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ESG Round Table of May 30, 2018 

Initiatives to Spread the Group Philosophy and Strategy for Achieving Future Growth 

Questions and Answers 

 

Spreading the Group Philosophy 

Question: If a score of 100 indicates the level of permeation of the philosophy that you as president consider 

ideal, how would you rate your current level of performance? 

Answer (Takamatsu): I’d be a little strict and give our performance a score of 60. The more we work to spread the 

Group philosophy, the more I sense things changing. That said, these efforts haven’t generated as much 

change as we’d like, so we plan to continue them. I think that’s because we’re not seeing results manifest 

themselves in a concrete, visual way, for example in the form of quantitative results. I believe that if we can 

make those challenges yield such results in the future, we’ll see the company’s culture change. This is 

particularly evident for employees involved with the Domestic Beverage Business, where the business 

environment is challenging, and we plan to encourage employees to embrace challenges through programs 

such as the DyDo Challenge Awards so that the cumulative experience of multiple small successes will lead to 

a change in awareness. 

 

Question: External Director Inoue, how would you evaluate the extent to which the DyDo Group Philosophy 

has permeated the company, and the Group’s initiatives to increase that permeation? 

Answer (Inoue): What stands out the most for me is the importance of embracing challenges. The Board of 

Directors is currently receiving numerous new proposals, and those ideas give me a real sense of employees’ 

willingness to undertake challenges. However, ultimately we need to leverage these challenges to maximize 

shareholder returns. Strategy will be key in order to accomplish that. Only when we demonstrate strong-willed 

vison to develop specific strategies, scenarios, and goal-driven approaches and combine those with a 

willingness to embrace challenges will we be able to plan initiatives in line with strategies. Currently, the 

philosophy of embracing challenges has permeated the culture in terms of ideas, but DyDo employees still 

need to get used to this approach in terms of putting together specific plans. That’s going to take more time. 

 

 

Major Issues and Risk 

Question: As president, what major issues do you see? 

Answer (Takamatsu): One major theme for us is the question of how we can best expand our current business 

portfolio with an eye on sustained growth. I believe that human resources will play a key role in determining 

our ability to achieve our goals. To that end, we will continue both to work to cultivate a corporate culture that 

embraces challenges and to invest in human resources, an invisible asset. 
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Question: What major risks to you perceive as relates to the DyDo Group’s sustainability? 

Answer (Takamatsu): Domestically, the biggest risks are Japan’s shrinking population and changes in population 

demographics, and we believe that those risks will have impacts both in the shrinking market and in the hiring 

and retention of employees. Going forward, we see consumers’ interest turn towards extending healthy life 

expectancy, and it will be important to address those changing needs by transforming those risks into 

opportunities. Overseas, there is risk in the speed at which change is occurring, including in the legal and 

regulatory environment, and our ability to craft initiatives to accommodate future change. Interest in health is 

growing overseas as well, and I believe that it will be important for us to take steps to adapt while taking 

advantage of the knowledge and expertise gained first in Japan by applying it overseas. 

 

 

Domestic Beverage Business 

Question: As it looks to secure sustained growth for its Domestic Beverage Business, how will DyDo 

differentiate itself from competitors as a beverage manufacturer in terms of its use of resources like water 

and ingredients and in terms of product development? 

Answer (Takamatsu): Our key characteristic is that we have specialized in the vending machine channel, 

developed a line of products that is well suited to that channel, and consistently secured stable earnings as a 

result. The sustainability of the vending machine business has become the most important issue as the vending 

machine market shrinks in recent years, and it will be important for us to outcompete other manufacturers 

even as we involve other companies in our business. One strength is that we have pursued a variety of 

measures to secure stable profits even as sales fail to grow, for example by lowering vending machine fixed 

costs, and those measures have yielded results. Going forward, we will continue those initiatives, but it will be 

essential to maintain and grow our top line in order to realize sustained growth. To do so, we’ll expand the 

functionality of vending machines, and the keyword there is IoT. Although the effort is not yet yielding results, 

we’ll strive to create new added value by using networked vending machines with IoT functionality. Since use 

of IoT enabled vending machines will also allow us to streamline our operations, we look forward to 

developing a vending machine channel that serves as the basis for the creation of new value while improving 

earnings. 

 

 

International Beverage Business 

Question: How will governance of overseas subsidiaries change with the transition to a holding company 

structure? 

Answer (Takamatsu): Prior to our transition to a holding company structure, governance issues were largely left 

up to local companies, and we were concerned that approach had become problematic. Since the transition, the 

International Business Management Department had had authority over the governance of international 

subsidiaries, and that department has currently developed mechanisms that allow it to keep tabs on the status 

quo. Going forward, we will continue to study ways to strengthen the Group’s governance, for example by 

improving audit methods. 



 

Healthcare Market 

Question: What sort of internal discussions preceded the company’s decision to enter the orphan drug 

business as announced in March? What strengths do you believe DyDo will be able to leverage 

competitors? 

Answer (Takamatsu): We continue to study numerous potential projects that can be broken down into categories 

such as health foods, general pharmaceuticals, and ethical pharmaceuticals based on our policy of expanding 

our operations in the healthcare domain. One such project that reached a high enough level of maturity that we 

could announce it involves the orphan drug business. Of the various categories we’re studying, that project lies 

furthest from our existing businesses and lacks the advantage of being able to directly leverage strengths from 

those businesses, but we have the advantage of strong-willed determination that derives from our history of 

having been founded as a pharmaceutical business. As other companies strive to achieve growth in the 

healthcare domain, our decision to enter the businesses before other companies began noticing the orphan drug 

market is a key differentiating point. We anticipate using the outsourcing-based approach that is a strength of 

our Domestic Beverage Business as a business model. We’ll work to differentiate ourselves from competitors 

by outsourcing manufacturing and sales and instead focus on the core areas of R&D and introducing new 

drugs so that we can launch the business quickly. 

 

Question: What can External Director Inoue tell us about discussions by the Board of Directors concerning 

entering the orphan drug business from the standpoint of an external director? 

Answer (Inoue): My top priority was to verify that the company had a strategy for competing successfully in the 

pharmaceutical industry, which is characterized by intense competition among major pharmaceutical 

companies. First, I was able to confirm that the orphan drug market is small enough that it inspires only a low 

level of interest on the part of major manufacturers, which have difficulty operating in an agile manner. I also 

verified that it would be possible to outsource key aspects of the business model such as the discovery of 

“seeds” for new products and determined that the choice to launch the business with outsourced 

manufacturing and sales functions was a reasonable one. In this way, the Board reviewed those specifics and 

discussed the business from the perspectives of the path to success and the risks of failure. In addition, I 

believe that strong-willed determination is essential. One of DyDo’s strengths is that talented personnel from 

the founding family who have strong will as top management. The result is a strong-willed management team 

that can manage operations from a long-term perspective and engage in speedy decision-making, providing an 

extremely robust infrastructure for pursuing the company’s businesses. Personally, I determined that the 

decision to enter the business was a solid one after verifying the strength of the company’s dedication and its 

business model. 

 

Question: The further the domain of a new business lies from a company’s existing businesses, the more 

important it becomes to ensure that the company will be able to exit that business quickly if things 

don’t go as planned. Were such factors discussed before making the decision to enter the business? 

Answer (Takamatsu): Our decision to avoid in-house manufacturing and sales functionality was made precisely in 

order to reduce risk. 

https://www.dydo-ghd.co.jp/ir/pdf/20180302_55.pdf


 

Question: The evaluation of the Board of Directors cited the need to secure human resources with expertise 

in the healthcare domain as a key issue, and in light of the decision to launch an orphan drug business, I 

wonder if it would not have been a good idea to include such candidates for election to the Board of 

Directors at this year’s General Meeting of Shareholders. What are your plans regarding the makeup of 

the Board of Directors in the future? 

Answer (Takamatsu): With regard to the Board of Directors, we recognize that there are not enough directors with 

expertise in healthcare, an area we are targeting going forward, and that we need to add more directors with 

international expertise like External Director Inoue as our international business continues to grow. We will 

continue to search for suitable candidates. 

 

 

M&As and Investment 

Question: What can you tell us about your evaluation of past M&As and the lessons you’ve learned from 

them? 

Answer (Takamatsu): The Board of Directors has evaluated past M&As individually and reflected on what 

they’ve taught us. I feel that the lesson that stands out the most is that some of the assumptions in our business 

plans were overly optimistic. I think we tended to give priority to getting the deals done where we should 

have embarked on a deeper study of associated issues. One major lesson is things won’t go well without a lack 

of careful discernment in advance. 

 

Question: Several years ago, DyDo began making a series of investments in healthcare companies like Gene 

Techno Science Co., Ltd. and Dricos, Inc. What lessons have those investment provided? 

Answer (Takamatsu): Our investments in healthcare ventures have followed two general directions. In one, our 

goal has been to achieve synergies with existing businesses, and Dricos, which is developing a healthcare 

server, is an example of that approach. Most recently, we’re also studying investments in tech companies as 

part of our effort to accelerate the drive to equip our vending machines with IoT functionality. The other 

direction is intended to secure expertise in the healthcare market, and our investment in Gene Techno Science 

(which we sold in response to a takeover bid by Noritsu Koki Co., Ltd. in 2016) has provided lessons about 

biomedical expertise and the future prospects of the pharmaceutical domain. In addition, we’re working on 

initiatives in areas such as mutual technical assistance in order to expand sales channels through an 

investment in TCI Co., Ltd., in Taiwan, whose business domain is close to that of Daido Pharmaceutical 

Corporation. 

 

 

Cost of Capital  

Question: I would like to see the company offer more financial background for the company’s strategy going 

forward. As a first step, it’s important to discuss the cost of capital internally, and such information 

would allow investors to make decisions about the viability of various businesses more readily. I believe 

that DyDo could gain additional stakeholder trust by making public that information as evidence in 

support of its strategy.  



 

Answer (Takamatsu): We’ve engaged in increasingly deep discussions from a financial standpoint at the Board of 

Directors since Director Inoue took his seat. For example, discussions about entering new businesses in the 

past centered on qualitative information. After welcoming External Director Inoue onto the Board, there has 

been increased awareness of the need for explanations containing clear financial information, and we’ve had 

deeper discussions of corporate value on a quantitative basis. Although the question of how much to disclose 

about future business models and strategies is a difficult one, today’s discussion has given me a strong sense 

of the need for explanations and disclosure of information that will prove to be compelling for stakeholders. 

 

Question: Capital efficiency is not everything, but the fact remains that it serves as a criterion when 

stakeholders evaluate companies. To that end, it will be necessary at a minimum to increase ROE from 

its current level by a factor of at least 2. When do you think the company will be able to do that? 

Answer (Takamatsu): We had believed that we would do so two or three years after the current Midterm Business 

Plan (lasting from FY2014 to FY2018) ended, but progress is lagging somewhat due to factors such as our 

failure to accomplish certain components of the plan, including our entry into new business domains. We plan 

to increase ROE under the next Midterm Business Plan (over a three- to five-year timeline) by acquiring 

businesses that will boost the Group’s overall profitability. 

 

 

Takeover Defense Measures and Strategic Share Ownership 

Question: Why are takeover defense measures necessary? 

Answer (Takamatsu): We discussed whether to continue takeover defense measures at the time of the General 

Meeting of Shareholders in April 2017 and decided to renew them. We plan to consider and discuss the need 

for such measures again at the April 2020 General Meeting of Shareholders, which will decide whether to 

renew them. 

 

Question: The number of strategic shares of certain business partners owned by the company is increasing. 

The Corporate Governance Code require Boards of Directors to review strategic shares, and I’m 

wondering what discussions occurred concerning this issue. 

Answer (Takamatsu): In principle, strategic shares is reviewed on the basis of whether it offers advantages with 

regard to transactions with the customers and business partners whose shares are involved. Going forward, we 

continue to discuss this issue and make decisions more carefully. 

 

 

 

 

 

 

 

 

 

 

These notes, which are offered in the spirit of fair disclosure, provide a summary from DyDo of a presentation delivered by 

President Takamatsu at an ESG Roundtable for institutional investors held on May 30, 2018, with certain additions and 

revisions. Please note that no guarantee is made of the accuracy or completeness of the information they contain, and that 

they are subject to change in the future without notice. 

The plans, future projections and strategies for the DyDo Group stated in this document, with the exception of past or current 

facts, are projections of our future performance, and are based on the judgment and postulations of our management team 

based on the information available at the present time. 

Accordingly, the actual performance may differ greatly from these due to unforeseen factors, the economic situation and 

other risks. This document is not intended to solicit any investment. Please use your own judgment when making investment 

decisions. 


