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Outline of the 2019 White Paper on Small and Medium Enterprises in Japan
and the 2019 White Paper on Small Enterprises in Japan

® Taking the Reiwa era into account, the White Paper focuses on business owners and succession and necessary
actions by business owners of SMEs.

® Business succession, succession of part of the management resources and diverse business establishments
are analyzed and explained with regard to business owners and succession.

® Challenges of responding to structural changes, reciprocal relationships with stakeholders who support
SMEs are analyzed and explained with regard to self reformation.

® Many specific cases are introduced and the contents are written in an easy-to-understand manner from the
viewpoint of management.

1. Trendsin SMEs in Japan

Overview of the management environment in SMEs including business confidence, financial situation, market entries and exits and labor
shortages.

2. Business owners and succession

Succession of business resources Response to structural changes
. Using comprehensive measures that fully cover succession O SMEs are questioning the meaning of their existence as the
son | types including and excluding relatives - Early succession of Fourth Industrial Revolution progresses. Also, they are facing to
many high-quality businesses will be realized soon. structural changes respond to digitalization, open

ol | S . f valued busi h h innovation, obtaining inbound demand, etc.
artia . .
— succes uccession of valled business resources such as numan O Related parties such as large enterprises and local governments

son | resources, equipment and facilities, etc. to highly motivated should be aware that they share a community bound together
next generations even if the business will be closed. with SMEs and actively support SMEs to rebuild the existing

Business establishment relationships.

[ rrenserer | Promotion of the establishment of businesses Disaster prevention and reduction measures
resources with small initial costs is expected. O Based on the bill for the Act on Strengthening of SMEs, SMEs
Thanks to the development of ICT technologies such as work on reducing impacts of disasters and disaster
side business | Cloud platforms and the advanced labor reform, prevention measures (formulation and implementation of a
and freelance | establishment of low-risk, low-cost businesses is plan to strengthen business continuity, insurance purchase,
becoming easier. etc.) in cooperation with relevant parties such as large

enterprises and local governments.




Trends in on SMEs Iin Japan



SMEs in Japan

Definition of Small and Medium Enterprises and Small Enterprises
under the Small and Medium-sized Enterprise Basic Ac

SMEs Small enterprises
Industry Capital or employees Employees
Manufacturing
industry and other Up to 300 million yen Up to 300 Up to 20
industries
Wholesale industry Up to 100 million yen Up to 100 Upto5
Service industry Up to 50 million yen Up to 100 Upto5
Retail industry Up to 50 million yen Up to 50 Upto5
Number of enterprises (2016) Number of employees (2016) Added value (2015)

Added value of SMEs:
about 53% of the total

SMEs:
99.7% of total number of enterprises

Employees of SMEs:
about 70% of the total

Large enterprises
About 11,000
(0.3%)

Small enterprises
About 10.44 million
employees

Small enterprises

Medium enterprises About 35.7 trillion

About 530,000

Large enterprises

(14.8%) About 14.59 million (22.3%) (1z1e80/
employees %)
(31.2%)

Large enterprises
About 120.5 trillion
yen
(47.1%)

Medium enterprises

About 99.4 trillion
yen

(38.9%)

Medium enterprises
About 21.76 million
employees
(46.5%)

Small enterprises
About 3.048 million
(84.9%)

(Source) “2016 Economic Census for Business Activity” (Ministry of Internal Affairs and Communications, Ministry of Economy, Trade and Industry) (rearranged
and processed)



Current Situation of SMEs

® Business conditions and ordinary profits at SMEs are improving.
® However, there are problems, such as the slow growth of business investment.

J«mB Business Conditions DI by enterprise size m Ordinary profits by enterprise size
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(Source) Fig.1: "Survey of SME Business Conditions" (Small and Medium Enterprise Agency and Organization for Small and Medium Enterprises and Regional Innovation), 4

Fig.2 - 4: “Financial Statements Statistics of Corporations by Industry (quarterly report)” (Ministry of Finance)



Current Situation of SMEs Based on Financial Data

® Looking at the distribution of financial indices, there is a large gap between the average value and the median
value. Attention is required when researching the situation of SMEs.

® This also confirms that the business performance is improving, but the distribution shows a bipolar state.

m Distribution of Sales by SMEs (FY 2016) m Distribution of total assets in SMEs (FY 2016)
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(Source) "Commissioned Business with Regard to the Survey on Current Situation of SMEs Based on the FY 2018 Financial Information" (March 2019) (CRD Association) 5



Current Labor Shortage Situation in SMEs

® |abor shortages in SMEs are becoming more serious.

SMEs must reduce the differences in benefits offered to employees by large enterprises.

Labor excess/shortage DI by enterprise

Number of job offers and applicants (new graduates)
(Left: 299 employees or less, right: 300 employees or more)
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m Salary by scale of enterprises

11 12 13 14 15 16 17 18 19

(Year graduated)

m Ratio of enterprises by total annual number of days off

(10,000 yen) (%)
40 - 40 39.7
35.8
More than 1,000 employees 35.2
37.9
35 30 | 300 - 999 employees 30.3
100 - 299 employees
30 - 20 - 30 - 99 employees
30.2
25 —&— Large enterprises (full time) 10 +
SMEs (full time)
20 | | | | | | | | | | | | | | | | | | | | | | | | - K | | | | )
94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 69 daysor 70-79days 80-89days 90-99days 100-109  110-119 120-129 130 days or
(Year) less days days days more

(Source) Figure 1: "Survey of SME Business Conditions" (Small and Medium Enterprise Agency and Organization for Small and Medium Enterprises and Regional Innovation),
Figure 2: "Survey on Job Opening-to-Application Ratio of University Graduates by Works” (Recruit Works Institute)
Fig.3: “Basic Survey on Wage Structure” (Ministry of Health, Labour and Welfare) (rearranged and processed), Fig.4: "2018 General Survey on Working Conditions” (Ministry of Health, Labour and Welfare)



Structural analysis of SMEs

Number of enterprises by enterprise size

(10,000 ente‘i%risseS) OLarge enterprises OMedium enterprises

500 - 470 B Small enterprises + Total number of enterprises
e B* 41 an
o 386 382
400 r [~ - - 359
==k
300 *~
423 410
378 366 367 334 325
3,580,000
200 305 | Shies
100
61 59 55 53 54 51 56 53
0 “—ti14 1.3 1.2 1.2 1.2 1.1 1.1 1.1 +=
1999 2001 2004 2006 2009 2012 2014 2016 (Year)
m Changes in the number of employees
by scale of enterprises (2012 - 2016)
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1,000 + B s HEE
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1,192 (A12.5%) % 1,044
O |
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The number of enterprises is increasing mainly for small enterprises.
However, the overall added value will increase by increasing added value of mainly continuing enterprises.

Breakdown of changes in the number of enterprises
(2012 - 2016)

OContinuing enterprises (2012 -2014)
BEntering enterprises (2014 -2016)
BExiting enterprises (2014 -2016)

BEntering enterprises (2012 -2014)
BExiting enterprises (2012 -2014)
OOthers

80,000
fl ation enterprises : Number of Other
r 3,860,000 ~—-a_ enterprises : fluctuation
______ 3,590,000
e IR T
xiting Entering
enterprises W ______________ enterprises
L 2
2,95_0,0_00 2,950,000
r Contmu_lng Continuing
enterprises enterprises
2012 2016 (Year)

m Breakdown of changes in added value (2012 - 2016)
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(Source) Fig.1: Source: “1999, 2001, 2004, 2006 Statistics of Businesses and Corporations” and "2009, 2014 Economic Census - Basic Survey" (Ministry of Internal Affairs and Communications),
#2012, 2016 Economic Census - Survey of Corporate Activities” (Ministry of Internal Affairs and Communications, Ministry of Economy, Trade and Industry) (rearranged and processed)
Fig.2: Source: “2012, 2016 Economic Census - Survey of Corporate Activities” (Ministry of Internal Affairs and Communications, Ministry of Economy, Trade and Industry) (rearranged and processed)



Succession of business resources

® Business owners become older and the number of businesses suspended, closed or dissolved is increasing.

® Itis important to hand down businesses and management resources that have been accumulated by SMEs.

m Distribution of the age of the SME management
personnel by age group

25%

20% r

15% r

10% r

5%

0% “—@—

1995 2000 2005

2010 -0 + 2015 —@—2018

owners moved from
47 to 69 in 23 years.

The peak age of business

15- 20- 25- 30- 35- 40- 45- 50- 55- 60 -

19

24 29 34 39 44 49 54 59 64

65- 70- 75 -

* Although the peak appears to be the same as the age category moves every 5 years, the peak of the
management age became 3 years older between 2015 and 2018.

(Source) 1: "COSMOS2 (Corporate Outline File)” (Teikoku Databank., Ltd.) (rearranged and processed), Fig. 2: "
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Changes in the nhumber of businesses suspended,
closed or dissolved

(Case) 46,724
41,162 40,909
| 37,548
34,800
- 33,475
13 14 15 16 17 8
(Year)

* Suspended or closed businesses mean businesses that ceased operation in a state where assets
exceeded debts without undergoing legal or other regulatory procedures.

* Dissolved businesses mean businesses that ceased operation and are in a state of clearing
procedure necessary to terminate the corporate status of the business. Basically, some businesses
can be re-aggregated as being bankrupt if initially thought to be in a state of positive asset holdings
but discovered to have excessive debts after dissolution.

2018 Survey on Trends in Suspended, Closed or Dissolved Enterprises” (Tokyo Shoko Research)



Business owners
and succession

* | Former business owners

New business owners

This graphic

on the top right indicates which management situation is
being analyzed on the respective page. ( either both, or

before, or after)



Business owners and succession (Organizing Ideas) Former business owners| | New business owners

® It is necessary to consider the effective use of resources of businesses that close as well as conventional business
succession in order to utilize valuable management resources effectively.

® If such management resources are handed down to existing enterprises and entrepreneurs-to-be, they can encourage
active establishment of businesses.

mwea chart of succession (transfer) of management resources

Succession of business
from a third party

[Transfer (provider)] Retirement of the business owner [Transfer (receiver)] Becoming a new business owner
(business succession or closure) (business succession or establishment)
Business 1 ] Al | |
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= succesion o
outside farmily g and relativesy §'
and relatives ﬁ ===

Become a new
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Retirement of the Succession of
business owner | business to an
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{ Management resources are succeeded
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Launch a new
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]
]

* Closure of business means the business owner will not "continue business” (the business is not operated consecutively)
after the retirement of the business owner.
* Management resources include assets of business (equipment and real estate), connection with clients, know-how, etc.
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BUSi ness SUCCESSion Former business owners| | New business owners

® A business succession tax system that imposes no gift tax and inheritance tax to corporates and private companies
has been used. Support measures for business successions between family and relatives have significantly
progressed. (Refer to the next slide)

® Itis important to further promote business successions outside family and relatives in the future.

Relationship between the former business m Difficulties in deciding a successor and
=8l owner and the successor in business succession succeeding business
[ = e e 1y @ Business successions between family and relatives (n=1,307)
| Business successions | . .
Succession to an 26 I between family and : OSuccession by board of directors or employees (n=465)
. < . o) . .
external enterprise __relatives 55.4% _ (%) B Succession to an external enterprise (n=388)
16'5% o —————— - - n 40 I- —3; ;‘
] -—— .
(%) : BSpouse i 35 ~I : - :
1
1 1 1
28.4 . 1
| achid (mate) | 30 C : 1 28E I 26.9
I i i 23.0 24.5 L.FE —
: 1 25 I 22.2 _ {--Z-O.I‘ 1<% I 22.8
| BChild (female) H 20 I 1815 1 i : ! 14.0 1 17.0
1 1 16.B 1 . .
1 i : 118 12071 : 14, 1 1 142 151
e : DSpouse of child : 15 110.5 o g 1p.6 i : 1 1L .
] 1 ' . I .
1 110 ! I 1 1
! gsiblin 1 ! L 1 4.
I 9s I 3 I 1 I 1
: P ! : !
! mGrandchild 10 : L1l 1 =H 1 -
: : To look for a To set To tell To gain 1 To adjust I Arrangement ITo maintain Besistance of Fostering a To secure
1 1 l successor Iopportunities successors  consent of the¥ requirementsg with financial ¥ relationship 1 employees successor human
I -SI-J(:-(:ES-SE); I-)y- Eo-aFd- : DBOther relative : 1 : for details of successor Ifor su;cessionl ir;stitutionls 1 with clients 1 resourceshwho
—————————————— conversations management with the persona assist the
1 Of directors or (n_2 565) o | : : with the statu 1 successor g guarantees of : successor
L__emek_)Le_es_ _1210‘6_ _l 3.5 2.3 ! ! @pirectors and employees other | 1 oS I ;h;nt:f::;: : 1
1 5 2 6 I-_t_ha_n_m_laﬂ\fs_ ________ J : ’I 1 'assum’ption) l :
OExternal third party o | JESP— | JE——,

BOthers

* Fig.1 and 2: Data was calculated for responses "all business operations are continued” and “part of business operations are continued” regarding a business succession after
retirement of the owner.
* Fig.2: The top 10 items with the response "it was difficult" are shown.

(Source) Fig.1 and 2: “Survey on business successions of SMEs and small enterprises to next generations and retirement of the management” 1 1
(Mizuho Information & Research Institute, Inc.) (December 2018)



Overall Image of Support Measures for Business Succession

Former business owners New business owners

® Business owners who have made a decision on their successor are supported by tax measures, etc., those who
haven't are provided an opportunity learning about new options and successor matching to assist in finding a
successor. In addition, support is provided for challenges faced after business succession.

® These continuous support measures for business succession will be provided over the next 10 years

Overall image of support measures for business succession

Providing an opportunity for Current situation of successor
learning new possibilities selection by SMEs
v Provide financial support for sending financial institutions

Successor has
been decided
41.6%

and professional experts to the business owner so that SerEse FEETT
they can encourage the owner to succeed business and been decided
conduct a Push-type Business Succession Test (50,000 58.4%
enterprises per year).

No successor
candidate or
undecided
31%

Support for matching

v' Strengthening the system of the "business
succession support center” by increasing the number
of experts so that 1,000 - 2,000 business matchings
can be made annually.

Have a successor
candidate
27%

v" Drastic expansion of business succession support
database from FY 2019

v' Establishment of special measures for SMEs which are
funded by the business succession fund of the
Organization for Small and Medium Enterprises and

External human
resources
1%

Regional Innovation is planned (FY 2019 tax reform). n=4,036

v" Registration license tax for M&A and real estate Business commissioned to
acquisition tax are reduced or exempt to support a .
succession by a third party (FY 2018 tax reform). Tokyo Shoko Research in 2016

(rearranged and processed)

Support for challenges after business succession

Subsidies for business succession

v Support business investment by SMEs which are conducting management reform and business conversion after business succession or business transfer through M&A.

Expansion of the Business
Succession Tax System

for Corporations

v' In FY 2018 revision of the tax system, the
following requirements for the business
succession tax system for corporations are
completely expanded only for 10 years.

(1) Removal of the limit in covered shares, etc.
(2) Expansion of covered businesses

(3) Drastic revision of employment
requirements

(4) Establishment of tax reduction and
exemption systems for sold or closed
businesses

Establishment of Business
Succession Tax Systems
for Private Companies

v' In order to promote business succession of

private companies as a measure only for 10
years, a system of 100% deferral of
payment of inheritance tax and gift tax
concerning the succession of land, buildings,
machinery and equipment was established in
the FY 2019 tax reform.
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Cases of succession outside family and relatives

Former business owners New business owners

® A Case where business succession to an external third party went smoothly through support of a support agency.
® The burden of the former business owner will be reduced and new business development by the new business

owner can be expected.

[Case] Ebisudo Co., Ltd. (Fukui City, Fukui Prefecture)

An old Japanese confectioner transferred the business to a
company of different industry through matching by a
support agency.

> Ebisudo (5 employees and 10 million yen in capital) was established
in 1917 and it is an old company that produces Habutae (silky soft)
rice cakes.

» Mr. Nakamichi, the former president of the company, consulted with a
business succession support center in Fukui Prefecture about his
business succession.

» He learned that the company can "continue to employ its employees”
and sought for a successor. After about 2 months, matching with a
company which supports employment of people with disabilities
was successful.

» In the company which succeeded
the business, work duties of
people with disabilities have
become diverse and the
employees are satisfied with
work.

> At present, the number of new
users has increased, enabling the
development of nhew products
and work to be more efficient.

Nakamichi (right) and Shimada who took
over the business (left)

» “It was a relief for me that he took

[Case] Ibara Co., Ltd. (Niigata City, Niigata Prefecture)

An early M&A with support from a certified tax accountant.

> Ibara (7 employees and 3 million yen in capital) is a company

providing car sales, repair and maintenance services.

> Mr. Sato, the former president, sought an opportunity to transfer

the business to a third party through M&A as his son and
employees did not wish to take over the business.

» The present president Mr. Sakurai was running a private company in

the same industry. He considered the expansion of business through
M&A and gained knowledge on M&A in a study session held by a
certified tax accountant.

» Sakurai was introduced to Ibara through the staff of a non-life

insurance company and found its customer platform and facilities
attractive. Both side agreed to succession through merger.

> Through support of the afore-mentioned tax accountant,

procedures including valuation, arrangement of requirements
and the sales agreement were completed in as short as 2
months.

> Sakurai says, “I would like to try

new projects which contribute to
the local community.”

over the business.
I am now able to enjoy my retired
life stably,” Sato says.

Exterior of the enterprise
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Effects of Business Succession Former business owners| | New business owners

® Analyzing the effects of business succession on business performance by age of new owner

® It was found that transferring business to owners in their 30s (or younger) or in their 40s increases sales compared to
transfer to owners in their 50s.

Fig.1 Effects of business succession on sales Effects of business succession on total assets
19- (by age of business successor) (by age of business successor)
0.10 r 0.10 Kok
@ 30s or Younger D40s B50s or B130s or Younger B40s 850s
0.08 | 0.08 |

0.06 0.06 r

* %k
kK
*okok
ek sk ¥
0.04 | ke 0.04 -
* ¥ * * %k *

0.02 0.02 |—|_‘_| | | —l
0.00 = 0.00 ] —— =

-0.02 r ‘ \ -0.02 ‘ \

-0.04 -0.04 "
-0.06 - -0.06 L
After 1 year After 2 years After 3 years After 4 years After 5 years After 1 year After 2 years After 3 years After 4 years After 5 years
Effects of business succession on ROA Effects of business succession on the number of employees
(by age of business successor) (by age of business successor)
1.5  (%pt) O 30s or Younger O40s B50s 0.08 r
ok 030s or Younger 040s B50s
*%
1L ** 0.06
0 |_ ,_I_I_I 0.02 | ,—I_'—‘
05 | |_| 0 — ]
0.5 | | |
-1 b -0.02 -
After 1 year  After 2 years  After 3 years  After 4 years  After 5 years After 1 year  After 2 years  After 3years  After 4 years  After 5 years

*  Analyzed using the methods “trend score matching” and “analysis of difference of difference." The graph shows the difference of changes in control group and treated group. "*” in
the graph shows the statistical significance level. *...10% significance, **...5% significance, and ***...1% significance.
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Former business owners New business owners

Business Succession

® More then half the number of people who are subject to take over a business (decided successor) consider business
expansion regardless of the current performance. Younger successors consider business expansion more.

Intention of decided successors toward Intention toward business scale after business succession
Ll business scale after business succession (by performance) . N .
I:lExpanS|on gMaintaining I:IReductlon OOthers
Type Type Type
. (I think) the company has stable profits
Reduction (n=251) | 57.4 |
Expansion - 2 |
Tvbe (I think) the company has profits in [
yp some years and not in others (n=218) I 58.3 |
(I think) the company doesn't have “ -
profits and is suffering (n=98) | 57.1 | J:
. .. I don't know the status of profit and — ‘.
Maintaining loss at all (n=74) | 36.5 | | !
Type ‘
0% 100%

Intention toward business scale after business succession
(by expected age of succession)

Expansion Maintaining -Reduction
/ , I:|Type I:|Type I:|Type QOthers
(n=641) 39 or Younger 62.2 [ .
o Would like to enter new business fields and develop (n=98) i
new products and services
O would like to develop new customers and clients (ii;ﬁ)g) 55.2 / 7/
B would like to maintain the current status - / / ,
i ; ; 50~ 59 :
O Would like to operate by reducing the business scale (n=188) 54.8 | I I |
B Others i / / ‘
60 or Older -
(n=145) 51.0 | | |
* "Decided successors” mean those who made an agreement on business succession with |
the present business owner.
P 0% 100%

(Source) “Survey on becoming a new business owner of SMEs and small enterprises”
(Mitsubishi UFJ Research and Consulting Co., Ltd.)



Change of management (fostering a successor)

Former business owners New business owners

® The largest concern in business succession by a decided successor is the lack of capability and experience.
The more the successor wish to expand business, the more time is required for the preparation. It is important to
prepare for an opportunity to gain experience in and outside the business from early on.

Concern of decided successors toward business succession

50 (%) I:IExpansion Type |:lMaintaining Type DReduction Type
1 (n=354) (n=227) (n=57) _

40 |- 1

30 |-

bhD Lk

Lack of  Lack of worMaintain and Maintaining Return of Succession  Support  Building  Balance  Nothing in
capacity as a experience | improve employment loans and ©f personal from board relationship with private particular
business pberformance financing guarantees of directors  with the life
owner for loans and community
employees

m Preparation period which a business owner
thinks is necessary

Less than After After After After 6 -10 More than
a 1 year DZ years |:|3 years I1-'4 years DS years IImyears E10 years
Expansion R
Type P
(n=354) - ;
Maintaining i E R
Type AT
(n=227) - = = = .
Reduction
Type I
(n=57)
0% 50% 100%

* Decided successors mean those who made an agreement on business succession with the
present business owner.
(Source) “Survey on becoming a new business owner of SMEs and small enterprises”
(Mitsubishi UFJ Research and Consulting Co., Ltd.)

[Case] CB Japan Co., Ltd. (Adachi Ward, Tokyo)

Companies which made a smooth transfer of the
business through successor's education using
external training programs.

> CB Japan (40 employees and 99 million yen in capital) is a

company which is engaged in planning and development,
production and sales of home products.

» The current president Mr. Higuchi, who's background had

been in sales, did not think that he would become president.
When the former president became ill, he was chosen as a
successor and rapidly began to prepare for business
succession.

> He took a training program run by an external expert to

understand necessary skills to become a business owner.
He then gained knowledge on finance which he was most
concerned about. He implemented what he learned and
has steadily accumulated management know-how before
becoming president.

» He thinks that he "would like

to start preparation earlier for
the next succession and take
at least 5 years.”

He conducted external and
internal training for executive
employees.

He is devoted to preparation
for the next business

succession. President Keisuke Higuchi (left) and
Chairman Hiroshi Aoki (right)
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Securing a successor

Former business owners New business owners

® More than half of those who are likely to be a business successor but not confirmed as such (successor candidates)
are unable to have conversations on business succession with the present business owner.

® It is effective to set opportunities for conversations involving other related people.

Fig.1 Conversations on business succession between the
sl successor candidate and present business owner

BFrequent oHave gNot much ONot at all
. — conversations
Motivated

successor
candidate
(n=250)

Unmotivated [ 53.2 |
successor i
candidate
(n=500)

0% 100%

m Persons who business successors think are appropriate to consult
with the present business owner about business succession

(%)
60 [ [] @ Motivated successor candidate (n=250)
O Unmotivated successor candidate (n=500)
40 -
20 ‘ | \ |—| |—|—|
O I I | | | I I | | | I | | | | | | | ] | |
Relatives of ~ Board of Related Financial Chambers of SMEs Certified Lawyers No one in
the current directors and people in the institutions c?nngzﬁ:seaigd management  public particular
business  employees of community commerce and  Consultant  accountants
owner the business (peoplein the same industry and tax

associations

industry, etc.) accountants

* "Motivated successors” mean those who wish to take on business but haven't reached an agreement
with the present business owner.
"Unmotivated successors” mean those who are not motivated for business succession but is
considering it.

> "I have seen my parents’

[Case] Nakanomiya Co., Ltd.
(Kamogawa City, Chiba Prefecture)

A company which intends to succeed in a business
when it opened a new restaurant

» Nakanomiya (3 employees and 3 million yen in capital) is a
company which runs a Japanese restaurant and a hotel. They
closed the existing restaurant and will open a new Japanese
and Western restaurant called "Orbis” in which a new hotel is
established together.

> Kohei Uemura, son of the current president and a Western
food chef, heard his parents are considering the opening of
Orbis and started to help out with the restaurant as he
decided to take over the business after becoming able to
have a long-term image of the business.

> Keiji Uemura, the president president, has been consulting

with the commerce and industry associations and financial
institutions and carefully preparing for the succession in 5
years' time by developing a business succession plan.

passion for Orbis.

We will help each other to
prepare for the opening of
the restaurant,” says Kohei.

31 notebooks in which records on
the preparation for the opening of
the new restaurant "Orbis.”

(Source) “Survey on becoming a new business owner of SMEs and small enterprises” (Mitsubishi UFJ Research and Consulting Co., Ltd.) 1 7



Closed bL|Si ness Former business owners| | New business owners

® "The business was planned to be closed after the owner retired” was the most frequent reason given by
closed business owners for discontinuing the business.

® Succession of business resources was generally the most frequently cited difficultly regarding efforts for business
closure.

m Reason of discontinuing the business

- ——

60 (%) 1

58| 5
40 1
: 19.8 19.6 19.4
20 I
I 7.1 56 6.1
| 3.9
| ,—| 1.1 0.7 0.3 I_l
0 r . | | . I I . . . .
I The business was ICouId not see the future Didn't have a successor Didn't think the business The foreseeable earning The family or relative Loan amount was large  Felt resistant to the Received advice from Had to close the The guarantor opposed Others
planned to be closed of the business candidate with capacity was worth taking over capacity of the business opposed to the business succession of business experts business due to a to the business
after the owner is was low succession to someone outside the disaster succession
| retired ] family

mHardest efforts for business closure

50 0
%
(%) 41.8
4 = Efforts concernin? the 36.7 1
1 succession o . .
31.8 | management resources O Difficult points (n=1,976) OHardest efforts (n=1,730) R
30 26.7 :
| {,. -
20 17.1 1
48 ) 142 | 130 | 130 12.0
I .
1 I
10 I 6.9 6.2
- ‘ | : [_%7 : > 1 s >4 06 2608 0.9 363.0
' : . . 920.1
oI : l Bl B B = - o
I Explanationto Compensation for | Explanation to 1 Securing a buyerI Consent of family Return of loans Securing funds to Collection of Explanation to Explanation to Explanation to Others Nothing in
I sales destinations employees 1 suppliers 1 of assets pay tax obligations accounts creditors such as investors and guarantors particular
I and customers 1 I receivable financial share holders
| —— \n———-’ institutions, etc.
*Data was calculated for the response "discontinued” to the business succession after retirement.
(Source)“Survey on business successions of SMEs and small enterprises to next generations and retirement of the management” 18
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Succession of Business Resources

Former business owners New business owners

A certain level of success regarding management resources has been achieved by companies that close but there is room for
further improvement.

If management resources are transferred with a fee, the business owner is able to cover part of the costs of business

closure.

Current situation of succession of business resources from

business that h

ave closed

Have employees who

wish to be re-employed

(n=1,549)

Have employees who are
confirmed re-employmentr
through support of they

business owner (n=597)

oYes aoNo

38.5

50.9

0%

and customers

Have sales destinations and

aYes

customers with continued

63.2 |

transactions (n=1,850) 't

0%
Succession of sales 4}

destinations and customers
(n=1,133) %

BSucceeded

0%

( Equipment \ (Salesdestinations\ ( Employees \

BOOwned a property @ODidn’t own a property \

Owned or didn't own
equipment (n=1,840)

Succession of equipmentI’
(n=1,091)1

62.7 | 37.3 |
N;~ |
-~
Ry 100%
- BSucceeded ONot succeeded.. _
.................... -
53.6 [ 46.4 |

0%

Real estate

Owned or didn't own a -

oOwned a property @Didn't own a property

property for business

36.1 | 63.9

(n=1,909) ¥

-
-~

0%

-
-~
e
-
-~

@Succeeded

100%

ONot succeeded™ ~==w_ _
. -

Succession of the propertyr

51.8

for business (n=637)L

100%

m Total cost for closing a business

o0 yen

OMore than 1 yen and less than
500,000 yen

B More than 500,000 yen and less
than 1 million yen

@ More than 1 million yen and less

than 5 million yen
@ More than 5 million yen and less

than 10 million yen
m More than 10 million yen

(n=1,907)

(%)
@0 yen

OMore than 1 yen and less than
500,000 yen

B More than 500,000 yen and less
than 1 million yen

@ More than 1 million yen and less
than 5 million yen

B More than 5 million yen and less
than 10 million yen

mMore than 10 million yen

(n=599)

* Data was calculated for the response "discontinued” to the business succession after retirement.
* Figure 3 was calculated for responses "some management resources were succeeded.”

(Source) “Survey on business successions of SMEs and small enterprises to next generations and

retirement of the management” (Mizuho Information & Research Institute, Inc.)

(December 2018)
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Former business owners New business owners

Cases of Succession of Business Resources from a Closed Business

® Example of a company which succeeded management resources from a closed business and used them for the

company's growth.

® Succession of management resources from a closed business can increase satisfaction of the closed business owner

after retirement.

[Case] Yadapan Bakery
(Matsue City, Shimane Prefecture)

A private company which succeeded management resources
from a closed business, which led to the growth of the
company.

> Yadapan Bakery (10 employees, a private company) was established
in 2013.

> After the establishment, the shop was opened in a suburb. However,
the owner considered a move because sales were slow. In 2016, the
owner took over a shop from a closing bakery as the owner of
the shop was retiring, and Yadapan moved there.

> At the time of moving, the Yadapan owner bought certain equipment
(bread kneading machine, refrigerator, etc.), interior and appliances
for 2 million yen. This was around 10% of the actual prices paid if
purchased brand new, and the owner was able to save costs for the
moving.

> He also took over 6 employees
from the previous owner, which
provided connections with local
regular customers and some
recipes were shared. This resulted
in the increase of sales after the
move.

m

Interior of the shop

[Case] Fujita Shoji Co., Ltd.

(Urayasu City, Chiba Prefecture)

Example of a company which took over clients, employees
and equipment from a closed business and used them for
the company's growth.

» Fujita Shoji (105 employees and 45 million yen in capital) was

established in 1947 and it is a specialist trading company that sells
steel for automobiles and heavy machinery.

The president of a client steel marketer requested Fujita Shoji to take
over his customers, etc. as he doesn't have a successor and would
close the business. Fujita Shoji succeeded the customers, 3
employees and equipment.

The technical and response capability of the company was rated by
the existing customers and the sales has increased from those before
succession.

» The former business owner took a certain

amount of money, but he is more satisfied
with the fact that he did not cause any
problems to his employees and customers.

Tadayoshi Fujita, Representative Director
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Establishment with the Succession of Business Resources

Former business owners New business owners

® When an entrepreneur tries to establish a business promptly, it is effective to take over management resources
from others. However, the number of people who actually utilize this method is limited. It is necessary to
promote the succession of management resources from the viewpoint of business establishment promotion.

Management resources succeeded or

Fig.1 those they wish to succeed
80 (%)
OEntrepreneur-to-be (n=790)0 Entrepreneur (n=1,057) 61.9
60 | 53.8 )
N 50.4 47.7
41.3 B 39.6 — 41.9
40 + 32.7%
20 18.4 3.8
i ’ 9.7
_| 8.9 _| 7.3 . 5.0
0
Business Brand Sales Board of Equipment Real estate Nothing in
know-hows destinations directors or particular
and employees

customers

m Management resources which Entrepreneur-to-be wish to
take over (by growth intention after business establishment)

» The company is trying new molding

(%) Rapid Growth Type Stable Growth Type Business Continuity Type
80 B(n=128) O{n=475) B(n=187)
63.3
60.2
et __ 558 539 54.7 53.3
60 — 47.7 | 50.0 51.9
-/ 46.5 25 ) 46.3
40 33.2 19.9 8.9
29. . 25.
3.5 2.5 5.1258 26,
0 | W W
0 | |
Business Brand Sales Board of Equipment Real estate Nothing in
know-hows destinations directors or particular
and employees

customers

[Case] Fujitsuna Gokin Co., Ltd.
(Higashiosaka City, Osaka Prefecture)

A company that takes on new challenges
using succeeded technologies

» Fujitsuna Gokin (3 employees and 2 million yen in capital) is a

company which molds copper alloy.

> Local copper alloy molding company where Mr. Fujitsuna used

to work closed when the former president passed away all
of a sudden.

» He became the representative as he_ was concerned about
losing their technologies, and decided to establish a new
copper alloy molding company with his colleagues.

> Six months after the closure of the business, he established
Fujitsuna Gokin taking over part of the customers and all
engineers. A certain amount of sales was secured from the
beginning after the establishment.

technologies with low costs and
high quality in order to gain new
customers. At present, almost
half of their sales is from
customers acquired after the
establishment.

Nobuharu Fujitsuna, President

* "Entrepreneurs” mean those who responded that they have established a company as core business (excluding freelance business) and have continued the business for less than 10 years.

* "entrepreneur-to-be” mean those who are making specific preparations for the establishment of a company.

* About the growth intention towards sales after the establishment of a company, those who intend to expand the business are described as "rapid-growth type,” those who intend to expand the business over a
medium- to long-term and in a stable manner are “stable growth type” and those who do not intend to expand the business are "business continuity type." 2 1
(Source) “Survey on becoming a new business owner of SMEs and small enterprises” (Mitsubishi UFJ Research and Consulting Co., Ltd.)



Profits of closed business

1.6

1.2 -

1.0 r

0.4 r

0.2 r

Former business owners

New business owners

Profitability of closed or dissolved companies tend to be the same level in all SMEs until a few years before
dissolution, but it is gradually reduced until the company is closed or dissolved.

It is important to prepare for management reform and business closure from an early period before incomes

fall.

(%)

Suspended, closed or dissolved in 2016

Suspended, closed or dissolved in 2013
Suspended, closed or dissolved in 2010
—>¢— Median value in all SMEs

Changes in net profit margin (median value) of
suspended, closed or dissolved companies

0.0

07

08 09 10 11 12 13

* Data is derived as of September in each year.
* Figures of private SMEs and those in non-primary industries are calculated.
* Figures of companies whose accounting is closed every 12 months and which had valid responses on sales and profits in the current term settlement.
(Source) "Corporate Information File” (Tokyo Shoko Research) (rearranged and processed)
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Changes in the distribution of net profit margin of
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Change of the Management (Retired Business Owner)

Former business owners New business owners

® There are cases in which matters that concerned the business owner before retirement do not actually become

issues when the owner retires.

® The satisfaction level for life of both owners who succeeded business and closed business owners tend to be high

after retirement.

retire and matters that "actually became issues” when a

- "Matters concerned” when a business owner decided to
Fig.1
(%) business owner retired (succeeded business owner).

(o)
60 - O Matters concerned (n=2,561)

("46.5)
—— I -
50 (216 W13 OActual problems (n=2,437)

40 7 ===~ == mr
273: 132.3 :.309 FO4
' I 1
30 v ! 1 [FonA 0o 4 222
T 17 [P =6.0 155¢4 156
20 ~ : 13.4

: 0.6 °9'6 12d 4
o W LA B D B

Management Decrease in Impactson How touse Impacton Succession of Impactson Securing a Return of Remained

capability of own incomes employees time after customers, technologies family successor loans personal
a successor retirement sales and know- guarantees
destinations hows
and clients

Current satisfaction level for life

matters that "actually became issues” when a business owner
retired (closed business owner).

70 ;00 _

m “Matters concerned” when a business owner decided to retire and

o ;5357 21 O Matters concerned (n=2,039)
50 '7- -l OActual problems (n=1,975)
40 - (33.5 \

1 26.9
30 + | :222%4 2125'6

1 [19.4 1 ) % 6 15
20 ‘" _LAB-9, 131 129, 11.9
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o | ok m

Decrease in  Impacton Impactson How touse Impactson Decrease of Salesand  Returnof Securinga Succession of

own incomes customers, employees time after family personal disposal of loans successor technologies
sales retirement property assets and know-
destinations hows
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m Reasons of satisfaction with the present life

O Satisfied OSlightly satisfied B Cannot decide % .
OSlightly dissatisfied B Dissatisfied ( )74 2 O Business owner who succeeded (n=1,684)
ghtly 80 (67 0 67.4  BOwners of closed business (n=923)
[ N S R S S S R -—— . .
Business owner who succeeded i 1. \I | 63.0__
40.4 30.4 = 15.3 9.4 4.4 _—
(n=2,408) W R i : el 60 r
e e 36.1 38.8
Owners of closed business 01 o6 ) 40 r 33. -
(n=1,886) I : : : 4.6 2% 21.6
- — 20.1 12.4
) 20 11.6
0% 100% 4.5, 0
O L L L L L s
Have time to Have mental Have financial Have timeto  Can form new Can contribute Have new work Others
* “Succeeded business owners” mean whose who responded “all of business operations are continued” and “part of business operations spare. allowance. resources to spend with  connections with to the opportunities.
are continued,” and "closed business owners” mean those who responded that they "have not continued” any business operations after retirement. spare. family. people. community.

Fig.1- 2: The top 10 items with the response "matters concerned" are shown.
Fig.4: Data was calculated for the responses "satisfied” and "slightly satisfied” with the present life.

(Source) “Survey on business successions of SMEs and small enterprises to next generations and retirement of the management” (Mizuho Information & Research Institute, Inc.) (December 2018) 2 3



Owner of newly-esta blishment Former business owners| | New business owners

® The number of entrepreneurs is decreasing. On the other hand, the percentage of those who prepared for the
establishment of a business that was actually established increased.

® The number of foreseeable side business owners who realized diverse establishment styles is increasing and
freelancers played an important role.

Z[« W Changes in the number of entrepreneurs mChanges in the number of side business owners
(10,000 people) People who wish to become an entrepreneur
(10,000 people) People who wish to Zﬁ?r’?eler\évr?e()u:ViaS:atZizZCglE?n225 1 [ Oas apside business i [CJEntrepreneur-to-be as a side business
200 r become an entrepreneur P [EJOwners of a side business (excluding Owners of a side business
BlEntrepreneur-to-be mgntrepreneur—to—be as a side agriculture, forestry and fisheries industries) (agriculture, forestry and fisheries industries)
usiness
180 + 173.5 EJEntrepreneurs 68.>
i 60.2 s 57.8
NNE 1 : 1 : 1 . [ paneny |
160 - 50 - 36.7 L [ 15.7
151.6 150.6 THE 30.2 19.8 o1 L
65.4 NS 72.1 :,:I: 67.7 MM . |
140 i 72.1 | | | 40.2 42.1
57.0 319 31.9 30.1 32.6 33.7
120 + 7 7 0 = = % |
78.1 02 07 12 17 (Year)
100 - m Population scale of freelancers (estimate)
84.0 .-
— 74.4 76.9 - 300 270
80 L . Population scale of freelancers
s - i as a main business or side (10,000 people)
31.9 i Hi business (estimate) = = = = =
S ! o 4.4 million (About 7% of the I Freelancers as a
60 - i 32.6 40.2 total workers) main business
101.4 = ':':l T s O S HHHE I
o f(804% 72.5 ::::: 43.6% DFreeIancers asa
40 - 83.9 ol | Bside business
52 11 1 1 Business owners
20 i 41.8 36.7 Bother than
™ 1 freelance
18.1
o 16.9 16.0 l,_.lother employed
0 | | Ll ]| L L ] |
people
07 12 17 (Year) N,

(Source) Figure 1 and 2: Developed by the Small and Medium Enterprise Agency based on the "Basic Survey on Employment Structure" (Ministry of Internal Affairs and
Communications) (rearranged and processed), Figure 3: “Japanese Panel Study of Employment Dynamics” (Recruit Works Institute) (January 2018).
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Status of intention of business establishment in Japan

Former business owners New business owners

The percentage of entrepreneurs-to-be aged 18 to 64 in Japan has been low and the percentage of those who are
not interested in establishing a business has been high.

On the other hand, the percentage of those who are interested in establishing a business and actually undertake
activities for establishment in Japan is high. It is important to increase initial interest in establishing a

business.

Changes in the percentage of entrepreneurs-to-be
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(Source) “Global Entrepreneurship Monitor: GEM Survey” (rearranged and processed by Japanese Team) 25



Situation of Freelance and Side Business

Former business owners

New business owners

® Entrepreneurs who establish freelance businesses tend to be highly satisfied with the freedom and personal
discretion. Those who establish a business as a side business tend to operate businesses with relatively little
experience. In both cases, initial expenses tend to be low.

® This is a chance for individuals to open a business in a relatively easy way.

* "Freelancers” here mean those who operate a business by providing their skills and abilities without belonging to a specific organization and having no employer
or office. "Side businesses” are to operate a business while being employed.

Incomes of work before and after establishing a business and
9- the satisfaction level regarding the freedom and discretion.

m Length of experience in work related to the
business which entrepreneurs operate

’ ; r DlLess than 3 years [@'orethan 3yearsand &= yvee than 10 years
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entrepreneurs as a !
Freelance entrepreneurs Entrepreneurs as a side Entrepreneurs other than side business
(n=599) business (1=219) | _feclnces enteprenewrs o (n=o42) ‘
0% 100%

(n=1,057)

(Source) “Survey of business owners on entry into a new business in SMEs and small enterprises” (Mitsubishi UFJ Research and Consulting Co., Ltd.) (December 2018)




Establishment of business as a freelancer

Former business owners New business owners

® In some cases, owners establish a business as a freelancer and later increase employees. It is important to promote
the establishment of business as a freelancer as a form of business establishment.

Percentage of entrepreneurs who established a business as a
il freelancer and later expanded employees

Expansion of
employees
17.5%

Not employed
82.5%

Intention of growth at the time of freelance business
m establishment by entrepreneurs who later increased employees

OGrowth Oriented Type O Stability Oriented Type

Number of entrepreneurs who established a business as a
freelancer and later expanded employees (n=196) 77.0 23.0

Sales
e
-l

Entrepreneurs as a whole (n=2,275) 55.0 45.0 I

Number of entrepreneurs who established a business as a
freelancer and later expanded employees (n=196) 64.3 35.7

Employment
-
- I

Entrepreneurs as a whole (n=2,275) 36.4 63.6 |

0% 100%

* "Growth Type” means those who responded about their growth type on sales and employment which they were aiming for at the time of
business establishment that they will "expand in a short period” or "expand in @ medium- to long-term and stably."
"Stable Type” means those who responded that they "do not intend to expand” (focus on continuing the business).

(Source) “Survey of business owners on entry into a new business in SMEs and small enterprises”
(Mitsubishi UF] Research and Consulting Co., Ltd.) (December 2018)

[Case] Baigie Co., Ltd. (Setagaya Ward, Tokyo)

A company which continues to grow steadily in sales

and employment after establishing a freelance business

> Baigie (14 employees and 5 million yen in capital) is a website

production company which is strong in building strategic BtoB
websites as well as sophisticated design.

Sogitani, the representative has prepared for the establishment
of his business by attending a vocational school and working in
a design company. However, he could not stop worrying about
having employees.

He established a business as a freelancer to start with. He
was satisfied with the work and income, but in order to expand
the business, he incorporated a company and decided to
employ people.

In the first year of the incorporation, he began to have
employees, and has expanded the humber of employees to
14.

About taking a step toward
employment, "I feel that
work speed has improved by
dividing our tasks. I will try to
make the organization to
operate without myself in the
future,” says Sogitani.

Baigie office
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Change of the Management
(Opportunities of success for freelancers)

Former business owners New business owners

® The gap of using the freelance style between regions by entrepreneurs is small, and about 40% of them have

intention to use the style in the future.

® Those who haven't used the freelance style have issues caused by the lack of information on freelance.

m Usage and intention of freelance style
by location of entrepreneur

OHave used them before and is interested in using them in the future.
BHave used them before but is not interested in using them in the future
T OHavent used them Derore but 15 INterested N using them m the racare
OHaven't used them before and is not interested in using them in the future
BDon’t knew

Hokkaido (n=109) 31.2 £E02710.11.00022.9 Lo ks 26.6
Tohoku Region (n=142) 34.5 I 141:ﬂ 10:6 LU 19.7 .'..\'\.j 21.1
Kanto Region (1=9568) W) TR 8.0 [ 24.0 T 22.1
Chubu Region (1=207) 338 ET5o72 | 23.7 TS 21.7
Kinki Region (n=432) 33.6 I 14.4 :[ 0.0 I 21.3 A 21.8
Chugoku Region (n=123) 325 [53]5.7 =7 27.6 | 26.8
Srikoku Region (n=56) 3 s STV | L [T 25.0 | 33.9
Kyushu and Okinawa Regions (n=238) oA 1450 7.1 [T 197 T 29.4
0% 50% 100%
m Issues and concerns of those who use freelance style
BHave used them before and is interested in using them in the future (n=752)
OHaven't used them before but is interested in using them in the future (n=283)
40 o8 33.6 35.0 31.9
30 - 25.4 27.2 25.3 24.7
20.3
20 13.3 163
10
0 ‘ ‘ ‘ ‘

Don't know what kind of Don’t know the way to
work should be
outsourced.

Cost effectiveness for  Concerned whether the No issues in particular
look for a freelancer (no using a freelancer is not capability is enough for
means, cannot found). clear. doing requested work.

* Fig.1:Calculated by regional categories under the jurisdiction of the Ministry of Economy, Trade and Industry,
Fig.2: Only major items are shown.
(Source) “Survey of business owners on entry into a new business in SMEs and small enterprises” (Mitsubishi UF]
Research and Consulting Co., Ltd.) (December 2018)

[Case] Vegital Co., Ltd
(Maebashi City, Gunma Prefecture)

A company which grows using the diversity of
knowledge of external experts to solve management
problems.

> Vegital (1 employee and 3 million yen in capital) is a company
which produces and sells soups for pregnant women.

> The owner had been interested in establishing a company while
being employed, and decided to establish a side business as
he thought there was a high risk in quitting his full-time
job without having management know-how. Four years
after establishment, he incorporated the company and changed
it to his main form of employment.

> At the beginning, he operated a mobile soup shop. However, he
realized the dietary needs of pregnant women and started to
develop products to meet this demand. After six months, he
was able to make a product switch but faced an issue with
sales.

> Using the Spot Consulting Service*, he consulted two sales
experts, one engaged in sales and the other a company in
owner in a different industry.

> He successfully found a solution for
addressing the sales issue by _learning
industry know-how.

*Used Visasq, a platform that matches business
persons in a wide range of types and conditions of
businesses with clients to provide a spot consulting
service as freelance and side businesses.

Maternity soup
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Establishment of business as a side business

Former business owners

New business owners

® In some cases, owners establish a business as a side business and later change it to their main business. It is
important to promote the establishment of business as a side business as a form of business establishment.

Percentage of entrepreneurs who established a business as
il a side business and later changed it to their main business

e

Remain as
side business
32.0%

Change to
main business
68.0%

m Future intention concerning side business

@ Would like to make the current side
business a main business.

mMight make the current side business a main
business but not sure at present.

BElWould like to maintain the current side
business as a side business.

M Would like to start a new side business (project)
while keeping the current side business

EWould like to stop the current side business.

M Would like to stop the current side business and
start a new business (project).

EDon’t know

(Source) “Survey of business owners on entry into a new business in SMEs and small enterprises”
(Mitsubishi UFJ Research and Consulting Co., Ltd.) (December 2018)

[Case] Butterflyboard Inc.

(Yokohama City, Kanagawa Prefecture)

A company which has continued steady success in
product development, which began as a side business,
and changed it to the main business

> Butterflyboard (no employees and 5 million yen in capital) is a
company which develops, produces and sells white boards with

features of mobility and expandability.

> Mr.Fukushima, the company president, thought that he "wanted
a white board which can be used anywhere” while working as
an acoustic device maker. He started to develop products as

a side business using his free time after work and on

weekends.

> He confronted many difficulties during the development, but he
has improved products based on opinions of customers by using
cloud funding in and outside the country. He has then gained
confidence in establishing a company and decided to make

it his main business.

> "Even an ordinary salaryman
like myself can realize what
he wants to do,” Fukushima says.

I

Butterflyboard, the
company's signature product
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Necessary actions
by business owners of SMEs

First, we analyze the "response to structural changes” such as population decrease,
digitalization and globalization as an environment surrounding SMEs and small
enterprises. Then, we consider "expected roles” of SMEs and small enterprises and
their relationship with stakeholders that support the success of SMEs. Furthermore, we
consider "disaster prevention and reduction measures” as an example.
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Population decrease

® The most significant structural issue which Japan is facing is population decrease.
® Labor productivity of SMEs has a strong relationship with the population density of a company’s location.

Labor productivity by ranking of population density in S| SR TR T SRR (O, [,

inhabitable land areas (manufacturing) (Yanagawa City, Fukuoka Prefecture)
Population .
< Low density High =
(10,000 yen) A company which maintains the top rank in local share by
' B Category I O Category II BCategory Il 0 Category IV - improving convenience and acquiring regular customers in a
1,200 1,098 o3, 1,002 1,022 management environment with decreasing population and
1,000 r HHHE emerging competitors.
800 - / Hhh!
538 IIIIIIIII orpe . . .
600 | 394 428 % HHY > Marumatsu (24 employees and 25 million yen in capital) is a company
400 - THIHY R which operates a community-based supermarket.
200 HhL S > Population in the area where the supermarket is located decreased by
0 AN i about 10% in 20 years and the company has been suffering from lack
SMEs Large enterprises of staff. By realizing accurate sales prediction and stock

management using data, the company has reduced work burdens.
m Labor productivity by ranking of population density in > The company stopped advertising on flyers more than 20 years ago

inhabitable land areas (non-manufacturing) and attracted regular customers with a point card, which has led to
= Low P%[:(;L:\I:ittl;)n High = the retention of customers.
(10,000 yen) BCategory I O Category Il BCategory III O Category IV __ > In recent years, it has started pick-up/drop-off services for the
e elderly who are its main customers. The relationship with the
600 269 545 545 customers became stronger through communications exchanged in
500 | / T the service vehicles.
377 NN i i H -
400 - 306 317 347 H > By continuing these communlty_ based
THHEE SHHHN efforts, the company has established
300 1 RN SHHHN the top rank in the share of the region. &
200 T i T
100 - U HhnL
0 Y RNy :
SMEs Large enterprises Marumatsu Supermarket

* Population density was categorized in 4 ranks: Category I: lower than 25%, Category II: more than 25% and less than 50%, Category III: more than 50% and less than 75%, and Category IV: more than 75%.
(Source) “2016 Economic Census - Survey of Corporate Activities” (Ministry of Internal Affairs and Communications, Ministry of Economy, Trade and Industry) (rearranged and processed), "2015 Population Census" 3 1
and "2016 Form of Municipalities Seen in Statistics” (Ministry of Internal Affairs and Communications)



Digitalization (1)
[ J

Status of website opening

Connection with customers has increased through advanced digitalization. Free or reasonably priced social media
(blogs and SNS) are expected to be used as new marketing tools.

There are many chances to expand sales routes by effectively using EC (electronic commerce) even though demand
in many commercial centers are decreasing.

m Status of using social media services

B Have a website @PONthavea BEINo response mUsing social gNot using BINo response
website media social media
(o))
g 2010 82.4 | 153 H &5 2010 [121]] 85.9 H
[ [
g% - g I
8 e (—
g 2017 87.2 | 128 | &5 2017 25.2 [ 73.7 H
w0 %]
25 2010 94.1 b3 28 2010 [[126 86.5 i
25~ 2o
2g¢ | 325 L
5 52 ; 5 5E
28 2017 95.7 kil 28° 2017 36.7 | 62.0 H
| o ~
| |
0% 100% 0% 100%
m Status of using EC (2017) m Purpose of EC used by enterprises (2017)
- ) ) 50 1 (%)
OUsing EC ONot using EC 40.8 )
. ESMES(100 - 299 people) Large enterprises
SMES(100 - 209 40 + 33.2 (300 people or more)
people) 44.7 52.9 :
30 - 4
| 22.1
20 16.1 15.3
Large enterprises 55.7 42.0 10 8.5
(300 people or more)
| 0
100% Purchase from companies Sell to general consumers Sell to companies

0%

(Source) “Survey on Trends in Communications Use” (Ministry of Internal Affairs and

Communications)

*The total of answers does not necessarily become 100% because multiple replies were

allowed. Questions for those who responded that they "use EC."
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Digitalization (2)

® [oT and AI are new technologies which have been drawing attention in recent years, but SMEs are not motivated
to introduce them.

® The largest reason of not introducing IoT is that "business models after introduction are unclear.” It is
important to consider first how IoT can be used for company management.

m Status of introducing AI and IoT (2017) [Case] Ebiya Co., Ltd.(Ise City, Mie Prefecture)
OIntroduced either IoT or Al O Considering introduction of IoT or AL
(or both) (or both) An enterprise that improved performance, motivation of
BINot intended to introduce either IoT or Al employees and sales through data analysis by Al
SMEs i - . . .
(100 - 299 24.9 > Ebiya Co., Ltd. (45 employees and 5 million yen in capital) is a
people) company which has operated a restaurant for more than 100

years in front of the naiku (inner shrine) of Ise-Jingu Shrine.

Large enterprises

(More than 300 26.5 » The company has been operating the business based on
people) ‘ experience and intuition. As the company was unable to predict
0% 100% demands accurately, it has suffered food loss and fatigue of on-

site employees.

Status of using data collected and . .
accumulated by IoT (2017) > The current president who entered the company in 2012 set the
Y "customer prediction” as a focused issue and developed and

_ etk No introduced a system to accurately predict the number of
BNotplanning to use it BPomtknow Mresponse customers from a vast amount of data using Al

. L Using it at a Not using much but considering to
O Actively using it Dcertﬂn level I:Iuse it

> With this system, the accuracy of prediction of the humber of
customers by time and order predictions are more than 90%
accurate, and it significantly reduced food loss from waste as
well as the work burdens of employees.

> The sales increased by 4 times
I — S without increasing the number of
(7] 84 fireae da:2 R\ 230\ employees and the company
applied_the five-day workweek,
long-term holiday system and

26.9 RN N mmm salary increase.

SMEs
(100 - 299 people)

Improvement of
existing
operations
Large enterprises
(More than 300
people)

SMEs
(100 - 299 people)

Development and
expansion of
products and

services

Large enterprises
(More than 300
people)

0% 100% An employee who checks data.
*Questions for companies which responded that they have introduced IoT.
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Digitalization (3)

® Many new businesses emerged thanks to advanced digitalization.

® Emergence of Sharing and Fintech can play a supplemental role against management resources of SMEs.

[Case] Sharing Factory Co., Ltd.
(Nagoya City, Aichi Prefecture)

A company that has solved equipment issues of small and
medium sized manufacturers through sharing

» Sharing Factory (3 employees and 5 million yen in capital) is a
company which provides a platform to share manufacturing
equipment with small and medium sized manufacturers.

» In general, many manufacturers own their equipment. However, as
the speed of technological innovation accelerates, there are many
SMEs which are unable to invest in expensive equipments.

» The owner investigated the operating status of equipment in small
factories, and found that many SMEs own non-operating
equipment. At the same time, he also found that there were
companies with equipment needs in the neighborhood, and made a
plan for a matching business to pair parties through sharing
equipment and costs.

> At present, more than 400 examples
of equipment sharing, including
machinery and measuring device,
are registered in the company's
platform and the number of
matching cases is increasing as
expected from the beginning of the
service provision.

SITFVwd

Services of the company

[Case] Maehara Koei Shoten Co., Ltd.

(Taito Ward, Tokyo)

A company which linked new product development and
customer development through cloud funding.

Maehara Koei Shoten was established in 1948 and produces and sells
high quality umbrellas.

As umbrellas are the top item left on trains, the company developed

an umbrella "which you can always track where it is” by attaching an
IoT device. The company thought their umbrellas would be used by

many people with this device.

However, this new product was planned based on the assumption that
there would be no sales. The company thus considered a way to
develop and sell products in a way that would avoid as much risk as
possible, and chose to use cloud funding.

Cloud funding reduces the risk of having unsold products as people
who would like to purchase products fund them, and the attractive
point was for people to be able to check whether "the products are
valuable for consumers” by seeing the status of funding.

About 500,000 yen funding was
collected during the 1 month sales
period, which enabled the development
and sales of new products. Issues in
price and product design became clear,
which can be reflected on the next new
product development.

Product of the company
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Globalization (1)

work to overseas are no longer for manufacturing processes only as internal indirect work has also shifted overseas.
Competitors are global, not just local in Japan.

Changes in Japan imports by main product

(10 billion yen)

Machinery and transportation

In the past 30 years, the inflow of overseas products to domestic markets will increase considerably. Commissions of

6,000 OFood and animals OChemical products  BProducts by ingredient nequipme t BMiscellaneous products
— _/_
5,000 About 1.8 About 4.5 About 2.1 About 7.5 About 4.2 /—/ \_/
times times times times T times ] |11
] [ n
4,000 A 17 AT TN T |
" T T AN\—T] 1 3 I e O
3000 -+ __ o] -—/lI 1! ! — i1 [ 1! ! N N ! 1!
’ AT ] 5 s e O O 2 A A A
T ] 1 1 1 1 1 1 1 (] 1 1 1 1 1 .l |
v w0 O O 6 B e
s 0wy N i lTr\_'_/'lTi [ 1 1 Al 1 [ 1 1 1 |_|_/-—-/ | 11— = +— ——T1
1,000 I S0 . = = =
0
88 8 90 91 92 93 94 95 9% 97 98 99 00 01 02 O3 04 0O5 06 07 O8 09 10 11 12 13 14 15 16 17 18
* "Products by material” include "leather and leather products (fur),” "rubber products,” "wooden and cork products (excluding furniture),” "paper and paper products,”
"threads for weaving and textile products,” "nonmetallic mineral products,” “steel,” “nonferrous metals,” and "metal products.” (Year)

"Machinery” includes "general machinery,” “electric apparatus” and "transportation equipment,” and “miscellaneous products” include “lighting apparatus,” "furniture,”
"bags,” "clothing and its accessories,” “shoes,” “precision apparatus” and "other miscellaneous products."

The percentage of companies which commission
manufacturing operation overseas and commission value

[ Commission value of companies which commission manufacturing operation overseas (left axis)

(100 million yen)

Percentage of companies which commission

A , mission (1%)
60,000 r manufacturing operation overseas (right axis) 14.3 - 45
2.9
50,000 r 47,207 L 12

40,000 r 36,739 36,279
v = 9
30,000 | 24,478 2780 0
19,948 19,268 20,964 ey 6
20,000 r v
10,000 | M3
0 L L L L L 0
09 10 11 12 13 14 15 16 (FY)

Commission value of companies which commission operation

The percentage of companies which commission non-
manufacturing operation overseas and commission value

. other than manufacturing overseas (left axis) (0/0)
(100 million yen) —e— Percentage of companies which'comm!ssion operation other
16,000 -~ than manufacturing overseas (right axis) 9.4 7 - 10
9.0
12,000 37g 11,256 [ 8
’ el —
9,480
8,414 _ 6
8,000 |- T
5221 4,803 4,984 2| -4
4,000 -
-2
o —t—1d e beed 0
09 10 11 12 13 14 15 16 (FV)

* "The percentage of companies which commission manufacturing overseas” is the percentage of companies which commission manufacturing operation overseas out of those commission the operation in and outside the country.

(Source)

Fig.1: “Trade Statistics” (Ministry of Finance), Fig.2 and 3: "Basic Survey of Corporate Activities” (Ministry of Economy, Trade and Industry) (rearranged and processed)

35



Globalization (2)

® In the past 20 years, direct export and investment of SMEs has gradually increased.

® The growth rate is increasing significantly and the space for further expansion is large in rural areas compared with
urban areas.

- Ratio of enterprises implementing direct export m Ratio of enterprises which own overseas subsidiaries
35 (%) )
(%) Large enterprises SMEs Large enterprises SMEs 30.9
30 | 288 01 68
26.4
25 |
20 | 214 207
14.2
15 - 164
10 f 10
6.0
5 [
(FY) (FY)
o | | | | | | | | | | | | | | | | | | | | o | | | | | | | | | | | | | | | | | | | |
97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16
m Number and ratio of SMEs implementing direct m Number and ratio of SMEs implementing direct
export by urban or rural area investment by urban or rural area
(Number of::\étfjtn;t)):iesr of direct export enterprises (urban area): ::\élfitmazlesr of direct export enterprises (rural area): :?uurr';abfgfga‘g':r?gt 'gxie:tment entelrpr'ses z\lrtLJJrrgllmzrr g;)t?ilr:fit;:ivsestment enterprises (%)
companies) __,__Ratio of direct export enterprises (urban area):  _,,_Ratio of direct export enterprises (rural area): (%) — —?S:t':;r?;crjg;)c,t r'ir;\;]‘:f;’:isnt enterprises _x_?r?.:triglC;frg;rﬁcﬁiinh\/te:;c(?;ent enterprises
12,000 [ nghtaxis right axis 5 o 30 8,000 ¢ ' e 18.7 + 20
2 c—
10,000 (1.7 e a4 A L 25 T
A 6,000 | D e - 15
8,000 - - 20 10.8 A _» 10.3
—p 15.1 i T
6,000 L 15 4,000 r L 10
9.3 = 5.5 =
4,000 % 1Bb4 10 Pl
y G I I 2,000 r _ I I L 5
2,000 -H 3903 5 45h 2,370
2’416 ' 1,208 | | | | | | | | | | | | | | | | | | u L
0 LEL | U L 0 0 S 0
97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16

97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 (FY) (FY)
* "Urban areas” mean the Tokyo metropolitan area (Saitama, Chiba, Tokyo and Kanagawa), the Osaka metropolitan area (Kyoto, Osaka, Hyogo and Nara) and the Nagoya metropolitan area (Gifu, Aichi and Mie).

"Rural areas” mean prefectures other than the above.
* "Ratio of direct investment enterprises” mean the ratio of enterprises which directly invest, in the total number of SMEs located in urban and rural areas.

(Source)  “Basic Survey of Corporate Activities” (Ministry of Economy, Trade and Industry) (rearranged and processed) 36



Globalization (3)
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® As a way to bring in overseas demands, considering inbound tourists, which has been increasing in recent years, is
one of the important opportunities in domestic markets that are expected to shrink.

® Growth rates in rural areas are high in the number of overseas guests who stayed at accommodation facilities.

Number and travel spending of foreign visitors

(Trillion yen)
to Japan
r -5
(million people) 4.5

- 4

L E==1No. of foreign visitors to Japan (left axis) 31.2
—8—Travel spending by foreign visitors to Japan (right axis) 3
i -2
H -1

96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18
(Year)

(Growth rate)

14
12
10

o N B~ OO @

~13.2

Changes in the number of overseas guests who stayed at
accommodation facilities by prefecture (magnification)
(2017/ 2011)

11.3

10.5

7.7

7.4

7.3

7.1

Kagawa

Prefecture Prefecture Prefecture Prefecture Prefecture Prefecture Prefecture Prefecture Prefecture Prefecture

Nara

Saga

Okinawa Wakayama Kagoshima Aomori

Okayama

Gifu

Miyazaki

[Case] Umemori Co., Ltd. (Nara City, Nara Prefecture)

A company which understands the needs of inbound tourists

by providing "experience = intangible consumption.”

Umemori Headquarters (100 employees and 10 million yen in capital)
is @ company which runs a sushi workshop "Umemori Sushi School."

It started the business as a round sushi restaurant in a rural area and
has been providing sushi distribution services. Under the philosophy
"bring happiness to people through eating,” it decided to provide
"experience” of sushi making and launched a sushi school in 2012.

At first, it targeted local residents. The company then focused on
increasing overseas tourists on their way to Todaiji Temple and
changed the main target to overseas tourists.

At the sushi school, overseas
tourists can wear an authentic sushi
chef uniform and experience sushi
making so that they feel like they
are a real sushi master. To
enhance entertaining features, the
managers speak Japanese to create
an atmosphere of authenticity. The
sushi school expanded to 4 facilities
and 300,000 overseas visitors
have participated in 5 years.

Sushi School

(Source) Fig.1: "Trends in the Number of Overseas Visitors in Japan” (Japan National Tourism Organization), "Survey on Trends in the Consumption of Overseas Visitors in Japan” (Japan Tourism Agency),
Fig.2: "Survey on Statistics of Travel Accommodations” (Japan Tourism Agency)
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Expected roles (position in the Small and Medium Enterprises Basic Act)

® [t has been 20 years since 1999, when the Small and Medium Enterprises Basic Act was revised and the image of
SMEs in the 21st century was first developed. That image has not changed considerably.

® However, the expected roles of SMEs have changed as society has changed. It is important for SMEs to
reconsider their position and find their own roles in 21st century society.

Points of revision in the Small and Medium
9. Enterprises Basic Act (1999 revision)

Small and Medium Enterprises Basic Act Small and Medium Enterprises Basic Act (after
(before revision) revision)

Political O “Correction of difference" O Provide training and support for diverse and active SMEs
philosophy (Differences as a result are accepted)
Political goal O Productivity improvement O Promotion of management reform and establishment of
(Sophistication of structure in SMESs) business
O Improvement of business conditions O Strengthening of management platforms
(Correction of disadvantages in business activities) O Streamlining the adaptation to economic and social

environmental changes
(*Voluntary efforts of independent SMEs are assumed)

m Points of revision in the Small and Medium Expected roles of future SMEs

Enterprises Basic Act (1999 revision) (from four viewpoints)

- Image of SMEs in the 21st century - "Roles” of SMEs
Nursery of market competition Role of leading Japan's economy
Innovators _ )

(2)  (Provision of diverse finance and services, formation of new (2)  Role of supporting supply chains

relationships for the division of labor)

3 Role of revitalizing local econom
(3) Providers of attractive working opportunities (3) . v

(4) Developers of local economies and communities (4)  Role of supporting local life and communities

(Source) Fig.1 and 2: Developed by the Small and Medium Enterprise Agency based on the "New Small and Medium-sized Enterprise Basic Act - Outline of Revision and Annotations" (2000), 38
Fig.3: Developed based on the Basic Policy Committee for Small Enterprises by the Small and Medium Enterprise Agency



Expected Roles (leading Japan's economy)

® Research and development to create new finance and services are important under conditions where the decrease of

international competitiveness is concerned.

® SMEs are attractive partners for large enterprises. Supplement the company's management resources through
collaboration with other enterprises and research and development can further enhance competitiveness of SMEs.

m Changes in sales to research and
development expenses

» With this performance, the

6 (%) SMEs (manufacturing) Large enterprises (manufacturing)
SMEs (non-manufacturing) Large enterprises (non-manufacturing) 511
5 [
4 [
3.43
3 b
2 [
1L 0.98
0.70 077
0.2 14
94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16
. . . (FY)
m External partners of enterprises with a capital of
more than 100 million yen .
(%)
80 75.5 712
P >6.7 50.9
50
20 34.2 20
30 : 19.6
20
10 | | 1.8
0 |
Universities, Large SMEs Public External Venture Universities, Others
etc. in Japan enterprises (Excluding research consultants companies and etc. and public
(Excluding external institutions in  and private entrepreneurs research
external consultants Japan research (Excluding institutions
consultants and private institutions external overseas
and private research consultants
research institutions) and private
institutions) research

institutions)

* Companies which responded that they collaborated with other organizations in research activities from
fiscal 2014 to 2016 were asked to answer if they collaborated for each type of organization in "yes” or "no."
(Source)  Fig.1: “Basic Survey of Corporate Activities” (Ministry of Economy, Trade and Industry) (rearranged and processed),

[Case] HCI Co., Ltd. (Izumiotsu City, Osaka Prefecture)

A company which realizes open innovation to solve problems
of large enterprises using a unique technology

» HCI (48 employees and 20 million yen in capital) is a company which
produces and sells cable wire manufacturing devices and provides
robot system Sler services.

» The company had a unique technology of stably twisting extremely
thin cables used for mobile phones.

> Mitsubishi Electric Corporation, a major electric appliance maker, has
been developing a robot system which produces wire harnesses.
Handling of soft cables was difficult, however, and the system
didn't reach the adequate accuracy for practical application.

» HCI, which has been producing a system with a robot of Mitsubishi
Electric, developed a “multiple conductor wire harness auto-
manufacturing robot system” using its own technology and put it
into practice.

relationship between the company
and Mitsubishi Electric became
stronger and they are currently
collaborating to develop a new
system and enhancing
technologies of Al systems.

Wire harness of the company

Fig.2: "2017 Report on Survey on Research and Development by Private Companies” (National Institute of Science and Technology Policy, Ministry of Education, Culture, Sports, Science and Technology)
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Expected Roles (supporting supply chains 1)

® "Manufacturing” is Japan's field of expertise and it largely depends on SMEs which build supply chains.
® Changes in transaction levels in the manufacturing industry in the past 10 years were analyzed.
® No significant changes were seen as a whole.

Fig.1 Levels of transaction structure in m Changes in transaction levels in 2007 and
- manufacturing industry (configuration ratio) 2017
) ) First level transaction Second level transaction Third level transaction B Remained the same (excluding independent type)
B Listed enterprises ) o enterprise _ Der_‘terp”se ) B enterprise OMoved up the level (excluding independent type)
Ertnieyettransaction. - Tfth evey transaction B i Tensaction B independent-type enterprises BMoved down the level (excluding independent type)
(Year) o Non-independent type to independent-type
T BIndependent-type to non-independent type

07 32.61 | 23.47 H 34.13 s mRemained to be independent-type

I n | ] Enterprises which .
08 | maintain independence (Number of companies)

I 22.8%
09 I
10 |
11

I - 1.68°/opt] +2.65°/0Dt]
12
13
14
15
16

4 hd I} Within transaction levels M\
17 30.93 26.12 T 3. 74 T Z mdependent type Enterprises which remain
) 12.5% P in the same level
=20 48.3%
0% 100%
Enterprises which (n=95,121)
moved between levels
16.4% )

* Whether there is transaction relationship or not is decided from suppliers and clients of companies in the manufacturing industry listed in the “Corporate Correlation File.”

* "Listed enterprises” here mean enterprises in the manufacturing industry which are listed on the First Section of the Tokyo Stock Exchange.

* "n transaction enterprises” here mean the number of top enterprises in business relations above listed enterprises.

* "Independent-type enterprises” here mean enterprises in the manufacturing industry which were not categorized between listed enterprises and the 6th level transaction
enterprises.

(Source) Developed by Small and Medium Enterprise Agency based on the “Corporate Information File” and "Corporate Correlation File" (Tokyo Shoko Research) 40



Expected Roles (supporting supply chains 2)

® Changes in financial index in-between 2007 and 2017 were analyzed by type of level change.
® In general, enterprises which changed their position have high performance compared to those which

haven't changed.

Sales comparison (median value) in 6 category types

(1 million yen)

Increased/decreased
377 82007 B2017 amount (2017 - 2007)
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100 r ‘ | \
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= = = = =
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Félf?:;r;r?g I:I}?;/TSV:? Mcé\}isigloevlvn Non-ing%%endent Indepentdoent—type lRemainedto be
(excluding (excluding (excluding to non-independent  independent-type

independent type) independent type) independent type)  independent-type type

m Comparison of operating profit on sales (median value)
in 6 category types
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4 -
3.13:2 3.3
3 | 2.6
2.4 2.3 2.3
2.0 2.0
> | 1.7,
0.9
1 b 3 3
- _I . .3 :

0 = . L !
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tﬁén:a";fe t}?;/?evlé? %Z IeV(()evlvn Non |nty<-_;)%en ent Indepent%ent type Remained to be

¢ (excluding (excluding (excluding to

non-independent ~ Independent-type
independent type) independent type) independent type)

independent-type type

* Fig.1 - 4 : Limited to enterprises whose data is found in 2007 and 2017.

m Comparison of company profit (median value)

in 6 category types

@ i v @200 o201 lncete
60 (56.2 55.4
20 T 40.5
40
30.2 27.5
30 - 23.9 14.8 18.1
20 13.7 14.7 11.0
0.3 8.7
0 |- L |
10 L -0.8 -1.1
Remained Moved up Moved down Non-independent  Independent-type )
the same the level the level type to “Remained to be
(excluding (excluding (excluding non-independent  independent-type

to
independent-type type

m Comparison of labor productivity (median value)
in 6 category types

independent type) independent type) independent type)

(1 million yen) 02007 02017 Increased/decreased

amount (2017 - 2007)
r 3.6
4 3.4 3.4 3.6
—_ . - 3.3
3.0 ] —
3 2.7 2.6 2.7 2.6 2.4
2 +
1.0
1.0 0.7 0.9
1+ .
j — — — — — T — —— p— | — _— — — I
0 | | | | |
Remained Moved up Moved down Non-independent Independent-type .
the same the level the level type to _Remained to be
(excluding (excluding (excluding to non-independent ~ independent-type
independent type) independent type)  independent type) independent-type type

* Fig.4: "Labor productivity” = "Added value + number of employees" "Added value” = "Company profit + depreciation + rent + taxes and public dues + labor costs"

(Source) Developed by Small and Medium Enterprise Agency based on the “Corporate Information File,” "Corporate Correlation File" and "Financial Information File (Tokyo Shoko Research) 4 1



Expected Roles (supporting supply chains 3)

[Case] Saijo Inx Co., Ltd. (Kyoto City, Kyoto Prefecture) [Case] CADDi Inc. (Sumida Ward, Tokyo)

A company which established its position in supply chains by A company which makes complicated budget estimates for

changing from "contract type” to “proposal type”

> Saijo Inx (103 employees and 46 million yen in capital) is a company
which manufactures electric/electronic parts and thin sheet metal
processed products.

> Since its establishment, the company has expanded performance well
with large domestic electric apparatus and parts makers as clients.
However, after a significant fall in orders when the Lehman Shock
occurred, it realized the limitations of the "contract type”
business model, which manufacture by orders from clients.

> While seeking a new business model, the company realized that the
"sample manufacturing” which clients order is an opportunity to know
"new developed products” of the client. It then aimed at shifting to a
"proposal type” business model that manufactures key parts
necessary for the new products.

> There were challenges such as the difficulty of budget estimation and
stock risk. However, the point that the company can decide the price
depending on added value was attractive.

> Developed production systems
such as introducing production
equipment and changed the
business model. As a result,
business opportunities increased,
receiving inquiries from heavy
industry, automobile and power
generator makers with which the
company previously had no
transactions.

e S\ ; Ay
b T X it 5

Fin products, the company's
representative key parts

procurement highly efficient using an innovative ordering
system

CADD:I (30 employees and 190 million yen in capital) is a company
which matches various metal processed products using Al technology.

In general, presidents of small factories are busy with making an
estimate for every order but 80% of orders are lost, which is a
significant burden for them.

The company's system takes metal processing small factories as
partners and build production commission with fixed prices. It
provides appropriate matching of the orderer with a small factory
depending on the needs and takes confirmed orders.

With this system, small factories as partners can be released from
the huge burden of making estimates and acquire stable orders
throughout the year.

At the same time, orderers are introduced the most appropriate
company with the most profitable costs from partner companies.
Then, as prices are fixed, there is no need to obtain competitive
quotes and the most appropriate matching can be done by Al
Therefore, estimates can be presented within a day in principle and in

7 seconds at shortest.
=
dr. \P | 8 r“f\\
P ™S |
) . - Sl

o
pid ol « 03 T
i W upad l I q i i i I ] onfirmed order to =
drawing data the most appropriate
processing company [
Automated i
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L@, - estimate presentation e =]

Structure of CADDi
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Expected Roles (revitalizing local economy)

® Effective use of "local resources" is expected to revitalize local economy.

® However, under a changing economic environment and industrial structure, the number of enterprises and
shipping amount of "local industries” using local resources are decreasing in many fields.

Number of production companies in local
representative industry (commodity)
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(Source) “Census of Manufactures” (Ministry of Economy, Trade and Industry) (rearranged and processed) 43
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Expected Roles (revitalizing local economy)

® Itis important to expand sales routes including overseas and develop products that matches the needs of the

market in order to maintain and develop local produce.

[Case] Takazawa Shoten Co., Ltd.
(Nanao City, Ishikawa Prefecture)

A company that is targeting overseas development using
advantages of local produce

» Takazawa Shoten (27 employees and 10 million yen in capital) is a
company which manufactures Buddhist service items such as
Japanese candles and incense.

» The company has expanded its operation capacity during the high
economic growth period and maintained the top share in Japanese
candles in Japan to date.

» However, the president, concerned about the risk of long-term
decreasing demand for Japanese candles as the population in Japan
has been falling, has sought new growth opportunities for Japanese
candles.

» He received a request to participate in a trade fair in Paris from the
Ishikawa Prefectural government and decided to sell products
overseas to find out the value of Japanese candles.

» As a result, he discovered that Japanese candles which are made from
plant-based ingredients are highly valued internationally and felt
assured of the potential of entering overseas markets.

» "Japanese Candle Nanao,” which is designhed to appeal the
image of using plant-based ingredients, was developed as a new
product to satisfy overseas needs and the company is expanding
overseas sales routes.

Japanese candles of the company

[Case] Community Trading Company Yamaguchi Co., Ltd.

(Shimonoseki City, Yamaguchi Prefecture)

A community trading company established by a local bank
which supports sales route expansion of local products

Community Trading Company Yamaguchi (9 employees and 50 million
yen in capital) is a company which was established based on the
comprehensive partnership agreement on regional revitalization led by
Yamaguchi Prefecture and Yamaguchi Financial Group.

The company owns general trading functions which contribute to the
sales route expansion of products in the prefecture and provides
guidance on quality management and marketing support. It
provides generous support for local product makers which are striving
for sales route expansion.

The company purchases all of the carefully selected products in
the prefecture as "Yamaguchi 3-Star Selections" and sells them
in the metropolitan area.

The product candidates for "Yamaguchi 3-Star Selections” are chosen
from the public by Yamaguchi Prefecture and decided by judges
including buyers from the metropolitan area from the viewpoint of
“care and story behind the product and the use of ingredients made in
Yamaguchi Prefecture."

When a product was approved as a product development candidate,
two thirds of the research and development expenses are
subsidized by the prefecture with a limit of 1.5 million yen per
company to develop the product in cooperation with the
company and a maker.

At present, 16 companies and 34 items are sold as "Yamaguchi 3-Star
Selections."
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Expected Roles (supporting local life and communities)

® As the population decreases, it is urgently important to maintain the living community in depopulated areas.

® It is necessary to create a more efficient system and encourage efforts of local residents.

[Case] Cosmos Berry's Co., Ltd.
(Nagoya City, Aichi Prefecture)

A company which promotes new network management
(local platform) by local retail and service enterprises

Cosmos Berry's (73 employees and 100 million yen in capital) is a
company which promotes new network management by local small
and medium retail and service enterprises.

Retail and service industries are business models which tend to
depend on local demands. However, there is a concern over local
demands especially in rural areas due to the decreasing birthrate and
aging of the population and depopulation.

Under these environmental changes, the company proposed "format
store” as a new model of community-based small and medium retail
and service industries.

This model builds a collaborative relationship (local platform),
not a contractor-subcontractor relationship, through the
horizontal division of labor between several different industries
in the area with a member as a leader.

Specifically, it is a model whereby the company receives notice of a
need by a customer and then introduces a partner company that can
fulfill that need. It is a one-stop system in which local residents can
solve issues in life at the first place of inquiry and partner
companies can share customers’ needs between them to
identify demands.

This system has been spreading nationwide since 2014, and there are
5 cases in Yamagata, Chiba, Nagano, Kagawa and Fukuoka
prefectures as of the end of February 2019.

[Case] Limited Liability Company Aba Village

(Tsuyama City, Okayama Prefecture)

A company which was established by local residents to
protect their livelihood.

Aba Village (181 employees and 5.27 million yen in capital) is a
company which was established by local residents and operates a
shop handling a gas station and daily commodities for residents.

In Aba Village, which was merged into Tsuyama City due to
depopulation, local infrastructures continued to close one after
another and a gas station which was needed by residents also had to
shutdown.

The autonomous committee comprising residents formed a policy of
establishing and managing the gas station by residents and the
company was established in 2014.

The company has operated not only a gas station but a delivery-type
supermarket in cooperation with Tsuyama Industry Support Center
through partnership with a local supermarket for people who have
difficultly in going shopping.

The support period of the center will end in March 2019. Therefore, to
maintain people's livelihood, the company took over the project as a
mobile supermarket after reviewing the profitability.

Products are sold at prices 20% - 30% more expensive than normal
prices in this model. However, there is a considerable advantage for
the elderly who cannot use a car, and this model change was
implemented with the consent of local residents. It plays an
important role as a foundation of local infrastructure.
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Recognizing risks of natural disasters

® More than half of enterprises do not recognize risks posed by of natural disasters to their companies.

® Hazard map is an effective tool to understand risks, but the number of enterprises which have checked risks remains
less than half the total even if the company faces risk of damage by disasters.

Status of understanding the company's risks of

Fig.1 .
natural disasters by number of employees
LU LU
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- o understand risks immediately.
Sl-eololg : 34.2 |7 & IR XN RRRRR = [ Would like to investigate and
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Status of checking the hazard map by inundation risk
category of the company on the hazard map
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Over Om and below 0.5m
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Over 1.0 and below 2.0m

Over 2.0m
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‘
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(Source) “Survey on Disaster Measures of SMEs,” "Survey on Disaster Measures of Small Enterprises”
(Mitsubishi UFJ Research and Consulting Co., Ltd.)

[Case] Ikechanchi Dream Care Co., Ltd.

(Yaizu City, Shizuoka Prefecture)

A company which strives for ensuring the safety of
users and employees through the relocation of
businesses on the heights based on the hazard map.

Ikechanchi Dream Care (40 employees and 4 million yen in
capital) is a company which runs 17 care facilities.

After seeing the tsunami damages from The Great East Japan
Earthquake, the company worried about its disaster prevention
system and started to take measures in advance.

While doing this, the company checked the hazard map of
the area of company location and found that one of the
facilities in Yaizu City is in an assumed tsunami and
inundation disaster area.

The company thought that it
was necessary to relocate
part of their facilities to high
ground to ensure the safety of
users and employees in case
of a disaster and to continue
the business.

The company increased the
number of suppliers to provide
services for users who are
unable to move without having
to evacuate when a disaster
occurs.

Facility which was relocated
and built on a hill
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Disaster prevention and reduction measure 1

® The more a company takes disaster prevention and reduction measures, the shorter it takes to recover sales.

. The period it took to recover the fallen sales to the
(<% B8 original level by presence of preparation for natural
disasters before a disaster happened

Within DLonger than

De months 6 months Bl Haven't recovered to the original level

Have prepared for natural
disasters before damage 53.3 38.9 7.8

Hadn't prepared for
natural disasters 41.7 39.5 18.8

before damage

0% 100%

(Note) Calculated for enterprises with 21 employees or more.

Source: “Survey on Disaster Measures of SMEs,” "Survey on Disaster Measures of Small Enterprises"
(Mitsubishi UF] Research and Consulting Co., Ltd.)

[Case] Marutaya Florist (Gero City, Gifu Prefecture)

A business which has started with a small disaster
prevention measure through the lessons learned from
disaster experience

» Marutaya Florist (4 employees, a private company) is a florist which

has 2 shops managed by two generations.

» The florist took measures against disaster prevention after one of the

shops was heavily damaged due to the flood of Hida River caused by
the 1999 Typhoon No. 16.

> More specifically, the shop entrance was raised, automatic doors were

installed to enhance the sealing degree of the entrance, a deodorizing
ventilator was installed, and repositioning of cables and outlets of
main electrical equipment was undertaken.

> A flood disaster was caused by torrential rains in July 2018, and the

products on the shop floor were damaged. However, products in the
refrigerator for fresh flowers were not damaged as they were
above the flood level and the main electrical equipment
sustained no defects.

> As a result, on the following day of the disaster, the shop was

opened and continued operation although it required cleaning up.

Electrical equipment
placed in upper area

Refrigerator for
fresh flowers

Exterior of the shop
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Disaster prevention and reduction measure 2

® Efforts for the disaster prevention and reduction measures are not sufficient in many small-scale

enterprises.

® The largest number of enterprises said the reason was that they "didn't know where to start."

. Percentage of enterprises which are working
Fig.1 er : -
on specific preparations for natural disasters
(1) More than 20 employees

[ Working on it [ No efforts are being made

(%)

(2) 20 employees or less

78.1

Reasons for not working on preparations for
natural disasters
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(2) 20 employees or less
(%)
r 43.1
17.6 17.3
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1 |
Don't know Labor 1t feels Importance Not required It is OK to consider
where to shortage complicated and effects by laws and when a disaster
start. and the of efforts is regulations. occurs.
hurdle is unclear.
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( Source) “Survey on Disaster Measures of SMEs,” "Survey on Disaster Measures of Small Enterprises"

(Mitsubishi UFJ Research and Consulting Co., Ltd.)

* The total of answers does not necessarily become 100% because multiple
replies were allowed.

* Items with more than 10% response rate excluding "others” and "no 48
specific reasons” are derived.



Formulation of BCP 1

® The formulation rate of Business Continuity Plan (BCP) is less than 10% as a whole, and there is room for

further efforts.

® As encouragement by clients can push BCP formulations, a certain level of support is required for clients.

Status of BCP formulation by number of employees

Have g [DHeard of the name but haven't formulated. EJHaven't heard of it nor formulated.
Whole E 8.91 46.8 A 44.3
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0%

(1) More than 20 employees -

encouragement in subcontractor companies

100%

Status of BCP formulation by presence of clients’

DO Have formulated. [Haven't formulated.

BCP formulation is requested by direct clients. 67.7 I 32.3 j
BCP formulation is not requested by direct clients. g 5§ 91.5
\
0% 100%
(2) 20 employees or less
BCP formulation is requested by direct clients. 25.0 I 75.0
BCP formulation is not requested by direct clients.2 .3 97.7
\ j
0% 100%

Note) 1. Calculated for responses "a subcontractor” for the position in supply chains of major businesses.
2. Responses on BCP "we know the name but we have not formulated” or "we haven't heard of the name nor formulated” are calculated as "businesses which have not formulated."

m Reasons for BCP formulation
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A

More than 20
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52.9

10.1

Recommended by
administration.

Own experience of

Recommended by p
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News on disasters in

Japan

Recommended by
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* The total of answers does not necessarily become 100% because multiple replies were allowed.
* The top 5 items with higher response rate excluding "no specific reasons” and "others” are shown.

m Subcontractor company expectations on disaster

prevention measures for clients

(%)
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(Source) “Survey on Disaster Measures of SMEs,” "Survey on Disaster Measures of Small Enterprises" (Mitsubishi UFJ Research and Consulting Co., Ltd.)

Introduction of
alternative
production sites
when the company
is damaged by a
disaster.

Holding seminars

and support for BCP

formulation such a
sending experts.

S
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Formulation of BCP 2

® Cooperation of related parties such as large enterprises and financial institutions is effective for the

promotion of BCP.
[Case] Nabtesco Co., Ltd. (Chiyoda Ward, Tokyo)

A large enterprise which strengthens the company's business
continuity through strengthening clients’ business continuity

> Nabtesco is a large enterprise which manufactures final products such
as brake systems for railway vehicles and door opening/closing
devices.

» As a result of checking whether BCP is formulated in 400 important
suppliers, 300 suppliers have not formulated it. The company started
initiatives to encourage clients to take in-advance measures to
strengthen business continuity.

> It also signed partnership with prefectures where suppliers are located.
The company encouraged suppliers to participate in BCP promotion
seminars held by each prefecture and then held a BCP formulation
course to support the formulation in each company.

» It is now strengthening the entire supply chain and its business
continuity at emergencies.

BCP. Promotion BERPNemmuaton!
Seminar

[
(Osaka/Kobe/Gifu/Iwakuni District) Kobe/Gifu/iwal

Individtal stupport >

(All'’companies)

Completion of BCP formulation
Evaluation of effectiveness of
business continuity

Cooperation with municipalities
[Win-Win strategy]
(Osaka/Hyogo/Mie/Gifu/Iwakuni...)

Develop in order of priority companies
(Gifu/Kobe/Iwakuni)

Purpose: To ensure effectiveness in line
with the state of the site
Goal: BCP formulation rate
(more than 90%)

Purpose: To encourage BCP formulation
action
Goal: To increase the number of participating
enterprises (mobilization capability)

Purpose: To learn how to implement BCP
Goal: Completion of BCP outline

(1) Development of BCP buyer human
resources (2019)
= Strengthening of supplier support and
acceleration
(2) Request for challenges to resilience
certification
= Focusing on support for active

enterprises

Purpose: 100 companies take the course
Purpose: 300 companies (before 2020) (2018)
Result: Osaka: 30, Kobe: 60, Gifu: 20, Result: 120 companies took the course
Iwakuni: 40, Tokyo:20 (before 2018)
170 companies in total (2018) Rate of initiating formulation 40% (as of
the end of 2018)

[Case] Kiyo Bank Co., Ltd, Kiyo Lease and Capital Co., Ltd.
(Wakayama City, Wakayama Prefecture)

A local bank which strengthens business continuity of local
enterprises

» Kiyo Bank is a financial institution which is operated mainly in

Wakayama and Osaka prefectures. Kiyo Lease Capital is a lease and
investment/consulting company with Kiyo Bank as the parent body.

> It is said that Wakayama Prefecture is highly likely to suffer

tremendous damage from the Nankai Trough Earthquake. A
questionnaire survey was conducted for suppliers who sell services to
main clients of the bank, which showed that more than 70% of the
suppliers have not formulated a BCP plan.

» The bank provided education to 3 instructors and 15 staffs who

have deep knowledge on the latest trends of BCP and are able to
provide guidance on BCP formulation and training.

» Besides consulting for BCP promotion seminars and BCP formulation,

they provided simulator training for enterprises to enhance the
effectiveness of BCP after its formulation.

» This has led to the strengthening of the local foundation of the

bank through support for the effective BCP formulation and fixation of
local enterprises.
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Disaster insurance 1

® Many SMEs purchase liability insurance and fire mutual aid, which contributes to the recovery and restoration when

a disaster occurs through prompt funding.

m Rate of purchasing a liability insurance and fire mutual aid

(1) More than 20 employees

(2) 20 employees or less

DPurchased a
liability insurance

DPurchased a
fire mutual aid
=<

Not purchased
any insurance

[ODon’t know if the
company purchased
an insurance.

(Note) If SMEs purchased both a liability insurance and fire mutual aid, one with a compensation
as a main role is used as a response.

m Reasons for liability insurance and fire mutual aid
being useful by number of employees
(%)

20 or less
uemployees

21-50
employees

51 -100

101 - 300
employees 8

57.4
60 54,8 266 56.6 employees

50 r

40

20 5.4

1
13.013.512.9

30 ||

Payment of liability The staff was The business was The company The method of

insurance and fire helpful. able to continue with received a liability insurance claim was
mutual aid claims was the restoration amount which was easy to understand.
prompt. funds. acknowledged in

advance.

* The total of answers does not necessarily become 100% because multiple replies were allowed.

[Case] Maiya Co., Ltd.

(Ofunato City, Iwate Prefecture)

A company that secured funds necessary for business

continuity using earthquake insurance

Maiya (1,100 employees and 50 million yen in capital) is a
grocery supermarket with 18 stores in the whole group and 16
stores within the prefecture.

It lost 6 stores and 2 management and sales headquarters in
the Great East Japan Earthquake and the financial damage
reached was about 1.6 billion yen.

However, the company had purchased an earthquake insurance
in advance from the lesson learned in the previous earthquake
damage, and received 400 million yen as a liability claim.

The company was able to continue business with most
suppliers as it has gained credit by securing sufficient
funds as well as overdraft agreements equivalent to purchases
for around a month, which were made in advance with several
financial institutions.

Store front sales at Ofunato
Interchange branch

Damage state of
Takada branch

(Source) “Survey on Disaster Measures of SMEs,” "Survey on Disaster Measures of Small Enterprises" (Mitsubishi UFJ Research and Consulting Co., Ltd.)
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Disaster insurance 2

® On the other hand, more than half of companies purchased insurance without or only part of flood damage

compensation.

® [t is necessary to encourage the purchase of insurance with coverage that accommodate risks which would

contribute to the recovery of the business.

Breakdown of liability insurance and fire mutual aid purchased

(1) More than 20 employees

(2) 20 employees or less

Covering flood damages
with a full compensation.

Covering flood damages

B Not covering
flood damages,

with partial compensation.

[ Don’t know

*Companies which purchased a liability insurance or a fire mutual
aid which covers natural disasters are calculated.

Contribution level to business restoration by compensation for
g flood damages in liability insurance and fire mutual aid purchased

Ouseful Osii Bw. t ful o
(1) More than 20 employees sefu Slightly useful as not very usefu Was not useful at all
Product covering flood damages with a full compensation 81.0 |8.0k&6 4l4
Product covering flood damages with partial compensation 64.6 | 15.2
Product not covering flood damages 39.6 I 26.4 E, T d 3
)
(2) 20 employees or less 0% 100%
Product covering flood damages with a full compensation 74.9 | 11-8
Product covering flood damages with partial compensation 55.8 | 26.6
Product not covering flood damages‘ E 18.2 I 19.0 E | : | : | : | : | : | :4'313' : . : . : . : . : . :
J

[Case] Yasunaga Co., Ltd.

(Yanagawa City, Fukuoka Prefecture)

A company which succeeded in early restoration after a
disaster because it changed the insurance that covers

flood damages after BCP formulation.

> Yasunaga (54 employees and 38.5 million yen in capital) is a

company which provides general sheet metal processing and
steel plate cutting services.

It formulated a BCP in 2012 upon request of main clients.
When the company considered storm and flood damages, it
found out that its liability insurance does not cover flood
damages.

It was soon after the company had renewed the contract, but it
immediately added flood damage compensation as it knew
the importance of the insurance.

» The following month,

torrential rain hit Northern
Kyushu in July 2012.
Devastating damage was
incurred on factories and
machines by the floods, but
the business was smoothly
recovered after receiving a
liability benefit of 170 million
yen.

State of flood

* Data was calculated for companies which responded that the business was damaged by either of "Torrential Rain in Western Japan in July 2018 (The Heavy Rain Event of July 2018),” "Torrential Rain in Northern
Kyushu and Typhoon No. 3 in June and July 2017,” Typhoon No. 7, 11, 9 and 10, etc. in August and September, 2016” or "Typhoon No. 18 in September 2015."

Source: “Survey on Disaster Measures of SMEs,” "Survey on Disaster Measures of Small Enterprises" (Mitsubishi UFJ Research and Consulting Co., Ltd.)



Small and Medium-sized Enterprises Business Enhancement Act
(Act Revising Part of the Small and Medium-sized Enterprises Business Enhancement Act to
contribute to the continuity of business activities of SMEs)

® The bill on Small and Medium-sized Enterprises Business Enhancement Act was submitted to the ordinary
session of the Diet in order to enhance the disaster response capability of SMEs and it was enacted on May 29.
Preparations have been made to put it into effect this summer.

(1) Strengthening of disaster prevention and reduction measures of SMEs
(revision of the Small and Medium-sized Enterprises Business Enhancement Act)

(1) Formulation of basic policies by the government [Plan approval scheme]
1) In-advance measures taken by SMEs

Minister of Economy, Trade and Industry/Basic policies

2) Expected cooperation of related parties* surrounding SMEs

{} Submission of basic policies

(2) Approval of the plan on disaster prevention and reduction measures by the Ministry of SMEs

Economy, Trade and Industry Business Continuity Enhancement Plan
Cooperative Business Continuity
Enhancement Plan

1) "Business Continuity Enhancement Plan” implemented by SMEs independently
2) "Cooperative Business Continuity Enhancement Plan” implemented through S“pportf ‘submission c°operami v

cooperation between several SMEs
Minister of Economy, Related parties

de and Ind
(3) Support measures for efforts based on the approval plan Trade and Industry

Adding the quota for Promotion and education
1) Tax benefits (establishment of tax benefits for disaster prevention and reduction credit guarantee Supervision and advice
X Low-interest loans Setting insurance
equipment) Tax benefits for disaster premiums
.. . . prevention and reduction depending on risks, etc.
2) Priority adoption of subsidies equipment
. . . . Priority adoption of
3) Financial support (credit guarantee, low-interest loans, etc.) subsidies, etc.

(4) Cooperation between the national government, local government and related parties (regulations on making efforts).

(2) Strengthening of support system by chambers of commerce and industry and commerce and industry
associations (revision of the Small-Scale Enterprises Support Act)

® Promotion and clarification of initial disaster responses as duties of chambers of commerce and industry and commerce and industry associations
(formulated as "support plans.”)
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Small and Medium-sized Enterprises Business Enhancement Act

Support measures for the promotion of disaster prevention and reduction measures
(taxes, financial measures, subsidies)

® Those who received approval of the Cooperative Business Continuity Enhancement Plan were provided tax benefits
and financial support as well as receiving privilege in the adoption of subsidies.

Tax benefits Financial support Subsidies, etc.

O Tax system for the promotion of
investment in disaster prevention
and reduction of SMEs

Special depreciation (20%) for capital
investment of SMEs and small enterprises who
received approval of the Cooperative Business
Continuity Enhancement Plan

[Equipment covered]

Disaster prevention and reduction equipment
necessary to improve in-advance measures

[Specific examples]

v' Machinery
(more than 1 million yen)
:Power generator, drainage pumps, etc.

v Appliances and fixtures
(more than 300,000 yen)
: seismic-control racks, satellite phones,
etc.

v Building accessories
(more than 600,000 yen)
:Waterstop board, fire prevention
shutters, smoke exhaust equipment, etc.

O Credit guarantee

Adding a separate quota for credit
guarantee in the fidelity insurance of
SMEs and small enterprises who received
approval of the Cooperative Business
Continuity Enhancement Plan.

O Japan Finance Corporation,
expansion of BCP loans

Decrease the interest of loan for funds for
equipment on the land of a business
located in an area which requires
measures against tsunami, floods and
landslide damages.

In addition, the interest of loan for funds is
decreased from the standard interest for the
disaster prevention equipment of SMEs
and small enterprises who received approval
of the Cooperative Business Continuity
Enhancement Plan.

O Privilege in the adoption of
subsidies

Measures have been considered in which
SMEs and small enterprises who received
approval of the Cooperative Business
Continuity Enhancement Plan can receive
added points for the adoption of
subsidies.

O Subsidy for the installation of a
private power generation
equipment

In order to secure a system to prevent the
suspension of business in SMEs and small
enterprises in advance in case of power
outage caused by a large-scale disaster,
part of expenses required for the
installation of a power generator, etc. is
subsidized.
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