries and regions, and by abiding with other laws

related to business dealings.

Specific Guidelines

1. Observance the Antimonopoly Act

1. To ensure free competition, do not enter into agreements with your competitors in any country to

predetermine pricing, production and sales quantity, production and sales models, business partners,

sales territory, date of product launch, or similar anti-competitive action.

2. In the case of tendered bids and quotations, do not enter into any agreements with your competitors

to predetermine bid price or bid recipient.

3. Do not unfairly inhibit your dealers from selling other companies' products, nor restrict their sales

territories, sales routes, purchase routes, or take any similar action in violation of the Anti-Monopoly

Act or other fair-trade laws.

4. Observe the laws and regulations relating to fair competition in each country and region, and

conduct fair and honest business activities.
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Supply Chain CSR Promotion Guidelines

4. COMPLIANCE WITH TRADE-RELATED LAWS AND

REGULATIONS

Comply with trade-related laws and regulations of each country and region, and under no circumstances

get involved in dealings that risk endangering world peace and safety and the maintenance of world

order.

Specific Guidelines

1. Ensure that Transactions Do Not Undermine Security

1. Observe the Security Export Control Regulations and U.S. overseas application of the U.S. Export

Administration Regulations governing trade laws from a standpoint of support for non-proliferation

of weapons of mass destruction, deterrence to the excessive buildup of conventional weapons, and

absolute avoidance of any possible involvement in or assistance to terrorist activities.

2. Sufficiently verify the user and intended use of transactions involving exports by being attentive to

the international situation and do not engage in any trade that conflicts with your company's social

responsibility.

3. Formulate clear in-house policies for secure export control, and abide by these policies to ensure

thorough export control.

2. Observe Other Trade Control Laws and Regulations

Besides ensuring secure export control as mentioned above, observe all related laws and regulations that

concern the importing or exporting of products (or parts), including Japan's Foreign Exchange and

Foreign Trade Control Law and the Custom's Law.
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Supply Chain CSR Promotion Guidelines

5. RESPECT AND PROTECTION OF INTELLECTUAL

PROPERTY RIGHTS

Acquire and protect intellectual property rights for your company, respect the intellectual property

rights of other companies, and ensure you do not infringe upon the intellectual rights of other

companies.

Specific Guidelines

1. Acquire, Protect, and Utilize Intellectual Property Rights

1. Recognize that intellectual property is an important asset and strength of your company, and

therefore properly maintain, manage, and protect your intellectual property rights while utilizing

them effectively.

2. Be conscious that your company's products (and parts) are used in Daikin's and other company's

products around the world, and actively acquire and protect intellectual property rights, which are

the result of your company's advanced, creative research and development.

3. Gather information concerning intellectual property rights generated from all your organization's

group companies, including overseas companies, and strive to fully understand and utilize intellectual

property rights as a corporate group.

4. Appropriately execute your rights in regards to infringement upon your company's intellectual

property rights by third parties.

2. Respect the Intellectual Property Rights of Other Companies

1. When developing new products (and parts) and technology, confirm that you are not infringing on

the intellectual property rights of other companies anywhere in the world.

2. In the legal licensing of intellectual property rights from Daikin and other companies, observe the

scope of use specified in the contract when using those property rights. For example, be thorough in

making sure you are not making illegal copies of software.

3. Do Not Copy Other Companies' Products

In the interests of fair competition, do not without permission imitate the products (or parts) of any other

companies during the development, manufacture, or sale of your products
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Supply Chain CSR Promotion Guidelines

6. PROPER MANAGEMENT AND UTILIZATION OF

INFORMATION

Properly manage and efficiently utilize confidential information and personal information of your own

and other companies, and always ensure that such information is obtained under lawful means.

Specific Guidelines

1. Properly Manage and Utilize Your Company's Confidential Information

1. Properly manage and utilize the confidential information of your company to prevent it from leaking

to outside the company.

2. Should the disclosure of confidential information of your company become necessary, thoroughly

consider the disclosure method, the scope of the confidential information to be disclosed, and other

matters, and take measures such as signing confidentiality agreements in order to prevent the

confidential information from leaking to third parties.

3. Ensure that employees leaving your company do not leak confidential information that they obtained

during their tenure with the company.

2. Fairly Obtain and Properly use the Confidential Information of Other Companies

1. When obtaining confidential information of other companies, acquire this information by proper

methods and from a person with authority to disclose it.

2. Upon acquiring confidential information from another company, confine its use to the scope specified

in the confidentially agreement and properly manage the information as if you were handling the

confidential information of your own company.

3. Properly Handle Personal Information

1. When acquiring personal information, convey to the individual in question the purpose of use of the

information and restrict its use to this purpose.

2. Do everything possible to prevent the leak of personal information that is entrusted to you from

business partners, employees, and others.

3. Take the appropriate measures regarding requests by individuals to disclose, correct, or delete any of

the personal information that you have stored in your database.

4. Appropriately Manage Personal Information Systems

1. Protect your company's IT system (computer systems, networks, and information property kept within

the computer systems), and build an environment for its proper use.

2. Always be on guard for cyber attacks such as computer viruses from outside your company. If by

chance your company is attacked, have measures in place to prevent against actual damage from

viruses.
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Supply Chain CSR Promotion Guidelines

7. PROHIBITION OF INSIDER TRADING

To maintain trust as company, do not take a part in the buying and selling of stockshares with the aid of

non-disclosed information obtained from your own or other companies (insider trading).

Specific Guidelines

1. Do Not Take Part in Insider Trading Based on Your Company's Internal Information

When material information (non-public information that may affect investment decisions) is gained

regarding your company and its group companies, strictly manage such information in order to prevent

leaks to third parties prior to public disclosure, and ensure that none of your employees buy or sell shares

in your company for the purpose of profiting from the insider information.

2. Do Not Take Part in Insider Trading Based on Other Companies' Internal Information

When material information is obtained on suppliers and other third party companies in the line of duty,

strictly manage such information in order to prevent leaks to third parties prior to public disclosure, and

ensure that none of your employees buy or sell shares in the company in question for the purpose of

profiting from the insider information.

3. Prohibit Leaks of Material Facts

When material facts of your company and its group companies, as well as other third-party companies

(listed companies), are obtained, strictly manage that information prior to its public disclosure to prevent

it from leaking to third parties and being used for the purpose of insider trading. In addition, do not

convey that information to parties other than those who need it to perform work.

Supply Chain Management - 471 -



Supply Chain CSR Promotion Guidelines

8. TIMELY AND PROPER DISCLOSURE OF

CORPORATE INFORMATION

When stakeholders make requests for information based on proper reasons and conditions, do

everything possible to disclose such information in a timely manner, and strive to further

communication with stakeholders.

Specific Guidelines

1. Be a Highly Transparent and Open Company that Earns the Respect of Society

If Daikin or other group companies make requests for information on your company's business based on

proper reasons and conditions, disclose such information in a proactive and timely manner. In addition,

build a relationship of trust with Daikin through communication and strive to be a highly transparent and

open company.

2. Disclose Investor Information in a Timely and Appropriate Manner

Disclose investor information to your stakeholders in accordance with laws and regulations. In addition,

disclose valuable and reliable information on your management philosophy, management strategy,

business plans, and other facets of business in a proactive, appropriate, and timely manner so that your

stockholders gain a full understanding of your enterprise's management.

3. Cooperate in Inspection Tours and Audits of Your Factories

Cooperate in every way possible with requests from Daikin for inspection tours or audits (regarding

quality, safety, or other necessary matters) of your factories.

Supply Chain Management - 472 -



Supply Chain CSR Promotion Guidelines

9. PRESERVATION OF THE GLOBAL ENVIRONMENT

Observe all applicable laws and regulations in each country and world region, and practice initiatives

that preserve and improve the global environment in all aspects of your business operations, including

product develop, manufacturing, sales, distribution, and service.

Specific Guidelines

1. Observe Environmental Laws and Regulations

In the execution of your business activities, observe environmental laws and regulations, reduce the

environmental load of business activities, and take measures to prevent environmental pollution.

2. Implement Measures to Protect the Environment in All Aspects of Business

Work with Daikin and other business partners and suppliers to carry out environmental protection

activities in all aspects of your business operations, including manufacturing, distribution, sales, and after-

sales service.

3. Contribute to Environmental Preservation through Product Development and Technological Innovation

Pursue development and technological innovation of products (and parts) with superior environmental

performance while having a firm, quantitative understanding, from the planning and design stages in

product development, of the impact that your business has on the environment.

4. Environmental Communication

Pursue honest and fair disclosure of information on your company's environmentally related efforts and

successes. In addition, in your initiatives, utilize outside knowledge obtained through, for example,

dialogue with stakeholders.

5. Encourage Employees to Preserve the Environment Both in the Workplace and at Home

Contribute to local communities and society by increasing environmental knowledge and awareness

among your employees through environmental education and volunteer activities, reduce environmental

load with energy savings and resource conservation in the workplace and at home, and tackle initiatives

for biodiversity conservation that protect nature and recycle.

6. Prevent Environmental and Health Hazards in the Community

Be aware of the environmental impact that your business has on not only your factory but on its

surroundings as well so that you do not cause environmental and health hazards in the community.

7. Cooperate with Green Procurement Surveys and Strive to Improve Green Procurement

Cooperate in all aspects of Daikin's Green Procurement Surveys, and continuously strive to improve your

company's Green Procurement Score on these surveys.
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Supply Chain CSR Promotion Guidelines

10. GUARANTEE OF SAFE OPERATIONS

Take all possible precautions for safe operations and act with a mindset of "Safety First" to ensure the

safety of the workplace and further gain the trust of people in the regions you serve.

Specific Guidelines

1. Observe Safety-related Laws and Regulations and Establish and Observe Internal Standards to Ensure Safe

Operations

Establish safety-related laws and regulations and internal company safety rules in response to experience

and past failures, and observe these policies in the interests of safety. Observe society's safety-related laws

and regulations, establish internal rules suitable to your company's business, constantly review these rules

to make them appropriate, and strictly follow them in order to raise the level of safety.

2. Take Precautions Based on the Likelihood of Danger

To ensure operational safety, determine the possible sources of hazards before an accident or disaster

occurs, and take precautions to prevent such occurrences.

Together with near-miss training and danger prediction activities, examine possible causes of danger in

the workplace through risk assessment, and draft countermeasures for risk and conduct PDCA in order to

achieve "zero danger" in every aspect of your organization.

3. Take Immediate Action in Response to an Accident or Disaster

1. In the event of an accident or disaster, rescue the victims and prevent the spread of the accident or

disaster. If necessary, take prompt and speedy measures in the community by, for example, issuing an

evacuation order for locals and leading them in the evacuation.

2. Have a business continuity plan (BCP) in place that includes measures such as quickly restoring

equipment damaged in the disaster. If a disaster occurs, make every effort to minimize its impact.
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11. RESPECT FOR HUMAN RIGHTS AND DIVERSITY,

AND COMPLIANCE WITH LABOR-RELATED LAWS

Respect individual human rights, diverse values, and working philosophies, and strive to build a

workplace where people feel safe and free to work in their own way. In addition, observe both the

letter and spirit of all labor laws and regulations of each country and region, and under no

circumstances sanction the labor of underage employees, minors who do not meet minimum legal age

requirements (child labor), or labor performed under compulsion or again a person's will (forced labor). 

If there are contradictions between laws of each country and internationally accepted standards of

human rights, pursue the method to respect universal human right principles at maximum efforts.

Specific Guidelines

1. Respect Human Rights

Respect the human rights of each and every employee, both those of your own company and those

working for companies you outsource to, without regard to nationality, race, ethnicity, religion, color of

skin, age, gender, sexual orientation, or disability. Strive to ensure a pleasant working environment and

good human relations in the workplace.

Do not engage in any forms of harassment, make every effort to create a fair and positive workplace and

do not engage in forced labor.

Strive to preserve privacy of employees.

Furthermore, respect the human rights of people outside the company including your business partners

and various stakeholders by human rights due diligence and mechanism of correction and grievance

adjustment.

2. Respect Diversity

Pool the strength of all people concerned by respecting their diverse values and working philosophies and

mutually accepting their differences, with the aim of building a workplace where you can maximize the

talents of your human resources.

3. Observe Laws and Regulations Related to Labor Practices

Thoroughly comply with all labor laws and regulations (Labor Standards Law, the Industrial Safety and

Health Law, the Labor Union Law, the Worker Dispatch Law, etc.,) and promote a relationship where "the

company and the individuals who work there are drawn together by mutual preference," thus creating a

workplace foundation that allows each and every employee to work with enthusiasm.

Furthermore, respect freedom of association and right to collective bargaining following laws applied in

the nation and district on business and strive to secure appropriate wages and management of working

hours.
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4. Ensure Workplace Health and Safety

Conduct daily inspections of workplaces for possible causes of disasters and implement disaster prevention

measures so that you can create a work environment where disaster risk is minimized and where your

employees can thus work in safety.

5. Instill Pride in Your Employees

Have all your employees act in awareness of their responsibility as members of society. Do not commit any

anti-social or illegal acts, and do not get involved with any companies or individuals committing such acts.

In addition, observe your working regulations and internal company policies and do not commit any

dishonest or unfaithful acts. Moreover, maintain internal order and public morals and work diligently and

with sincerity.

International norms:

Universal Declaration of Human Rights, The United Nations Guiding Principles on Business and Human

Rights, United Nations Global Compact, ILO Declaration on Fundamental Principles and Rights at Work,

OECD Guidelines for Multinational Enterprises
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12. PROTECTION OF COMPANY ASSETS

Properly manage the tangible and intangible assets of your company to protect and effectively utilize

these assets.

Specific Guidelines

1. Use Corporate Assets Only for Business Purposes

Establish and enforce internal rules in order to effectively utilize your company's assets and make them

your own, and do not use these assets for any purpose other than company business.

2. Protect Corporate Assets

Enact protective measures for corporate assets (such as daily disaster-prevention activities) and always

handle the assets with care to prevent their loss, damage, or theft.

In addition, make every effort for appropriate credit management to limit exposure and prevent the

occurrence of uncollectible debts.

3. Properly Manage Corporate Assets

Avoid speculative trading in the management of your company's corporate assets (real estate, securities,

etc.).

4. Conclude Appropriate Contracts

Before concluding an agreement, thoroughly examine the contractual terms of the agreement to ensure

that your rights are secured and that you avoid assuming unreasonable obligations. In addition, fulfill the

terms of the agreements you have concluded.
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13. PROPER HANDLING OF ACCOUNTING

PROCEDURES

Perform accounting procedures lawfully and properly according to accounting standards and tax laws,

and strive for a high level of internal control.

Specific Guidelines

1. Pay Expenses Properly

When paying expenses, use all possible means, including internal rules under which multiple people

conduct checks, as part of strict measures to ensure the avoidance of unfair or improper expense

payments.

2. Ensure Fair Accounting

Conduct accounting based on generally accepted corporate accounting principles in order to ensure the

accuracy of your accounting and financial data. Likewise, build and maintain an appropriate internal

control system to ensure the accuracy of financial reporting.

3. Observe Tax Laws

1. Pay taxes in accordance with relevant tax laws.

2. For overseas transactions, including transactions by companies in your corporate group, carefully

check how tax laws apply in the countries of your group companies' and in the countries of the

companies your group companies are dealing with.

Supply Chain Management - 478 -



Supply Chain CSR Promotion Guidelines

14. PRACTICING MODERATION IN ENTERTAINMENT,

GIFT EXCHANGES, AND INVITATIONS

Exercise moderation and perform within the acceptable range of social norms and obey the laws and

regulations of each country and region in regards to entertainment, the exchange of presents, and

invitation relating to your business. In particular, do not entertain, provide gifts of monetary value, or

extend invitations to public officials in Japan or abroad that violate the applicable laws and regulations

in each country and region.

Specific Guidelines

1. Maintain Sound and Transparent Relationships with Government and Municipal Offices

1. Do not provide entertainment, gifts, or invitations to any public servants in government offices in

accordance with laws such as Japan's National Public Service Ethics Act.

2. In striving to expand your global business, do not provide entertainment, gifts, or invitations to any

public servants in overseas government offices in accordance with national or regional laws and

regulations.

2. Observe Japan's Political Funds Control Law and Public Offices Election Law

Before making a political donation or contribution, whether to a candidate or a political party,

thoroughly study and uphold laws such as Japan's Political Funds Control Law and Public Offices Election

Law, and follow any relevant procedures that are specified.

3. Practice Moderation in Entertainment and Gift Exchanges with Business Partners

When entertaining, exchanging gifts with, or extending invitations to customers or business partners,

comply with the laws and regulations relating to each country and region and seek moderation

appropriate to the standards of society in maintaining sound business practices.
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15. FIRM STANCE TOWARD ANTI-SOCIAL BEHAVIOR

Take a firm attitude against anti-social forces and organizations that threaten the safety and order of

citizens.

Specific Guidelines

1. Prohibit the Giving of Material Benefits to any Person Regarding the Exercise of Shareholders' Rights

Prohibit the giving of material benefits to any person regarding the exercise of shareholders' rights.

2. Prohibit Dealings with Anti-social Forces and Organizations

1. Do not take part in dealings that serve as supporting or providing illegal profit to any anti-social

forces or organizations.

2. Do not enlist the support of anti-social forces or organizations in pursuit of business activities.

3. Institute Zero Tolerance of Anti-social Forces and Organizations

1. Do not meet any unjustified or unreasonable demands of any criminal groups or organizations.

2. If contacted by an anti-social force or organization, handle the matter on an organization basis, not

an individual basis. Moreover, regularly work to build a specific link between law enforcement

officers and outside specialists such as lawyers, and in the case of an emergency take appropriate

measures through both civil and criminal legal channels in cooperation with outside specialists.
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16. OBSERVING EACH CATEGORY OF INDUSTRY

LAW AND REGULATION

We shall accurately comprehend and observe all business laws and regulations of each country and

region applicable to our business activities.

Specific Guidelines

We shall accurately comprehend and observe all business laws and regulations of each country and region

applicable to our business activities.

We shall observe all applicable laws and regulations relating to fair competition and fair trade of each country

and region, including antimonopoly laws. Furthermore, we shall conduct fair sales and procurement activities

based on proper corporate ethics and in accordance with sound business practices and social norms.
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17. PROPER GRASP OF INDUSTRY RISKS AND

IMPLEMENTATION OF BUSINESS CONTINUITY

PLANS

Conduct appropriate risk management in your company's business activities, and have a business

continuity plan (BCP) in place.

Specific Guidelines

1. Conduct Economic, Social, and Environmental Risk Management in Your Company's Business Activities

Always have a clear picture of your company's business risks and have a BCP in place by studying the

economic, social, and environmental risks of your business and if necessary updating aspects of your

company's risk management policy.

2. Formulate a BCP to Avoid Risk

With regards to the above-mentioned risks, be prepared for emergencies by having rules stipulating

measures to take in case of emergencies (a BCP). In particular, strive to avoid risk by clearly stipulating

action guidelines related to recent major problems such as global warming and water risk.

3. In Business Continuity Efforts, Have Company Executives Lead by Example on Key Governance Issues and

Inform All Employees of these Issues

In the area of business continuity, have company executives lead by example and have rules covering the

entire company. In addition, ensure each and every employee is thoroughly versed in these rules and have

all employees work together to ensure the sustainability and continuity of business.

4. Disclose Information on BCP Initiatives

If requested, immediately inform Daikin of the details of your company's BCP.

5. Formulate a BCP that Covers Even Your Secondary and Tertiary Business Partners

Formulate a BCP that covers not just your own company but also the BCP efforts of your suppliers.

Documents required for submission:

Documents (rules, procedures, etc.) detailing your company's internal standards for BCP

management

Risk management documents from your secondary and tertiary suppliers (factory locations,

assessment data, etc.)
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WORKING CLOSELY WITH SUPPLIERS

Ensuring Legal Compliance in the Entire Supply Chain

Doing Everything Possible to Help Suppliers Achieve Compliance

Daikin does everything possible to help suppliers abide by laws.

In the air conditioning divisions, we send out written requests for legal compliance and hold meetings four 

times a year at which we introduce case studies. 

We also provide information on compliance with environmental laws and regulations on a special website for 

suppliers. 

In the chemicals divisions, we carry out unscheduled audits. During on-going assessments, we also have 

suppliers fill out questionnaires to diagnose their own compliance and that of their external providers. So that 

we can judge their progress, these sheets contain check items related to eliminating excessive and unfair labor, 

and the respect of human rights at supplier companies.

Ensuring Compliance with the Subcontract Act

There are several thousand Daikin suppliers and subcontractors covered by the Subcontract Act. Our 

Subcontract Act Compliance Guidelines ensure that all Daikin divisions are in full compliance with the Act. We 

provide training to employees of relevant divisions and have them participate in third-party seminars.

Comprehensive compliance inspections ensure that appropriate payment methods are being followed. We 

also constantly check the financial situation of subcontractor suppliers and production outsource suppliers 

and, if necessary, implement assistance measures such as relaxation of payment methods.
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Since fiscal 2016, as a new part of our CSR procurement efforts, we survey suppliers on their use of conflict

minerals (the four minerals of tin, tantalum, tungsten and gold, which are mined in the Democratic Republic

of the Congo and surrounding countries and are used by rebel groups to purchase weapons).

Related information

Green Procurement

Green Procurement Guidelines

Daikin Industries, Ltd. requires that its suppliers abide by the Green Procurement Guidelines and that they 

establish and operate their own environmental and quality management systems. Amidst increasingly strict 

chemical control laws, we regularly revise our Green Procurement Guidelines. On top of this, using a green 

procurement survey, Daikin Industries, Ltd. determines the effectiveness of suppliers' environmental 

management systems. In fiscal 2018, we introduced chemSHERPA, a chemical control system recommended by 

Japan's Ministry of Economy, Trade and Industry in an effort to manage information on chemicals in a more 

speedy and reliable manner.
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Quality improvement announcement meeting

Raising Product Quality and Ensuring Safety Together with Suppliers

Suppliers Take Part in Quality Improvement Conferences, Receive Quality Guidance

Daikin conducts regular quality audits at the production sites of suppliers through its business sites in Japan

and overseas. We also hold information sessions and training sessions to provide opportunities for suppliers to

learn about methods of improving quality, and CSR procumbent, among other matters.

Support provided to suppliers

Supplier meetings

Explanation is given on Daikin Industries, Ltd.'s policy and situation,

and information is provided on its CSR and environmental initiatives

to suppliers of the air conditioning divisions. (Four times/year, but in

fiscal 2021, as with fiscal 2020, it was held one time to prevent the

spread of COVID-19, with a total of 119 companies taking part.)

Quality meetings

Quality training is implemented for suppliers in aiming to permeate

understanding of Daikin's quality guidelines. (Every year, 279

companies took part in the two meetings held in fiscal 2020. Quality

training was not held in fiscal 2021.)

Suppliers with quality problems must report on improvement

measures, targeting suppliers of the air conditioning divisions.

(Quality improvement announcement meetings were held on five

occasions for 17 companies in fiscal 2018, four occasions for 30

companies in fiscal 2019, one occasion for 17 companies in fiscal 2020

due to COVID-19, and one occasion for six companies in fiscal 2021.

Meanwhile, quality improvement proposal meetings were held on 124

occasions for 11 companies in fiscal 2020 and 169 occasions for 24

companies in fiscal 2021.)

Quality improvement 

announcement meetings, 

quality improvement 

proposal meetings
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Quality audits

Auditing institution conducts regular external audit based on ISO

9001, and internal audit are conducted jointly in the Air Conditioning

Manufacturing Division and at suppliers of the air conditioning

divisions. Moreover, our representatives conduct visits to suppliers for

checks on management items concerning the procurement and quality

of newly adopted parts and the production process to streamline

production on a regular basis. (Conducted at 95 companies in fiscal

2018, 99 companies in fiscal 2019. Conducted at only 44 companies in

fiscal 2020 and 52 companies in fiscal 2021 due to COVID-19) 

Suppliers of the chemicals divisions who provided defective products

underwent audits based on ISO 9001. (Switched to online audits in

some cases after narrowing the target companies to nine in fiscal 2021

due to COVID-19.)

Quality process audit
We also conduct periodic audits on quality process on suppliers of the

air conditioning divisions based on Daikin's quality guidelines.

Quality forum

Introduction of Daikin Industries, Ltd.'s quality policy, defect rate and

quality cost of purchased goods, quality abnormalities among

companies, and activities aimed at improving quality, targeting

suppliers of the chemicals divisions. (Once a year)

Commendation system

Suppliers that make significant contributions to the areas of

development, production, quality, price, delivery, environment and

global business are presented with a CEO Award, COO Award or

Special Commendation once a year in order to recognize the daily

contributions of suppliers.

Supplier visits

Managers and certified excellent engineers "Takumi" of Daikin

Industries, Ltd. visit suppliers of the air conditioning divisions to

provide instructions.

Technical exchange meetings

Daikin representatives conducted both in-person visits to suppliers and

online meetings during COVID-19 to exchange information to propose

new technology and innovative techniques. (14 companies took part

in fiscal 2021).

Technical meetings

Information sessions on Daikin technology are held to provide a

platform for making technical proposals between Daikin and its

suppliers (120 companies took part online in fiscal 2021).
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Supporting Quality Improvements of Suppliers in Thailand

With in-person support made difficult due to the COVID-19 pandemic, Daikin Industries (Thailand) Ltd.

provided e-learning to suppliers beginning in fiscal 2021 to support their analysis and improvement of

quality issues and increase quality. 

The training features a number of courses that teach about analysis and improvement of quality issues

along with specialist knowledge for improving the quality of supplied parts, including ways to increase

technical skills for making plastic molds and fabricating pipework and improving process management

methods using 2D codes. More than 150 suppliers participated in the training. Suppliers’ comprehension of

curriculum is regularly confirmed via post-training test.
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Aiming for Zero Defects through ZD Activities at Bases Worldwide

Since fiscal 2007, the air conditioning divisions have been working with suppliers taking part in the Supplier

Quality Conference in an initiative called ZD (zero defect) activities. The goal is to achieve zero defects

through 3S (visual checks for "sort, sweep and standardize"), preventative measures (look for potential

defects in production processes), and prevention of reoccurring problems (through regular maintenance).

ZD Activities with Suppliers
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Business Partners and Staff of Outsourcing Partners Contribute to

Plant Safety

Providing Business Partners and Staff of Outsourcing Partners Working in Daikin Plants with Safety

Information and Conducting On-Site Patrols

Daikin Industries, Ltd. asks for business partners and staff of outsourcing partners to cooperate in making

plants safer.

Assisting Business Partners and Staff of Outsourcing Partners to Ensure Safety

Related information

 Occupational Safety and Health

Plant

safety

liaison

meetings

Awareness on safety is raised and information sharing carried out in order to safeguard

staff of outsourcing partners. (Meetings are held bi-monthly) In addition, safety patrols

are held.

Driving

safety

seminars

Drivers of supplier delivery vehicles that frequent our factories are taught about traffic

rules on- and off-site. (Once a year, in fiscal 2021, seminars were held online to prevent

the spread of COVID-19. Approximately 500 drivers participated.)

Training

for

partner

companies

Training is held on safety and work quality management, information on hazardous

chemicals provided using Safety Data Sheets (SDS), and pocket-sized safety booklets are

handed out to workers of partner companies performing periodic maintenance of

chemical facilities.

Supply Chain Management

(Page 346) 

- 489 -



Building a Relationship of Growth

Communication is Key to Building Understanding and Trust

Daikin takes every possible opportunity to communicate with suppliers and promote mutual understanding

and trust.

In the air conditioning divisions, managers including the general manager and the senior manager of the

Global Procurement Division regularly visit suppliers, where they lead briefings, goodwill gatherings, and

awards ceremonies as part of communication enhancement efforts.  

In April 2014, we re-started our air conditioner cooperative. The aim of this cooperative is to provide the

impetus for innovation leading to new and better manufacturing; for example, counter the weakening of

Japan's manufacturing amidst intensifying globalization by helping make Japanese suppliers more

internationally competitive and by boosting our ability to quickly respond to sudden changes such as

exchange rates and market conditions. 

In fiscal 2021, the annual meeting was held online due to the COVID-19 pandemic. Also, we streamed videos

and held study sessions to raise the bar of CSR procurement. 

In fiscal 2021, we again focused on activities of subcommittees in the air conditioner cooperative, which are

divided into the three categories of safety, delivery improvement, and rental assets, hosting an annual review

of activities. These activities benefit both suppliers and Daikin, including through business collaboration.

In the chemicals divisions, besides the ongoing Quality Forum meetings, purchasing managers keep in close

contact with suppliers to gather and exchange information in areas such as technology, quality, and prices.

Any problems that come up are solved through extraordinary or emergency support requests to relevant

divisions. 

Particular emphasis was given to follow-up after outsourced production start-up, and we worked with

suppliers while the chemicals divisions worked alongside the Quality Assurance Department and engineering

divisions to examine the products onsite.
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GREEN PROCUREMENT GUIDELINES

Green Procurement Guidelines

Helping Suppliers be Legally Compliant

Daikin established the Green Procurement Guidelines, and it has been promoting environmental management

throughout the entire supply chain in order to provide more environmentally responsible products. In April

2021, we published a revised 12th edition of the Green Procurement Guidelines.

At our major manufacturing bases in Japan, Europe, North America, Latin America, China, and Southeast Asia,

we help suppliers abide by the Green Procurement Guidelines and inspect products from our suppliers to

determine the chemical substances they contain.

Overview of the Green Procurement Guidelines (PDF file)

Guidelines PDF Data (428KB)(Apr. 2021 revised)

Green Procurement Inspection List PDF Data (195KB)
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