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Abstract
This study examines whether an in-house company and division system-—a specific type of

organizational structure—negatively impacts a company’s performance compared to a functional system
in the context of Japanese manufacturing companies. From my personal experience working for Panasonic
Corporation, I conclude that organizational structure may affect company performance. However, no
previous study theoretically and statistically examines the effect of organizational structure on firm
performance. In this study, I seek to fill that gap.

I first suggest three advantages and three disadvantages of an in-house company and division system
compared to a functional system, based on management and organizational theories. The three advantages
of an in-house company and division system include (1) flexibility, (2) transparency of performance, and
(3) discipline. The three disadvantages include (1) weak synergy between divisions, (2) lack of process
transparency, and (3) high transaction costs between entities. ’

If in-house company and division systems have both advantages and disadvantages, how can firms
exploit the advantages? From case studies of successful, large U.S. companies such as General Electric,
Johnson & Johnson, and Procter & Gamble, I found that shared values and shared criteria are the key to
downplay disadvantages and exploit advantages. However, most Japanese companies do not have shared
values or shared criteria. Accordfngly, I hypothesized that an in-house company and division system
negative affects company performance in the context of Japan. To test this hypothesis, I conducted a
_ statistical analysis using the data of 42 Japanese firms from 2007 to 2016. Using panel data regression, I
found the results support my hypothesis. This study contributes to the broad literature of management
and organization research by shedding new light on the significant impact of organizational structure on a

firm’s performance.
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COMPARING SUCCESS FACTORS FOR BIOTECH
VENTURES IN JAPAN AND THE UNITED STATES

57163071-5, Yumi NISHIYAMA
Global Leaders’ Perspectives on Financing of

Innovation

C.E. Associate Prof. Nobuhiko HIBARA
D.E. Prof. Mitsuru IWAMURA

Summary

_ Although the business model of the pharmaceutical industry in Japan has shifted to open
innovation, which allows domestic biotech ventures to explore external opportunities and thus increase
their presence, the number of the biotech venture initial public offerings (IPOs) or mergers and
acquisitions (M&A) by major pharmaceutical companies in Japan is comparatively less than in the United
States. |

The existing literature shows that a venture finance environment has been established in the
United States, which includes the following characteristics: 1) government funded support programs
shows a negative effect on IPOs since they invest in high-risk projects that are too risky for other
investors to invest in, 2) the Small Business Investment Company (SBIC) invests in profitable small
companies with sufficient cash flow, which expects a high return on investment within five years after
establishment, 3) biotech ventures with a high proportion of investment by independent Venture Capitals
(VCs) at the seed round are likely to merge or be acquired by a pharmaceutical company given the weak
stock market condition which results in independent VCs choosing M&A as the preferred exit strategy,
and 4) the total investment amount and an alliance with a pharmaceutical company after the IT bubble
shows a positive effect on IPOs and M&A. Moreover, the macroeconomic trend indicates that

deregulation of cloud funding of ventures by the Jumpstart Our Business Startups Act (JOBS Act), which
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was a law that passed in 2012, boosted biotech venture IPOs in the United States. Thus, I conclude that
there are success factors for biotech ventures that exist in the United States, but not in Japan.

The main purpose of this study is to investigate differences between the United States and Japan
on the success factors for biotech ventures from a financing and alliance formation perspective using a
logistic regression analysis.

My findings show that, 1) out-licensing is the strongest factor to lead biotech ventures to an IPO
in Japan as well as in the United States, 2) in contrast with the Unite States, the total funding amount has
no significant effect on an IPO of biotech ventures in Japan since increasing the number of investment
rounds and VCs does not increase their market capitalization and thus does not motivate biotech ventures
to go public, 3) Japanese government programs do not invest in biotech ventures whose risks are too high
for other investors to invest in, and instead invest in ventures that have a high probability of return on
investments within five years after establishment. On the other hand, SBIC invests in high risk companies,
which was in coﬁtrast to the United States, 4) VCs invest in biotech ventures sometime after the seed
round, however there is no significant difference in the exit strategy of biotech ventures, and 5) biotech
ventures established after 2007 are less likely to go public;.

Based on the study results, I conclude that the post-IPO financing environment in Japan is weak
even though there are delisting criteria on sales and corporate performance that hinder IPOs at the early
development stage. To accelerate the development of the most advanced therapeutic drugs in Japan, the
study recommends developing a post-IPO financing environment in Japan that encourages biotech
ventures to go public earlier and raise required funds through an IPO, which may speed up the

development of innovative drugs.
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IMPACT ANALYSIS OF STANFORD BIODESIGN PROGRAM

FOR MEDICAL DEVICE STARTUPS

57163091-4, Toshihide MISAWA
Global Leaders’ Perspectives on Financing of Innovation
C.E. Associate Prof. Nobuhiko HIBARA
D.E. Prof. Mitsuru INWAMURA

Summary

The size of medical device industry has been about 360 billion dollars and it is one of the huge
growth markets. Although Japan has the world's second largest market, Japanese coinpanies are not
ranked as one of the top ten medical device sections. Under such circumstances, keen attention has
" been to one of the human resource development programs, "Biodesign" at Stanford University.

The purpose of this paper is to quantitatively analyze the impact of "Biodesign" program on startup
companies in the United States and to consider issues about how to introduce the program into Japan.
In the analysis of this paper, the “Crunchbase” database was used to obtain medical device startup
companies founded in California, and statistically compared the management performance of
companies founded after the "Biodesign" Program and that of other companies. Some performance
measure such as initial funding amount, period until initial funding, and total amount of funding for 5
years from establishment could be regarded as success factors.

As a result of quantitative analysis of the Biodesign, we find that the companies established through
Biodesign showed similar results in terms of short-term funding compared with other medical device
startups. However, in terms of medium-term funding, Biodesign firms statistically showed negative
significant performance. The companies founded through Biodesign with Ph.D. and M.D., however,
showed a significantly positive significantly performance in terms of medium-term funding. We
therefore may imply that Biodesign might be good at leveraging human resources with professional

abilities like Ph.D., M.D., which may have improved corporate performance.
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