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Presentation 

 

Moderator: Well, it is now time to begin. 

Good morning to all participants. Thank you very much for taking time out of your busy schedule today to 
participate in the Members Co., Ltd. financial results meeting for Q2 of the fiscal year ending March 31, 2023. 

At today's briefing, Kenmochi, Representative Director of the Company, will begin with an explanation of the 
financial results in accordance with the presentation materials. This will be followed by answers to advance 
questions and a question-and-answer period. During the question-and-answer period, we will be happy to 
take your questions. 

Please note that today's briefing is being recorded. Video distribution and transcribed materials will be 
deployed later. Please note that this information will be made public on our website and other media. 

Now then, President Kenmochi, please. 

Kenmochi: I am Kenmochi, the Representative Director.  

Without further ado, I would like to present the financial results for Q2 of the fiscal year ending March 31, 
2023. Thank you. 
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First, I would like to discuss the market environment we are focusing on. 

As I have always explained, our management is paying the most attention to the fact that the size of the digital 
market will continue to expand and that there will be a significant shortage of digital and IT personnel to fill 
these roles in the future. 
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We have two businesses: the EMC business, which provides digital marketing support to large corporations; 
and the PGT business, or the product growth team business, which provides teams of digital human resources 
to venture companies. 
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Without further ado, I will now explain our Q2 results. 

First, sales grew 20.9% YoY to JPY8,213 million. Originally, we have been growing at about 19% for the past 
three years, but in line with VISION2030, we have been working to achieve 25% growth. Unfortunately, we 
were not able to reach 25%, coming in at 20.9%, but we were able to exceed, albeit slightly, the average of 
the past three years. 

Operating profit unfortunately fell short of the previous year's level by 21.2% to JPY288 million, for reasons I 
will explain later. 

The PGT business continued to perform very well, with solid and steady growth, thanks to the successful 
implementation of a sales structure that separates production and sales, as well as a shift to a team-oriented 
approach, which led to an improvement in unit prices. 

On the other hand, in the EMC business, the growth rate of sales was only 12.9%, and the number of 
companies we offer the EMC model remained unchanged from the end of the previous year at 54, resulting 
in a lower-than-planned operating profit YoY. 
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Here are the performance highlights. 

As I mentioned, we have been working to achieve 25% sales growth, with a commensurate increase in the 
number of DCs, or digital creators, but unfortunately, we have fallen short of 25% in sales revenue. There was 
only a growth of 20.9% in sales, and the lower operating rate resulted in a gross profit margin of only 27.6%. 
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As I mentioned, there are two policies that we have taken to raise sales growth from a three-year average of 
19% to 25%. 

We are planning to strongly expand this digital product development support business, the PGT business, and 
to increase the number of digital creators and employees to ensure this 25% growth. We have been focusing 
on hiring a large number of new graduates, reducing the turnover rate, and mid-career hiring. 

As a result, sales did not reach that level, and the operating rate declined, leading to lower profits. 

So, although we were not able to achieve the results we had hoped for in H1, there were several very good 
points, and we will use these points to recover in H2. 
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Here are the good points. 

One is that, as I mentioned earlier, sales in the PGT business are very strong. In the past, the PGT business was 
centered on mid-career employees, but in the past year or two, we have tried to shift to a new-graduate 
model and have assigned more new graduates to this business. The fact that we were able to absorb this and 
maintain an extremely high operating rate indicates that this sales system of separating production and sales 
was highly effective. 

In the EMC business, we call it solution selling. We listen to the customer's issues, propose solutions to those 
issues, propose solution plans, and then receive the order. That's the way we undertake it as a team. In the 
case of the PGT business, the skills of the digital creators themselves are prepared in the form of skill sheets, 
and the client buys the talent or a team of talent. This is the sales style. 

In the latter case, the sales style of the PGT business is based on the separation of production and sales. In 
other words, the sales force is separated from the production team of digital creators, and the sales force 
alone can conduct sales activities. However, in the case of selling solutions to large companies, this separation 
was not possible, and the on-site units, which include many DCs, and the sales force work in unison to create 
proposals.  

The separation of production and sales has advantages, such as speed and the difficulty of competition, and 
the PGT business has been very effective under a system that separates production and sales. 

The PGT business used to be called the digital human resources business and was centered on the temporary 
staffing business, providing clients with digital creator human resources as temporary staffing. Therefore, 
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each creator had to provide services according to the client's instructions, but in the last fiscal year, we 
changed the concept to the PGT business and started working as a team. 

We have also shifted from dispatch to quasi-mandate contracts, where we are autonomously contributing to 
the improvement of the client's results, such as marketing and product growth support, as part of a team 
service. By making this conversion, we found that the average monthly per-creator billing cost increased by 
JPY110,000, and then by 6% per year. This is the second good point we found in H1. 

Therefore, we were able to conclude that, if we continue this trend, the value-added sales per creator will 
continue to increase and should reach the same level as the EMC business. 

The third good point is the breakthrough of specialized companies. We have established a number of in-house 
companies specializing in technology, mostly in the PGT business. We have 12 specialized companies here 
now, 12 PGT and EMC businesses combined. 

Rather than these 12 specialized companies, we have other three in-house companies so-called the main 
companies, that deal with comprehensive technical areas. Compared to these three main companies, the 
sales ratio of the specialized area companies is still only 20% of the total; however, the total growth rate of 
the specialized companies was 180% YoY, and also the unit price, value-added sales per DC, was JPY40,000 
higher than those of the three main companies. 

Therefore, we have gained the knowledge that we can expect significant growth by increasing and expanding 
the number of specialized companies in the periphery of the PGT business, where the growth rate is higher 
than in the EMC business. 

The fourth point is that the market for new graduates is becoming more difficult, but our recruitment methods 
and manner of mission and vision management have been very effective, and the recruitment of new 
graduates is continuing to be favorable. 

These are four very good points that we have gained in H1. Based on these four points, we intend to manage 
the Company from H2 onward. 

First, we are trying to recover from the weak and sluggish sales in the EMC business, where the number of 
EMC companies remained flat, with the sales approach that we have cultivated in this PGT business. To this 
end, we would like to establish a single sales headquarters for both PGT and EMC and switch all sales methods 
of the EMC business to those of the PGT business. 

Also, as I mentioned earlier, our specialized technology companies are doing very well, so we need to increase 
the number of these companies. We will also increase the number of assignments in those companies, and 
since it is in the rapid growth stage, we will assign a larger number of people to this stage to expand the 
companies. 

Another is to transfer employees in the three main companies with rather general-purpose jobs to the 
specialized technology companies, and by shifting their skills to the specialized technology companies, we 
believe we can improve the overall unit price and operating rate. I would like to pursue this policy. 
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This is the full-year forecast for the current fiscal year. 

We believe that we will be able to recover sufficiently in H2 of the fiscal year through recovery measures 
based on the good points I have just mentioned. At this point, we would like to leave our full-year forecasts 
unchanged at JPY18.2 billion in sales and JPY2.2 billion in operating profit. 
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As I explained earlier, based on the four good points, we are implementing policies, drastically reviewing our 
sales structure and strengthening the development of specialized skills, to expand specialized in-house 
companies. In implementing these two policies, we will merge our three main companies next spring. 

Prior to that, we are moving forward with what we can, and one of them is the establishment of a sales 
headquarters. By consolidating the disparate sales activities of the three main companies into a single sales 
headquarters and integrating all sales methods with the separation of production and sales, as I explained 
earlier, which the Members Career Company has been doing, I believe that EMC will be able to greatly expand 
and further regrow. 

Then, starting next spring, we will work on integrating service and human resources development as well. We 
have been working in pieces, but we are now trying to integrate them into a unified effort. 
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These are the performance and key indicators. 

As I explained earlier, on a consolidated basis, sales growth was only 20.9% YoY. Operating profit was minus 
21.2% YoY. 

Sales were sluggish in the EMC business, resulting in a lack of new projects. At the same time, however, the 
number of DCs increased at a rate higher than the 25% YoY, which resulted in a decline in the operating rate 
and a decrease in operating profit. 
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As I mentioned, the number of DCs grew by 27.1% YoY, and we were unable to absorb that growth. 

However, we are trying to increase our workforce by such a large amount that we could increase value-added 
sales per DC by 1.8%, an increase of JPY12,000 YoY. 

In addition, the consolidated turnover rate has been slightly lower than the previous year, in the better 
direction, which is also a good thing. 
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The amount of investment in training to DCs is shown above. 

The ratio of sales outside of web operations is 33.6% and is gradually and progressively increasing. Our long-
term goal is to raise this to 80% by 2030. Compared to the previous quarter, it was down about 2.5 points, 
but the major trend has always been expansion, and we do not see any major problems. 

As for the operation rate, it was 86% in Q1 and 78.2% in Q2. We were not able to absorb the assignment of 
new graduates, as I mentioned earlier, and the operating rate is now lower than last year and even the year 
before last. Of course, we believe that this operating rate can be recovered for Q3 and Q4, but in H1, the 
operating rate fell because these 464 new graduate assignments were not easily absorbed. 
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For the EMC business, as shown earlier, there was only 12.9% growth. 

The first major reason is that the number of companies we offer the EMC model remained unchanged YoY, at 
54. 

Second, there was a major unprofitable project that occurred in the previous fiscal year, which has been 
resolved, and since then we have been working to prevent such unprofitable projects from occurring, but one 
rather large unprofitable project did occur. This was settled at the end of Q2, and there is absolutely no 
possibility of expansion in the future, but such unprofitable projects have occurred. 
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The PGT business continued to grow at a high rate of 38.3%. 

We are working to increase the number of PGT companies to 62, and as of Q2, we had 46 companies, a steady 
increase, and we believe that we will be able to reach 62 at this steady pace. 
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For the number of DCs, and this is where we are doing the very best. In the EMC business, we grew 25.2% to 
1,127. In the PGT business, we were able to grow by 29.5% and come to an organization of 936. 

We are currently struggling a bit in terms of the operation rate, as we are unable to absorb the rapid growth 
in the number of DCs and employees. We believe that this is a prior investment, as it will surely be converted 
into operation and revenue. We will continue to promote our policy of expansion toward 10,000 people as 
mentioned in VISION2030. 
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Finally, I would like to discuss corporate governance. 

The Company maintains a ratio of 71.4% of outside directors and 28.6% of female directors. Then, there is the 
newly disclosed information: the percentage of women in management positions is 30%. Then, one of our 
company's unique features is that 64% of our male employees have taken parental leave. The average 
duration is about 130 days, which is a very long period of time, and I believe this is one of the characteristics 
of our company. 
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Regarding the mission and vision, here is another brief review. 

As stated in our articles of incorporation, our mission, our raison d'etre, is to solve the problems of global 
warming and climate change, as well as social issues caused by population decline, through our core business. 
Many of our employees have joined us in support of this raison d'etre. 



 
 

 

 
19 

 

 

For the business strategy to realize this mission, first, we will create the world's best digital business operation 
support service. 

We do not want to provide this strong service to a large number of companies in a scattered and shallow 
manner, but rather to adopt a management policy that maximizes profit per company, even if the number of 
companies is not so large. 

Through this, we are trying to increase our various influences on our customers and work with them to spread 
CSV management throughout the world. 
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We have this simple growth story. It is to increase the number of DCs, the number of creator employees, and 
link that to value-added sales, and operating profit will increase in line with those value-added sales.  

We have a plan to increase the number of DCs to 10,000, increase value-added sales at an average of 25%, 
and increase operating income to JPY10 billion by 2030, and we are hiring more new graduates according to 
this plan. 
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Also, as a topic for H1 of this fiscal year, we established two in-house companies specializing in technology. 

One is the AI Reach Company, which trains and provides AI specialists to clients. The other is the XR BOOSTER 
Company, which provides customers with VR or XR creators. These two companies are newly established. 
Currently, there are 12 specialized technology companies. 

That is all for now, but I would be happy to answer any questions you may have. 

Moderator: Thank you. 
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Question & Answer 

 

Moderator [Q]: Now, we would like to move on to the question-and-answer session. 

First, we have received three advance questions. 

First, is mid-career hiring going well? 

Kenmochi [A]: Thank you. 

We have a policy of focusing on mid-career hiring. This means that in the fiscal year ended March 31, 2022, 
the Company was able to reduce expenses and will post a higher-than-expected operating profit margin. This 
was because mid-career hiring was not going well, which buoyed expenses, which in turn led to higher-than-
expected profits. 

Therefore, while an increase in profit is a good thing, it is not a good thing in terms of proper upfront 
investment. We plan to hire 1.3 times in the fiscal year ending March 31, 2023 as many mid-career creators 
as in the fiscal year ended March 31, 2022. 

First, for H1 of the fiscal year, we have been trying to strengthen our mid-career recruitment efforts. It's not 
something that can be done quickly. It took some time for the engine to get going, and frankly speaking, the 
engine finally started to rev up around Q2. 

So, it is in H2 of the year that the effect will be significant. As I have explained earlier, the operating rate has 
been very stagnant, which will appear largely in Q3 and Q4. If we do not achieve a recovery in this area, it will 
have a significant negative impact on profit generation, so we will increase mid-career hiring if the operating 
rate is favorable, while keeping an eye on the timing of the recovery. The Company may take the direction of 
securing revenue by maintaining a decent operating rate while curtailing mid-career hiring itself a little. 

Therefore, since the engine has been revved up, we believe that if we step on the accelerator, we will be able 
to hire a considerable number of mid-career creators in H2 of this fiscal year and the next fiscal year, but we 
will manage our business in H2 of this fiscal year while keeping a close eye on the operating rate.  

I'm afraid my answer is a bit half-hearted. 

Moderator [Q]: The second question, I would be happy to know the impact amount of the unprofitable 
projects you mentioned. 

Kenmochi [A]: I will refrain from disclosing the amount of money itself since we have not disclosed it. 
Compared to the large unprofitable project in the previous fiscal year ended March 31, 2022, it's only a 
fraction of that, but of course it's a big negative. I will just tell you that the amount is different from in the 
previous period, a fraction of the amount. 

Moderator [Q]: This is the third advance question. 

I feel that the growth in the number of customers has been sluggish in H1 of the fiscal year compared to the 
full-year target. Is there a bias toward H2 from the original plan, or are differences arising from the plan? If 
the latter is the case, we would appreciate it if you could provide some background information, it says. 
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Kenmochi [A]: Regarding the number of EMC companies, we are not doing very well, and it is slow. However, 
it is also true that it has been heavily weighted toward H2 in the past, so we would like to make up as much 
ground as possible in H2 and increase the number of EMC companies. 

The number of PGT companies appears to have remained almost flat and sluggish when compared to Q1 and 
Q2 alone, but we believe that we are making steady progress toward our full-year target, and if we can further 
increase the number of companies in Q3 and Q4 and achieve our target, we will be on track. 

Moderator [Q]: Thank you very much. Those were the advance questions. 

We will then move on to the question-and-answer session for those attending today. Please note that today's 
briefing is being recorded. Video distribution and transcribed materials will be deployed later. Please note 
that this information will be made public on our website and other media. 

Now, we have some questions that were entered into the Q&A function today, so we will start with those. 

Regarding the competitive environment, it asks which firms would compete in terms of hiring and project 
orders. 

Kenmochi [A]: There is a wide variety, but in the EMC business, there are also cases of small-scale web 
production companies. This is on the order side. For production companies, there are cases of Accenture plc, 
Dentsu Digital Inc., and other consulting firms, and there are also cases such as transcosmos inc. 

However, we do not believe that there is an excessive competition for orders because we believe that 
customers tend to choose the type they want, or the type of quality they are looking for, rather than a fierce 
competition for the best price. 

The PGT business is still sometimes compared to temporary staffing agencies because we started out in the 
temporary staffing business. However, we have been making efforts to avoid comparisons by converting to 
team service, so I don't think we are being compared directly with others. 

In terms of recruitment, I feel that many of them are consulting firms. 

Moderator [M]: Thank you. 

Next, Mr. Naya, please go ahead. Please unmute and ask your question. 

Naya [M]: Naya from Ichiyoshi Research Institute. I have four questions, if I may. 

Kenmochi [M]: Yes. One by one, please. 

Naya [Q]: First question. I heard you talk about 12 specialized companies, 20% of total sales, with a growth 
rate of 80%, and a unit price increase of JPY40,000. I think EMC offers solution in this. 

What is the division between EMC and PGT? I was also a little curious about the compatibility there. 

Kenmochi [A]: There are two specialized companies in EMC and 10 in PGT. 

Naya [Q]: What about compatibility and the like? 

Kenmochi [M]: Compatibility? 

Naya [Q]: Yes. Is it growing, is it working? 
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Kenmochi [A]: I mentioned earlier that we are merging the three companies, but we are stepping on the 
assumption that the need for PGT will be very strong, mainly among large companies, and we have decided 
that the best way to make this most effective is to merge them. 

Therefore, we believe that PGT's services, or more specifically, the services of the 10 companies on the PGT 
side of this specialization, will be very much needed by the large companies that are EMC's customers, and 
we have determined that they are a great match in this respect. 

Naya [Q]: I understand. Thank you. 

Second question. I understand that the strategy of separating production and sales through the integration of 
the three companies is very effective, but I wonder if there are any disadvantages to the integration, or if 
good parts up to now will be lost. If there is one, I would like to know about that area, if there is one, and how 
you can overcome it. 

Kenmochi [A]: Thank you. 

There are three businesses, PGT and EMC, and organizationally, PGT operates in two separate internal 
organizations. We call them PGT1 and PGT2, but EMC and PGT1 and PGT2 had separate organizations and 
separate directors in charge of management, and now we are going to unify them. 

Therefore, each main company had its own color, and we had a lot of freedom and discretion in our 
management policy, so I think there will be some disadvantages, such as the loss of that freedom and the 
fading of their color. However, I don't feel they are much of a disadvantage because I think the benefits of 
integration are much greater than its disadvantages. 

From the point of view of the employees who belong to the companies, when the systems of the companies 
that had very unique management practices are integrated and fused together, there may be some cases 
where they say, "I liked this system, so why did it go away?” However, by integrating the three companies and 
making the EMC and PGT businesses into a single business, it will be easier for employees to improve their 
skills in various specialized fields. 

Until now, the PGT and EMC businesses were separate, so EMC employees were able to transfer to specialized 
positions in PGT, but this will make it easier for them to do so in the future. If options to reskill broaden, and 
all employees understand the advantages of this, the disadvantages I mentioned earlier, such as the fading of 
their unique color, can be resolved over time. 

Naya [Q]: I understand. 

Third question. I asked earlier about EMC's unprofitable projects being less in amount than last year, but I was 
wondering if the factors that caused the occurrence last year were almost the same as the factors that caused 
the occurrence this time, or if they came out in slightly different areas and factors. How would you consider 
the analysis compared to last year? 

Kenmochi [A]: It is really frustrating that we had a big loss last year, and we were doing everything we could 
to prevent a recurrence. While the scale is totally different, I really regret that it happened again and am sorry. 
I believe the essential cause is the same. 

The causes on the surface are different, but essentially, the market as a whole is running out of experienced 
personnel who can handle the ever-increasing difficulty of the projects. There is a shortage of experienced 
creators in our company. I believe that is the essential point. 
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Naya [Q]: So, you are saying that we should be prepared for a few more of these things to happen in the 
future, albeit on different scales? 

Kenmochi [A]: Therefore, we believe that the measures to prevent recurrence based on the lessons learned 
from last year's unprofitable project problems are not sufficient. 

In the end, I think it is not good that a lot of the responsibility for this way of working lies with the contractor, 
who has to commit in advance to a batch of highly difficult projects themselves, in short, projects that we do 
not know how many worker hours they will take. So, we can only change the way we receive orders so that 
we can mitigate that risk together with our customers. 

One is agile development, and I wanted to change everything to agile, but I have come to understand that it 
is not easy for large companies to do so. So, we are trying not to do it in one bundle, not in a long-term 
contract, but by dividing it properly into several phases and making sure to look back on them, but I don't 
think even that is enough. 

Therefore, it is important to have a contract in advance that if the worker hours are more than expected, we 
will bill the customer properly. More specifically, we will be offering teams on a quasi-mandate contract basis, 
rather than 100% contracting or outsourcing contracts. We must be creative to that extent, or we will continue 
to face a very high risk in the future. Since this has happened twice, we will take the measures I just mentioned 
to avoid risk. 

Naya [Q]: Thank you. 

Final question. I understand that the number of projects other than web operations is increasing, and I think 
it will continue to increase, but I would like to understand a little more about the content of these projects, 
the variety and types of clients, requirements, and areas of technology, and how much they differ from the 
past. I would appreciate an explanation. 

Kenmochi [A]: Thank you. 

Traditionally, we have grown in the EMC business, focusing on the operation of large corporate website 
productions. 

We have been trying to expand into peripheral areas based on the operational base of the production. For 
example, we can plan and operate marketing automation on behalf of our clients, and then develop digital 
products for large companies and provide support for growth. We have also focused on areas other than 
website production and operation for marketing purposes, such as data analysis and support for platforms 
such as that of Salesforce, Inc., and have made efforts to increase the number of large companies in this area 
as well. 

On the other hand, we have also provided services to venture companies, mainly in the PGT business, but in 
the case of venture companies, not all of them, but most are developing, producing, operating, and supporting 
digital in-house products and the like, rather than producing and operating information-dissemination 
websites. 

Therefore, the larger the PGT business, the higher the ratio of non-website operations, though not all of them, 
so we are promoting such an increase in the ratio. 

This, the PGT that I just mentioned, has more of that. Although not equal, the largest number of companies 
are the 12 specialized technology companies I mentioned earlier, and we believe that expanding these 
companies will increase the ratio of non-website operations as well. The division has become a bit complicated, 
and I would like to organize it properly for the next fiscal year. 
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Naya [M]: I understand. I understand very well. Thank you. 

Moderator [Q]: Thank you very much, Mr. Naya. 

Next, we would like to introduce the question that was entered in the Q&A function. 

Your company seems to have a higher unit price than other temporary engineer staffing agencies. Is this 
because you do a lot of contracting? What is the ratio of temporary staffing, contracting, and quasi-mandate 
contracts, as well as the difference in profitability? 

Kenmochi [A]: Thank you. 

First, regarding the EMC business for large companies, this was originally done on a contracted basis. We have 
done almost no dispatching and the like. Therefore, we believe that the unit price is high. However, in the 
future, the EMC business will be combined with the PGT business, and we will be increasing the number of 
quasi-mandate contracts as well. When we engage in or receive orders for high-risk projects, such as the one 
I just mentioned, we will take more avoidance measures such as using quasi-mandate contracts, and we 
believe that quasi-mandate contracts will also increase. 

On the other hand, the PGT business originally started as a temporary staffing service. We are in the process 
of switching more of that to quasi-mandate contracts. This is also the reason the unit price has been rising. 

Our overall service concept is to provide human resources in both businesses not only individually, but also 
as a team, not only under the direction of customers, but also actively and autonomously to improve results 
and support growth. We believe that this is appreciated and why fees are higher than those of temporary 
engineer staffing agencies and so on, and we will continue to refine the concept further in the future to lead 
the unit price to a higher level. 

Moderator [M]: Thank you. 

These are the questions we have received. Do you have any other questions? 

That concludes our questions. 

Kenmochi [M]: Thank you for today.  

We had a disappointing H1, but with the good points I mentioned earlier, we believe we can adequately get 
on track to 25% growth again. 

If we are going to take it slowly the whole time and grow at 20%, I believe that if we adjust the growth rate of 
DCs to match the 20% growth, we will be able to generate 10% or more profit, which is fine, but we still want 
to take on the challenge of 25% or 30% growth. 

We will continue to expand the number of DCs at full throttle to achieve this goal. As a result, I believe that 
while we have achieved disappointing results when viewed over a six-month period, over the long term, I 
believe that we are more than capable of achieving operating profit of JPY10 billion and 10,000 employees by 
2030. 

It is obvious that it will be more efficient to merge the three companies and treat the EMC and PGT businesses 
as one, so the entire company works together to conduct sales, recruit, and develop services. Therefore, we 
believe that we can make a great leap forward by implementing such measures, adopting the sales methods 
of the PGT business, which has been performing well, shifting from selling solutions to selling human resources 
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and teams, and fully developing specialized positions while establishing the Company fully in order to improve 
the unit price.  

We look forward to your continued guidance and support. 

Moderator [M]: That concludes the presentation of the financial results of Members for Q2 of the fiscal year 
ending March 31, 2023. Thank you very much for your participation today. 

This is the end of the online seminar session. Goodbye. 

[END] 

______________ 

Document Notes 

1. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 
answer from the Company, or [M] neither asks nor answers a question. 
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