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It has long been pointed out that entrepreneurs in Japan face many
obstacles, that the startup ratio is low, and that growth tends to curbed

(Feigenbaum and Brunner, 2002; Tajji and Tsuyuki, 2010). Internet and Mobile
related businesses are, however, growing at the global level, and this wave has
reached Japan. While one IPO follows another in this sector in Japan, neither
public nor private institutions have focused research on startups and growth in

it. The study reported here is a preliminary, small-sample, pilot study aimed at
assessing current conditions for startups leading the charge in developing
Web-based businesses. Since these startups require only modest financing,
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they are not handicapped by the immaturity of the venture finance market in
Japan. Here we compare these Japanese startups with startups in Silicon
Valley in the U.S.A., which boasts the most mature venture finance market in
the world.

1.2 Methods

The survey reported here was conducted between March and November
2012. It targeted entrepreneurs who have started up Internet or Mobile
Web-related businesses in the greater Tokyo metropolitan area. Email was
used to contact incubator managers, investors (angels and venture capitalists),
and entrepreneurs, inviting them to the survey system website. Three hundred
and thirty email messages were sent, eliciting g2 replies and resulting in 83
valid responses. Additional emails sent to the approximately 6oo firms
registered with Japan Ventures Research produced 31 valid responses.

A similar email message was sent to 250 startup firms located in Silicon
Valley, in the South Bay area between the cities of San Francisco and San Jose.
Fifty-two replies were received, resulting in 5o usable responses.

Readers of this report should also refer to Taji (2011), which reports the
results of another study conducted in the San Francisco and South Bay area,
which provides an overview of the environment for startups and of technology
incubators in this region.

In the study reported here, we asked a variety of questions related both
to individual entrepreneurs and to startup companies. Concerning the
entrepreneurs as individuals, we asked questions relating to personal
characteristics, education, and work experience. Concerning startups, we
asked about type of business, management objectives, financing, management
team, business strategy, methods for approaching customers, number of
employees, and prospects for growth. Below we describe what we discovered
about entrepreneurs and startups, comparing Japan and the United States.

2. Entrepreneur Attributes

2.1 Age and Education

Table 1 describes our two samples, in Japan and the U.S.A.. In Japan,
only one out of the 114 respondents is not a citizen of Japan. In the U.S.A., 26
out of the 50 respondents are not U.S. cilizens, testimony to the number of
immigrants starting businesses in the U.S.A., either after studying in the U.S.A.
or receiving the right to reside in the U.S.A.. (Few are immigrants from Japan.
For examples of their rare successes see Taji (2013) and Taji and Tsuyuki
(2010).) There is little if any difference in average age between Japan and the
U.S.A.; most startup founders are in their mid-thirties. An image persists that,
like the founders of Google and Facebook, those who start Web-based
businesses in the U.S.A. do so while still in school or just after graduation. The
reality 1s that most startups are founded by entrepreneurs with previous work
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experience. Turning to education, 50% of startup founders in the U.S.A. hold
advanced degrees. In Japan, only 27% do. The proportion of graduates in the
physical sciences or engineering is another major difference: 80% in the U.S.A.
versus only 30% in Japan. It seemed possible that that difference arises because
our sample in Japan included many startup CEOs and fewer of their CTO
(Chief Technology Officer) counterparts. Given, however, that 33% of Japanese
startups are founded by a single individual and only g% of founder teams
include a CTO, that only one in three founders is a scientist or engineer is
likely to reflect the overall reality.

Educational details are shown in Figure 1. In Japan, those with only
bachelor's degrees account for 65% of our sample. In the U.S.A., those with
only bachelor's degrees account for only 40%. In Japan, 18% of founders hold
masler's degrees versus 42% in the U.S.A. In Japan, holders of bachelor's
degrees account for the largest share of founders, while in the U.S.A., the
largest share belongs to those with master's degrees. Those who have
graduated only from junior college or high school account for 14% in Japan
versus only 10% in the U.S.A.

Table 1 Demographics of Respondents

Japan U.S.
Number of respondents
with citizenship 113 24
Non-citizens 1 26
Average age 35.2 37.2
Age range 21~62 21~65
Standard deviation 8.1 9.3
Hold graduate degree 21% 50 %
Hold degree in science 30% 80 %
Figure 1 Educational Background
Japan UsS
H.S.Diploma PhD, H.S.Diploma PhD,
9% 3% 4% 8%
College
Coll
%;Jge Master, 6%
18%
BS & BA Master,
BS % BA 40% 42%
65%
N=114 N=50
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2.2 Work and Entrepreneurial Experience

Figure 2 shows work experience. It is interesting that the percentage of
founders without previous work experience is higher in Japan (13%) than in the
U.S.A. (10%). We can see that when it comes to Web-based businesses, there is
a cerlain stratum of founders who started their companies either while still in
school or just after graduation. In both Japan and the U.S.A.; the largest
proportion of founders had previously worked for three or more companies.
Here, however, we see a large gap between Japan (35%, average age 35.2) and
the U.S.A. (66%, average age 37.2). Even in Japan, however, where labor
mobility is low, more than 30% of our sample have changed jobs two or more
times. Frequently changing jobs would appear to be characteristic of startup
founders.

Figure 2 Work Experience

Japan us
not worked not worked
13% 10%
one
6%
three
35%
one two
23% 18%
three
two 66%
29%
N=114 N=50

Next, then, let us look at the size of the firms for which startup founders
previously worked (Figure 3).Those who worked for large companies with a
thousand or more employees account for 23% in Japan, 38% in the U.S.A.
Conversely, the percentages of those who worked for small companies with gg
or fewer employees are 36% in Japan and 24% in the U.S.A. In Japan 24% and
in the U.S.A. 28% have worked for both types of companies. Summing up, a
higher proportion of founders have worked for large companies in the U.S.A.

Figure 3 Size of Previous Company

Japan US more than 1,000
more than 1,000 neither employees
neither employees 10% 38%
17% 23%
both
28%
both
24%
less than 99 less than 99
employees employees
36% 24%
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Those founding their first companies are called novice entrepreneurs.
Those who have founded two or more companies are called serial
entrepreneurs. Serial entrepreneurs account for 26% (3o individuals) in our
sample in Japan and 56% (28 individuals) in our sample in the U.S.A. As
indicated in Figure 4, the numbers of companies started by serial
entrepreneurs in Japan ranges from two to four:ia3%, 15 individuals, had
founded two, 6%, 7 individuals, had founded three, and 7%, 8 individuals, had
founded four. The percentages of those who have founded two or three or four
companies were virtually the same in the U.S.A.

Figure 4 Number of Startups

Japan
more than
third three
6% 7%

second
13%

more than
three

20%

UsS

N=114

N=50

What positions had founders occupied when they started their
first companies (see Figure 5)? In Japan 64% became CEO. Only 13% each
became CTO or CMO (Chief Marketing Officer). In the U.S.A., the
corresponding proportions were CEO 50%, CTO 18%, and CMO 4%.

Figure 5 Positions in First Startup

Japan
others

7%
CMO
13%
CFO
3%

CMOV
4% 50%

Us

others
25%

CEO

CEO CFO cTO
64% % 18%
N=30 N=28
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The end result of a first startup is a deeply interesting question (see
Figure 6). A considerable number had been regarded as successes and sold
without an [PO. In Japan three of our thirty startups, in the U.S.A. seven out
of twenty-eight, were sold for what was seen as a satisfactory price. Two in
Japan and three in the U.S.A. were sold at a price with which the seller was not
satisfied.

Figure 6  Exit of First Startup

Japan UsS
satisfactory
bU}éOUt satisfactory
. buyout
unsatisfactory e 7
living buyout ving
dead 2
10
Wunsatisfactory
: buyout
dissolution ®
bankruptcy 8
1
N=24 N=28

3. Startup Characteristics

3.1 Founders: Number and Positions

Figure 7 shows the number of founders involved in startups. In Japan, 33%
of startups had a single founder, 38% two founders, 15% three, and 12% four. Of
those who responded to our survey, a striking 77% were CEOs, g% CTOs, 4%
CMOs, and 3% COOs (Chief Operating Officers).

Figure 7 Number of Founders and Their Positions in Japan

Japan
unknown
0,
more than 2%
three
12%
three
15%
two
38%
N=114
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As shown in Figure 8, in the U.S.A. 20% of startups had a single founder,
36% two founders, 30% three, and 12% four or more. Of those who responded
to our survey, a striking 72% were CEOs, 10% were CTOs, 8% were Vice

Presidents, 2% were CMOs, and 2% were CFOs (Chief Financial Officers).

Figure 8  Number of Founders and Their Positions in the U.S.A.
us us
others VP others
2% Py 4%
more than CFO
three 204
12% ,
one President
20% 2%
three A -b
10%
30% two
36%
N=114 N=50

As shown in Figure g, both in Japan and the U.S.A. 70% of the startups
had been founded within the previous three years, 60% within the last two
years.

Figure 9  Time of Establishment

A KE
% 16 —
0 14
12
%
" 10 —
% 5 |
LIRT = -
: —F :H: : —’:H: i
5 2 | |
1989[1997]1998[2000[2001 200312004]2005[2006[20072008]2009[2010[ 20112012 791 2000 | 2002 | 2007 [ 2008 | 2009 [ 2010 | 2011 [ 2012 [ 7]
mial 1 [ [ sle a5 [afs[an]auln]s] a1 [ 2 2[5 5 [n]12]e]o2
N=50
N=114

3.2 Business Content and Number of Employees

Our startups are divided into two categories, BtoC or BtoB, depending
on whether the customers for their products or services are consumers or
other businesses. Where a firm is involved in both types of business, we have
placed it in the category in which the majority of its business is done. In Japan
46 (40% of the 114 firms in our sample) are BtoC; 68 (60%) are BtoB. In the
U.S.A. 18 (36% of the 50 firms in our sample) are BtoC; 32 (64%) are BtoB.
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As shown in Table 2, our startups are broken down by business content
into Internet-related, Mobile-related, Custom Software, IT-service, and Other
categories. Since multiple answers were permitted, we are able to see that
virtually all of these startups are in multiple types of business. In Japan, more
than 80% of the startups in our sample are involved in Internet-related
businesses. In both Japan and the U.S.A., around 40% are involved in
Mobile-related businesses. In Japan, 24% are involved in Custom Software
development; in the U.S.A. 18%. In the IT industry, many small firms develop
custom software for large firms. In most cases found in Japan, the smaller
firms are software integrators producing dedicated software for corporate
clients. That only 24% of our sample in Japan and 18% in our sample in the
U.S.A. are involved in this business indicates the intention of most startups to
develop their own products.

Table 2 Content of Business

Japan U.S.

Internet-related 86% 62%

Mobile-related 42% 42%
Customized development

of software 24% 18%

I'T consulting 33% 10%

Other 11% 12%

In this study, we excluded sole proprietors with no employees from our
sample. We broke down the respondents’ labor forces into full-time, contract,
and outsourced categories (Table 3). Seventy percent of startups in Japan and
88% of startups in the U.S.A. have full time employees; but the number of
full-time employees varies widely. Fifty percent of Japanese firms have
contract employees versus 60% in the U.S.A. The corresponding figures for
outsourced labor are 39% in Japan and 30% in the U.S.A.

Table 3 Number of Employees

Japan (n=114) U.S. (n=50)

Rate | Min | Max M SO | Rate | Min | Max M SD

Full time 70% 1 65 7.8 11.7 | 88% 1 70 11.2 | 13.7
Contract/

] 50% 1 23 4.6 5.00 | 60% 1 20 5.0 4.2
Part-time

Outsourced| 39% 1 150 7.4 | 225 | 30% 1 20 4.3 4.9
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3.3 Financing

For startups, third-party financing is an important driver of growth. We
asked both about seed money, financing provided to launch the business, and
additional series A financing. In Japan, 30% of startups succeed in raising seed
money; 40% receive series A financing. More receive additional financing than
seed money when the business is launched. In the U.S.A., the situation is just
the opposite, with 46% of startups raising seed money and only 22% series A
financing. In the U.S.A., it is more difficult to raise additional financing than to
raise the seed money to start a business. Investors can be divided into angels,
venture capitalists, and industrial firms. Ordinarily, more startups hope to
receive seed money from angels than venture capitalists. In both Japan and the
U.S.A., however, venture capitalists are the main providers of seed money and
series A financing. Based on these results concerning raising capital, we can
reject the conventional view of Japan's venture financed market as
impoverished. That may be because our study focuses on Web-based
businesses that require only small amounts of investment to grow.

Also, in Silicon Valley, where venture capital is believed to be more

available, the difficulty of raising series A financing reflects a crowded
marketplace in which many startups struggle to compete.

Table 4 Financing

Japan U.S.
(n=114) (n=150)
Angels 15 13% 4 8%
VC 23 20% 18 36%
Seed
Industrial Firms 2 2% 6 12%
Total(multiple answers) 34 30% 23 46%
Angels 10 9% 3 6%
_ VC 29 | 25% 8 16%
SeriesA
Industrial Firms 10 9% 1 2%
Total(multiple answers) 46 40% 11 22%

4. Financing and Management Team

The availability of financing is strongly swayed by financial market
trends. We thus focused on startups in our sample that were founded from
2001 on, after the collapse of the IT bubble. That left 109 in our sample in
Japan and 47 in the U.S.A. We wanted to know how their success in obtaining
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financing (seed money and series A financing) was affected by the diversity of
the founding team and changes (additions, reductions, replacements) in the
team al a later date. Taking the total number of investors (angels, venture
capitalists, business enterprises) as our dependent variable, we looked for the
effects of independent variables including founding team diversity (CEO, CTO,
CFO, CMO), whether there were changes in the founding team within two
years after startup, and the interaction effects between these two variables. Our
control variables were the presence or absence of serial entrepreneurs, the
youth of the startup, and whether the product or service was radically new.

The results of this analysis are shown in Table 5. In Japan we see a
stronger correlation between obtaining funds and changes in the founding
team than with its original diversity. What we need to consider here is that in
Japan, only 30% of startups receive seed money, while 40% obtain series A
financing. Note, too, that 34% of the Japanese startups experience changes in
the founding team within the first two years after launch. And of those
founded by individuals, 30% added additional members to the team. In other
words, what we see here is a pattern in which Japanese investors prefer to wait
until some time has passed and the management team firmed up before they
invest. In contrast, in the U.S.A., diverse founding teams are highly regarded.
There is no correlation with later changes in the team. While in the U.S.A. 46%
of startups receive seed money, fewer than half that number, only 22%, obtain
series A financing. Management teams that have changed since the founding
are 47% of the total sample, with 30% of firms founded by individuals later
adding additional members to the team. Combining these observations
suggests that U.S. investors pay little if any attention to changes in
management team. They place heavy weight on the original team when
deciding to invest and expect to see quick results in such areas as perfection of
products and services and attracting customers. Because, however, this study
was not longitudinal, we are not able to measure the relationship between
series A financing and changes in management team, leaving it unclear
whether additions to the team affect the ability to attract series A financing or,
conversely, whether receiving series A financing makes it possible to add new
members to the team.
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Table 5 Regression Analysis Summary for Team Diversity and Change in
Team Predicting Investors’ Attraction in the U.S. (n = 48) and Japan (n =

109)
Japan U.S.
Model | Model | Model Model | Model | Model
Base o Base o
I 2 3 I 2 3
Team Diversity 17" 13 447 60"
Change in Team 22" 22" .06 .10
Diversity X Change .05 -.28
Control Variables
Firm Age -16" | -.16" -15" -.16" -12 -.01 -.13 -.01
( Serial 1oyl 23 | 200 | 200 | a8 | 16 | o210 | -4
\() — novice, 1 — S(“Tléll ,\
Innovativeness 18" 18" 15 15 -.01 -.09 -.02 -.03
R” 11 13 15 .18 .04 22 .05 26
_4.06 | 457 ] 366 2386 ]
I 3.98 .64 .50 2.30

Note. ‘p < .o, Fp < .05, +p < .10. Values are standardized coefficients.

5. Awareness of Startup Opportunity

Awareness of startup opportunity has become a hot topic for research
(Bhave,1i9g4; Chandler,etc.,2003). According to Shane, et al., the startup
process includes the existence of an opportunity, recognition of the
opportunity, the decision to act on the opportunity, and the actions required to
start a business (assembling capital, designing the organizational framework,
and developing a strategy (Shane,2003; Shane and Echardt,2005). However, as
Hills and Singh (2004) point out, there is also a common pattern in which,
before an opportunity is recognized, entrepreneurs with a strong desire to start
their own companies actively search for opportunities. The authors speculate
that in Japan, many startups involve entrepreneurs who have not yet
discovered or clearly identified an opportunity. So the question is, which
comes first, the discovery or the desire, or are they simultaneous? We believe
that in most cases in Japan, the desire precedes the discovery. Especially in the
case of novice entrepreneurs, as opposed to serial entrepreneurs, the desire is
more likely to come first.

First, we confirmed, using a chi-square test, the difference between the
U.S.A. and Japan in which tends to come first, the discovery of an opportunity
or the desire to start a company., Table 6 confirms a difference at the 10% level
between Japan and the U.S.A. In the U.S.A., the discovery of an opportunity
leading to the founding of a company is more likely than in Japan (;’(2) = 2.26,
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p =.096). Conversely, Japanese entrepreneurs are more likely to begin with the
desire to start their own companies.

Table 6 Timing of Opportunity Recognition

Which came first
Opportunity  |Intention to Start a Total
Recognition Business
Japan 48 38 86
U.S. 26 11 37
Total 74 49 123

We then checked the difference between serial and novice entrepreneurs in
Japan and the U.S.A. (Table 7). The chi-square results suggest that in Japan,
serial entrepreneurs are more likely to start by recognizing an opportunity,
with a p-value lower than 5% (’(2) = 4.97. p = .026). In the U.S.A., however, this
difference does not appear (* (2) = 1.41, p = .235). In other words, in the U.S.A.,
there is no difference between those starting businesses for the first time or
second time on opportunity recognition. In Japan, however, those starting a
second business are more inclined to look carefully for an opportunity. Their
search is guided by their previous experience.

Table 7 Timing of Opportunity Recognition for Serial and Novice

Entrepreneurs
Japan U.S.

Which came first Which came first
Opportunity Intg?atlld;n; o1 Total Opportunity Intg?atlld;n; o1 Total
Recognition Business Recognition Business

Serial 18 6 24 11 7 18
Novice 30 32 62 15 4 19
Total 48 38 86 26 11 37

6. Management Strategy

6.1 Differentiation

There are three critical points in moving from ideas and opportunities
to starting up a new business. In this section we ask how important these three
points were to the startups in our sample. The three points are (1) market scale,
(2) market growth potential, and (3) innovativeness. We want to understand
how the weight assigned to them affects a startup’s subsequent performance.
Our performance indices are five point scales in which a startup is compared

with firms in the same industry and how its performance within the last half
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year compares with its previous performance. Our results indicate that in
Japan, market scale and growth potential are correlated with performance
compared to other firms in the same industry at the .05 significance level.
Current versus previous performance is correlated with market scale at just
barely the .10 level. In the U.S.A., there are no significant correlations on
either.

How, then, in terms of existing strategies, do startups differentiate
themselves from their competitors? Iere we investigate four possibilities,
allowing multiple answers. The four points are (1) high quality, (2) low price, (3)
market niche, and (4) new products and services. In both Japan and the U.S.A.
the only one of these factors correlated with performance is new products and
services. Significant correlations with performance compared to competitors
appear in both Japan and the U.S.A. A significant correlation with current
versus past performance is seen only in the sample from the U.S.A. Here we
see evidence of the importance of unprecedented new products and services in
driving business growth.

Table 8 Correlations between Management Strategies and Self-Reported

Performance
Performance Performance
compared to | compared to past
other companies performance
Japan U.S. Japan U.S.
Considered market size| .26%** 24 .16+ 21
Management Considered market
strategy i i 20% .20 15 24
. LY growth
at time of startup————
Considered novelty .07 -.05 11 21
c High quality .08 .04 .13 .04
Ju_r)rlent sFraFegy. Low cost .04 -.18 12 =21
Differentiation -
f Niche -.02 -.18 -.01 -.10
rom
competitors Totally new A8+ | 29% | 16 | 35
products/services

Note. **p <.01,*p <.05, +p < .10.

6.2 Global Ambitions

Since Web-related businesses do not involve physical products, their
barriers to globalization should be lower than for other industries. Here we ask
whether or not the startups in our sample have global ambitions (Figure 10).
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Figure 10  Global Ambition

Japan usS
unknown Not at all Noé(;’)t all a little
0,
extreme 2% 12% 4%

23% 10%
rather
rather ST 10%

16% difinitely

70%

N=114 N=50

In the U.S.A., 70% of our sample answer that they have "extreme
definitely" global ambitions. They are extremely interested in growing their
businesses globally. If the "rather definitely" and "somewhat definitely" scores
are combined, go% anticipate global expansion. Their environment is
advantageous, given that domestic market for American startups is the world's
largest and that English is the lingua franca. As previously noted, another
important factor may be that the majority of founders are immigrants.

In comparison, only 23% of the Japanese startups in our sample claim to
have extreme definitely global ambitions. Adding in "rather definitely" and
"'somewhat clear" raises the total to 66%. In Japan, the aim is first to dominate
the domestic market and only then have a look at markets outside Japan. In
this sample, of course, only one founder is an immigrant.

6.3 Access to Customers

We asked both "Do you have lists or experience that provides access to
customers?" and "Do you use social media to access customers?" (See Table q.)
It is interesting that the score for lists or experience is higher in the U.S.A.,
while the score for use of social media is higher in Japan. In our Japanese
sample, 40% of startups use social media to offer services to individuals, which
seems unsurprising. But the fact that total social media usage reaches 74%
points to heavy usage by BtoB businesses.

Table 9 Access to Customers

Japan U.S.
Have lists or experience that provides
P P 61% 70%
access to customers
Use social media to access customers 74% 66%
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7. Personal Characteristics

7.1 Japan vs U.S.A.: Psychological Characteristics

It is said that that there are cultural differences between Japan and the
U.S.A., rooted in a variety of distinctive characteristics. We wondered if we
would see these reflected in differences between Japanese and American
entrepreneurs or whether entrepreneurs share a preference for autonomy that
erases these differences. Table 10 shows the results for five psychological
characteristics measured on five-point scales (from 1 = not at all to 5 =
extremely). The measured variables and their sources are shown in Table 1o.
The tendency to embrace risk is measured as in Keh, Foo, and Lim (2002) by
posing pairs of choices and asking which the respondent would choose. Thus,
for example, the choice may be between a 20% chance of receiving 15 million
yen or the certainty of receiving 3 million yen, choosing certainty is coded o,
with preference for the 20% chance coded 1. Because there were three pairs of
3, with higher score indicating greater

choices, the score ranged from o to 3,

tendency to embrace risk.

Table 10 Example of Items and References for the Measured Variables in
Psychological Characteristics

Examples of Items References

Ego Resilience (5
items)

I am regarded as a very
energetic person.

Block & Kremen (19g6)
I.go resiliency Scale (198g)

Proactivity (5 items)

I love to challenge the status
quo.

Bateman & Crant (1993)
Proactive Personality Scale

Proactive interaction
with others (3 items)

| easily hold conversations
even with strangers | share
a train or bus ride with

Unpublished

Concerns about others
opinion (3 items)

Even if | really want to do
something, I should give up if
the majority of people around
me oppose that activity.

Unpublished

Low resistance to ask

help (4 items)

IAsking for help from
someone would take time
away from his/her work
(reversed)

Anderson & Williams

(1996)

Asking help (3 items)

I frequently ask for others’
assistance with my job.

Social skill (3 items)

[ am capable of becoming
fast friends with anyone.

Aikawa & Fujita (2005)
Self-report Social Skill
Scale for Adult

Relational Mobility (g

items)

If I did not like my current group,
I would leave for better one.

Schug & Yuki (20006)
Relational Mobility Scale

Propensity to Join
Others (3 items)

I often put people in touch

with the right person when

Totterdell, Holman, &

Hukin (2008)

15
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they need something.

Most people are basically Yamagishi & Yamagishi

General Trust (4 1tems)g00d and kind. (1994) General Trust Scale

As shown in Table 11, entrepreneurs in America are more resilient in the
face of adversity than their Japanese counterparts. They actively seek to form
new ties with others, and are better at bringing people together, more likely to
trust people with whom they are unfamiliar, and less resistant to asking for
help than their Japanese counterparts. All of these traits speak to a greater
willingness by entrepreneurs in America to work with others from the first
encounter. We also see a greater willingness to accept financial risk. In
contrast, there seems to be no difference between Japanese entrepreneurs and
American entrepreneurs on other personality traits. Both are highly proactive
and little concerned about what others think of them. No significant difference
was found for seeking help, social skills, and fluidity in relationships.

These data indicate that for proactive entrepreneurs, being a self-starter
i1s indispensable. They also confirm that Japanese entrepreneurs and
entrepreneurs in America share another trait: both are driven more by their
own convictions than by how others see or evaluate them. Because it is also
crucial for entrepreneur to have to ability to assemble networks of essential
people, it makes good sense that we see no differences in social skills, fluidity
of relationships or willingness to see help.

Table 11 Psychological Characteristics in the U.S. and Japan
Japan U.S. Statistical
differenc
Mean SD Mean SD o
Ego resilience 3.66 72 4.01 58 | *F
Proactivity 4.10 .64 4.15 A48 n.s.
Proactive ;Izl’r,liiictlon with 279 76 304 28 *x
Concerns about others opinion| 222 67 2.01 84 n.s.
Low resistance to ask help 3.47 66 3.77 59 ok
Asking help 3.31 93 3.27 84 | ns.
Social skills 3.20 98 3.51 1.06 | *
Relational mobility 3.39 43 3.50 40 n.s.
Propensity to join others 3.35 .83 3.89 73 o
General trust 3.31 77 3.89 63 *x
Risk propensity 78 1.01 1.16 116 | *

Note. **p < .01, *p <.05, +p < .10.
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7.2 Comparison of Networks between Japan and U.S.A.

Network size and diversity were measured for twelve industrial
categories: manufacturing, construction, transportation, accommodation and
food service, wholesalers and retailers, Web/mobile, venture capital,
consulting, public administration and defense, academia, health and welfare,
and art, entertainment and recreation. Network size was measured on the
following scale: 1 = No ties, 2 = 1 tie, 3 = 2-5 lies, 4 = 6-10 lies, 5=110r more Llies.
The number of categories in which there was at least 1 tie was used to measure
diversity.

Average network size was 40.66 (SD = ¢.17) in Japan, 39.5 (SD = 10.5¢) in
the U.S.A. Average network diversity was 10.15 (50 = 2.08) in Japan, .98 (5D =
2.73) in the U.S.A. Network size and diversity did not statistically differ
between the two cultures.

7.3 Correlations with Performance

How do psychological characteristics influence performance in Japan
and the U.S.A.? As shown in Table 12, in Japan individuals who score high on
strength in the face of adversity, being proactive, low resistance to seeking help
and actually seeking help are more likely to report being more successful than
their industry peers. They also feel they have achieved greater success within
the last six months. In addition, current versus past performance is better
when networks are larger and more diverse. In the U.S.A., performance is
better in comparison with other firms and with past performance among those
who report proactive relationship building, high social skills, and seeking help.
We also see high correlations between current versus past performance and
lower resistance to seeking help, being better at forming ties, and willingness
to trust strangers.

Table 12 Correlations between Psychological Characteristics
and Performance

Performance Performance

compared to other | compared to past
companies performance
Japan U.S. Japan U.S.
Ego resilience 317 23 22" 28"
Proactivity 23" 16 23" 15
Proactive interaction with others .01 37" -.07 44"
Concerns about others opinion .05 .04 -.05 .09
Low resistance to ask help 17" .19 17" 36"
Asking help 357 35" 23" 537
Social skills .07 36 -.06 48"
Relational mobility 21% 23 13 24
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Propensity to join others 11 18 .07 29"
General trust -.03 12 .02 26"

Risk propensity -21° 34" 24 34"
Network size 23" 21 23" 26"
Network diversity 24" 43" 24" 24

Note. **p <.01,*p <.05, +p < .10.

It is particularly noteworthy that in both Japan and the U.S.A. the more
willing entrepreneurs are to seek help from others, the more likely they are to
have strong current versus past performance. From correlations between
network size, network diversity, and performance in both Japan and the U.S.A.,
we see that seeking help or advice when needed and building networks that
provide support when something goes wrong are keys to business success.

In Japan we see a negative correlation between performance and
willingness to embrace risk, while in the U.S.A. the correlation is positive. In
the U.S.A., the greater the willingness to embrace risk, the greater the
likelihood of success. In Japan, however, it is those who choose certainty who
are more likely to succeed.

We must note, however, that the performance measured by this survey
1s a subjective evaluation on the part of those who responded to it. Our data are
insufficient to determine if certain personalily traits actually indicate stronger
performance or, alternatively, having those personality traits makes
entrepreneurs more optimistic about their chances for success. Correlations,
moreover, do not imply causation. Network size, for example, does not
guarantee success. It may be, instead, that network size increases as a
by-product of a business on the right track. Future studies will need to include
objective measures of performance and longitudinal data on company growth.
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