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About White Paper on Small and Medium Enterprises

Annual Report Based on Article 11 of the Small and Medium-sized Enterprise Basic Act (Statutory

White Paper)

It is obliged to compile a report on the developments related to SMEs based on opinions of the Council
for Small and Medium Enterprise Policy and submit it to the Diet every year.

This is the 54th annual report after the enactment of the Small and Medium-sized Enterprise Basic Act.

Small and Medium-sized Enterprise
Basic Act (extract)

(Annual Report, etc.)

Article 11 (1) The Government must submit a
report on the developments related to small
and medium-sized enterprises and measures it
has taken therefor to the Diet every year.

(2) The Government must prepare a document
clarifying measures it intends to take in
consideration of the developments related to
small and medium-sized enterprises compiled
in the report referred to in the preceding
paragraph, based on opinions of the Council
for Small and Medium Enterprise Policy and

Definitions under the Small and Medium-sized Enterprise Basic Act
and the Number of Enterprises and Employees

submit it to the Diet every year.

Medium enterprises:
Approx. 0.557 million

Approx. 3.809 million
99.7%

SMEs: v

SMEs Small enterprises
Business type Stated capital or number of employee  |Number of employees
Manufacturing
industry and 300 million yen or less 300 or fewer 20 or fewer
others
Wh(_)lesale e 100 million yen or less 100 or fewer 5 or fewer
industry
Service industry [ 50 million yen or less 100 or fewer 5 or fewer
R.Eta” UL 50 million yen or less 50 or fewer 5 or fewer
industry
|—
Large Number of Number of
enterprises: .
Approx. 0.011 enterprises employees
y R
.0 /0 R -
Largg 0.011 million | 14.33 million
enterprises
. SMEs 3.809 million | 33.61 million
Small enterprises:
Approx. 3.252 million I
85.1% small * 5 555 million | 11.27 million
enterprises

[Remarks] “2014 Economic Census for Business Frame” (rearranged and processed)




Outline of FY2016 Developments among SMEs (i)

While SME business conditions are slowly improving, there are ongoing structural challenges
including stagnant business entries, slackening productivity, the aging of managers and growing
labor shortages.

Important under such situation is a lifecycle in which innovation takes place through business
entries, existing enterprises pursue growth, and projects and business resources (including
withdrawing enterprises) are smoothly taken over by the next generation. Labor shortages
common to all life stages and other challenges are analyzed.

SME Lifecycle (image)

Business succession

Business entries s SRR Business exit
development IM&A
Innovation sources
Start-up stage Growth stage Maturity stage

Human resources (a challenge common to all life stages)



Outline of FY2016 Developments among SMEs (i)
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[Analysis of the Current Status 1-1] Current Status of SMEs and Micro Enterprises (i)

e Ordinary profits of SMEs have remained at record-high levels and their business confidence has
been improving.
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Fig, 2: “TANKAN (Short-Term Economic Survey of Enterprises in Japan)” (Bank of Japan) and “Survey
Fig. 1: “Financial Statements Statistics of Corporations by Industry (quarterly report)” (Ministry of Finance) of SME Business Conditions” (Small and Medium Enterprise Agency and Organization for Small
(Note) Large enterprises here are enterprises whose stated capital is 1 billion yen or more and SMEs are & Medium Enterprises and Regional Innovation, JAPAN) o
those whose stated capital is 10 million yen or more but less than 100 million yen. (Note) Large enterprises in TANKAN refer to those whose stated capital is 1 billion yen or more, and

SMEs are those whose stated capital is 20 million yen or more but less than 100 millionyen. 4



[Analysis of the Current Status 1-2] Current Status of SMEs and Micro Enterprises (ii)

e  SME sales and productivity have been slackening
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Fig. 1: “Financial Statements Statistics of Corporations by Industry (quarterly report)” (Ministry of Finance) ~ Fig. 1: “Financial Statements Statistics of Corporations by Industry (annually)” (Ministry of Finance)
(Note) Large enterprises here are enterprises whose stated capital is 1 billion yen or more and SMEs are  (Note) Large enterprises here are enterprises whose stated capital is 1 billion yen or more, SMEs are
those whose stated capital is 10 million yen or more but less than 100 million yen. those whose stated capital is 10 million yen or more but less than 100 million yen and small5
enterprises are those whose stated capital is less than 10 million yen.



[Analysis of the Current Status 1-3]

Current Status of SMEs and Micro Enterprises (iii) - Business Practice Improvement Initiative -

* Ordinary profits of large enterprises have greatly improved, increasing their profitability margin over
SMEs.

« To improve such situation, an initiative is being promoted to stabilize and spread appropriate
transactions between subcontractor SMEs and their larger contractors to pave the way for SMEs to
raise wages.

Changes in Ordinary Profits Business Practice Improvement Initiative (Seko Plan)
(rillions of yen, fourth-quarter SMEs Large enterprises G) Clarification and strict implementation of cross-sectoral rules )

backward moving average) N ) ! N )
* Increasing the number of violation cases from 66 to 141 by including

? “inappropriate cost-cutting activities” and “passing die storage costs to
subcontractors”

10 Fommmmmmm oo o4 « Adding “cooperation in improving productivity” and other practices to
desirable business practices for larger contractors and their subcontractors

g M___ mw * Larger contractors should make payments to their subcontractors in cash
as much as possible and implement other measures to take leadership in
improving business practices.

6

(ii) Development of voluntary action plans by sector, etc.

« Of sectors that have developed subcontracting guidelines, the automobile
industry and some other large enterprises were requested to develop and
steadily implement voluntary action plans to improve business practices
and increase added value. A follow-up to the request has been conducted.
At the end of March 2017, 21 groups in eight sectors had developed
such plans.

(iif) On-site inspection by business practice investigators
(Subcontracting Supervising Inspectors)

(Years and quarters) » Subcontracting Supervising Inspectors have been deployed to hold more
than 2,000 interviews with subcontractor SMEs annually and use the data
from the interviews to improve business practices.

Fig. 1: “Financial Statements Statistics of Corporations by Industry (quarterly report)” (Ministry of Finance) \ )

(Note) Large enterprises here are enterprises whose stated capital is 1 billion yen or more and SMEs are those
whose stated capital is 10 million yen or more but less than 100 million yen.



[Analysis of the Current Status 2-1]1SME Lifecycle and Productivity (i)
(Changes in the number of enterprises from business entries and business exits)

The total number of enterprises has followed a downward trend, decreasing by 390,000 from

2009 to 2014. Small-sized business exits represent a large portion of this decline.

This means a decreasing trend for small enterprises and an increasing trend for medium
enterprises.

Fig. 1

(million enterprises)
6 —
55 -
5 |-
4.5 r
4 |-
3.5
3 .
2.5
2 |-
1.5 -
1 |-
0.5

0

Figs. 1-3: “Economic Census,” “Economic Census for Business Activity” and “Establishment and Enterprise Census” (Ministry of Internal Affairs and Communications) (rearranged and processed)
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(Note) Enterprises that maintained their sizes unchanged include about 110,000 enterprises that failed to be identified in 2009

and were identified in 2014 due to enterprise split-ups and the improvement of statistical precision and exclude 40,000
enterprises that were identified in 2009 and could no longer be identified in 2014 due to mergers, etc.



[Analysis of the Current Status 2-2]
(Changes in the number of employees from business entry and exit)

 While the overall number of employees remained basically unchanged from 2009 to 2014,
employees at medium enterprises increased. Particularly, medium-sized business entries represent
a significant contribution to the increase.

» The number of employees per enterprise increased particularly for medium enterprises.
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Figs. 1-3: “Economic Census,” “Economic Census for Business Activity” and “Establishment and Enterprise Census” (Ministry of Internal Affairs and Communications) (rearranged and processed)



[Analysis of the Current Status 2-3]

SME L.ifecycle and Productivity (iii) (Business entry and exit rates by sector in FY2015)
» The status of business entries and exists differs from sector to sector.
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Remarks: “Annual Report on Employment Insurance Services” (Ministry of Health, Labour and Welfare)
(Notes) 1. The business entry rate in the Annual Report on Employment Insurance Services is computed by dividing the number of business establishments where employment relationships were established in a fiscal year by the number of business establishments adopting employment

insurance at the end of the previous year.
2. The business exit rate in the Annual Report on Employment Insurance Services is computed by dividing the number of business closings where employment relationships were closed in a fiscal year by the number of business closings adopting employment insurance at the end 9

of the previous year.



[Analysis of the Current Status 2-4]
SME L.ifecycle and Productivity (iv) (Current status of business exits)

As SME managers are aging, the number of business exits has hit a record high,
despite a decline in the number of bankruptcies.
Enterprises with managers aged 60 or more and 80 or more hit their respective record-

Fig

high shares of closed enterprises.
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Fig.1: “COSMOS2 (corporate information file)” (Teikoku Databank, Ltd.) (rearranged and processed)

(Note) The mode value is the value that occurs most frequently.
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Figs. 2-3: “2016 Business Exit Trend Survey” (Tokyo Shoko Research)
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[Analysis of the Current Status 2-5]
SME L.ifecycle and Productivity (v) (Relationship between Lifecycle and Productivity (i))

» Influences of each lifecycle element’s trend on SME productivity are analyzed.

 While start-up enterprises have boosted productivity, the latest productivity-boosting effect has declined.
Existing enterprises with high productivity have been expanding their share and thus pushing up overall
productivity. On the other hand, a decline in existing enterprises’ productivity, and bankruptcies and exits of
enterprises with high productivity have pushed down overall productivity.

Breakdown of productivity changes by element

Business change Business exit —— Bankruptcy = ; —
%) effect = rect effect New entry effect | Entry of high-productivity
istributi enterprises
15 Redistribution = Internal effect —e— Total P
effect
1 O [ L EXpanSion Of high-productivity

e —————— D enterprises’ market share
0.5

05 | e T —
: Decline in existing
/

. enterprises’ productivity

> P ———
-05 / Bankruptcy of high-
productivity enterprises
10 | A0 i
Exit of high-productivity

-15 enterprises

2003-2007 2007-2009 20092013 (vear)

Fig. 1: “FY2016 Analysis of Corporate Metabolism for SMEs” under contract from the Small and Medium Enterprise Agency (Research Institute of Economy, Trade and Industry, December 2016)
(Notes) 1. Productivity here refers to total factor productivity, which indicates how overall value added changes when labor and capital change.

2. The business change effect refers to the overall productivity boosting or reducing effect of enterprises’ business changes.

3. Used here are financial data of customer SMEs that the CRD (Credit Risk Database) Association received from its members (credit guarantee associations and financial institutions).



[Analysis of the Current Status 2-6]
SME L.ifecycle and Productivity (vi) (Relationship between Lifecycle and Productivity (ii))

»  Approx. 50% of start-up enterprises have raised SME productivity overall.
»  The trend of raising productivity has recently declined due to a drop in high-productivity start-up enterprises.

Breakdown of new entry effect Distribution of new entry enterprises (2009-2013)
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Fig. 1-2: “FY2016 Analysis of Corporate Metabolism for SMEs” under contract from the Small and Medium Enterprise Agency (Research Institute of Economy, Trade and Industry, December 2016)
(Notes) 1. Productivity here refers to total factor productivity, which indicates how overall value added changes when labor and capital change.
2. The business entry rate here refers to start-up enterprises’ share of the total number of enterprises.



[Analysis of the Current Status 2-7]

SME L.ifecycle and Productivity (vii) (Relationship between Lifecycle and Productivity (iii))

Some 50% of closed enterprises have pushed down productivity. Half of closed enterprises, excluding those
attributable to mergers and acquisitions and moving overseas, have substantially pushed down productivity.

Such enterprises feature fewer employees and sales and higher profits than existing enterprises. The share of
enterprises that have determined successors to owners is relatively small for closed enterprises, indicating it is
Important to reduce business exits resulting from successor shortages.

Breakdown of business exit effect
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3 Positive business exit effect
C— Negative business exit effect (ii)

Share of the total
number of closed
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e TP growth

Share of the total
number of closed

) enterprises
— enterprises L 18.9%
- 54.8%
- 44.6%
- 50.3%
\~
_\ - 08%
2003-2007 2009-2013

Fig. 1-3: “FY2016 Analysis of Corporate Metabolism for SMEs” under contract from the Small and
Medium Enterprise Agency (Research Institute of Economy, Trade and Industry, December 2016)

(Note) Productivity here refers to total factor productivity, which indicates how overall value added
changes when labor and capital change.

Distribution of closed enterprises (2009-2013)
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Fig. 3

Average characteristics of closed enterprises
(business performance indicators)

Closed enterprises Closed enterprises (Reference) Closed enterprises
(Negative (i) (Negative (ii)) Existing (pushing up)
50.3% 0.8% enterprises 48.9%
Number of employees 6.4 94.5 11.2 8.7
Sales 0.19 billion yen | 6.59 billion yen |0.34 billion yen |0.09 billion yen
Sales growth 0.55% 3.54% 1.4% -3.8%
Ordinary profit margin 3.93% 4.95% 1.9% -1.1%
Fixed asset growth 1.0% 8.0% 3.9% -0.5%
Share for enterprises
that determined 42% 41.7% 45% 40.8%
SUCCESSOrs to owners




[Analysis of the Current Status 3-1]
Current Status of the SME Employment Environment and Labor Shortages (i)

« SMEs have increasingly perceived labor shortages, especially concerning the high ratio of job offers to
applicants. Particularly, the number of employees has been decreasing at smaller-sized SMEs. The background
factors of such situation are job and wage gaps.

Changes in Employee Overcapacity and Insufficiency DI Gap between job offers and applicants by job type
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Fig. 1 “Survey of SME Business Conditions” (SME Support, Japan, Small and Medium Enterprise Agency)

Changes in the number of employees by employment size

(10,000 employees)

Fig. 3: “General Public Employment Placement Conditions” (Ministry of Health, Labour and Welfare)

(Notes) 1. Excluding “agriculture/forestry/fisheries jobs” and “unclassifiable jobs”
2. “Nursing care jobs” cover “welfare facility instruction specialists,” “other social welfare specialists,” “domestic helpers” and “nursing
care service jobs” extracted from “special/technical jobs” and “services jobs”, based on “Classification of Jobs (2013 Revised Edition)”
by the Ministry of Health, Labour and Welfare.

Changes in wages by enterprise size
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Fig. 4: “Basic Statistical Survey of Wage Structure” (Ministry of Health, Labour and Welfare) rearranged and processed
(Notes) 1. “Regular employees” covered general workers with no specified employment periods until 2004. Since 2005, they have covered
6 ; ; ; ; ; ; ! general workers described as “regular employees” by business establishments.

I I I I I I I I I I I I I I
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Fig. 2: “Labor Force Survey” (Ministry of Internal Affairs and Communications)

2. Wages represent “regularly paid cash wages” for June every year, covering basic pay, predetermined allowances and overtime money.
3. Enterprises with 299 or fewer permanent employees (99 or fewer permanent employees for wholesale, services, retail and restauranj—
industries) are classified as SMEs. The others are large enterprises. 4



[Analysis of the Current Status 3-2]
Current Status of the SME Employment Environment and Labor Shortages (ii) (Utilization of various human resources)

»  Smaller enterprises utilize more various human resources, including women and seniors.
Many SMEs utilize or consider utilizing various human resources as core employees.

Fig. 1 Male and female shares of employees by company size
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Figs. 1-2: “2007 Basic Survey of Employment Structure” and “2012 Basic Survey of Employment Structure” (Ministry of Internal Affairs and Communications)
Fig. 3 “Survey on Recruitment and Job Retention at SMEs and Micro Enterprises” under contract from the Small and Medium Enterprise Agency (Mizuho Information & Research Institute, November 2016) 15



[Analysis by Theme 1-1]Business Entries (i)

In comparison with other countries, Japan features a lower business entry rate and a larger share of people who
are indifferent to starting up enterprises. However, people attempting to start up enterprises in Japan are likelier

International comparison of business entry rates

to actually succeed in starting up those enterprises.

Increasing public interest in starting up enterprises is important. A key motivator for people to start up

enterprises seems to be recommendations from close friends.

Fig. 3
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01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 Activities” (Research Institute of Economy, Trade and Industry, March 2016)
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Figs. 1-2: Prepared by the Small and Medium Enterprise Agency from a report on a FY2013
“Survey on Entrepreneurship” (Venture Enterprise Center, March 2014)

Fig. 4: “Survey on Business Entry Realities” under contract from the Small and Medium Enterprise Agency (Mitsubishi UFJ Research and
Consulting, November 2016)

(Notes) 1. Motivations for entrepreneurs to have interests in starting up enterprises before actually doing so are compiled.
2. Because respondents were allowed to cite multiple motivations, percentage shares may not necessarily add up to 100%.
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[Analysis by Theme 1-2]1Business Entries (ii)

e 5-to 10-year-old enterprises are classified into three types -- high growth, stable growth and sustainable growth.
»  Services and manufacturing enterprises are dominant among high-growth enterprises. Their managers are young
and indicate effects of entrepreneurial education.

Fig. 1
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(W8 Details of entrepreneurial education at school by growth type

BHigh growth type (n=124~126) OStable growth type (n=691~713) BSustainable growth type (n=2,038~2,092)

(%) 14.7
. (143 144
o186 = o 12.8
P 11.39 . —
i 8.8
9 L 7.7 83
6 L
3027 2.4 2.7
3 L
O | |
Learning Reading books ~ Workplace Leadership Part|C|pat|on in Partlupatlon in
accounting and on entrepreneurs experiences at education entrepreneurs’ enterprise
financial enterprises or lecture and internship
knowledge shops exchange
meetings

(Note) The data cover respondents who cited specific courses at elementary schools, junior high schools, senior high schools, technical
colleges, vocational schools, junior colleges, universities or graduate schools.

Fig. 1-4: “Survey on Business Entry Realities” contracted by the Small and Medium Enterprise Agency (Mitsubishi UFJ Research and Consulting, November 2016)

(Note) Growth types are based on quantitative data for this document. As some enterprises cannot be classified into the categories depending on their response to the questionnaire, numbers in these types may not necessarily add up to the total number.
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[Analysis by Theme 1-3]1Business Entries (iii)

Within each growth type, challenges shift from fundraising to recruitment as enterprises go to higher stages.
Whether enterprises have realized target growth types depended on successful fundraising.

Challenges at each growth stage
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Figs 1-2: “Survey on Business Entry Realities” under contract from the Small and Medium Enterprise Agency
(Mitsubishi UFJ Research and Consulting, November 2016)

oW Use of loans without security or guarantee

Loans without security or guarantee in the stabilization or
expansion stage lead to stable or high growth

(1) Use of loans without security or guarantee

at stable growth enterprises

(%)  BEnterprises that failed to achieve the goal of stable growth (n=605~639)
DEnterprises that achieved stable growth (n=475~521)

20 16.7
15
10.1
10
5 39 3.4
0 | l l
Start-up stage Stabilization or expansion stage

(2) Use of loans without security or guarantee
at high growth enterprises

BEnterprises that failed to achieve the goal of high growth (n=209~210)
DOEnterprises that achieved high growth (n=85~95)

(%)
25 211
20
15 12.4
10
33 47
Start-up stage Stabilization or expansion stage
(Notes)

1. Here, in the “start-up stage” , there are no mainstream products or service sales, while in the “the
initial growth stage,” sales have been reported, but operating income has not turned positive, and
in the “stabilization or expansion stage,” sales have been reported, and operating income has
turned positive for at least one fiscal period.

2. Here, Loans without security or guarantee are loans provided without security or guarantee due to
high ratings for business operations and growth potential. 18



[Analysis by Theme 1-4] Business Entries (iv)

* In the stabilization or expansion stage at high growth enterprises, there are strong needs for investment and for
business advisers, internal managers, business planners and other human resources required for business
expansion.

Fundraising methods at high-growth enterprises
in the growth or expansion stage

[Specific case] Robit Inc. (Tokyo)

Most frequently Second most Third most Fourth most Fifth most
cited frequently cited frequently cited frequently cited frequently cited An ente rp rise that took advantage of speedy p|anning and
FundLasi;ijnign r;eethods Loans from Loans from B Using public | o2 rom family development processes to enhance technology and gain success
P private financial government managers’ H members, relatives,
stablllz_atlon or institutions financial institutions| own funds subsuiles acquaintances, etc. . . .
expezns?g:)tage (73.1%) (45.2%) (36.5%) (19:2%) (13.5%) » Robit Inc. in Tokyo, founded in June 2014, develops 10T (Internet of
n= . - . . .
things) systems, robots, etc. Robit's President Takahashi decided to
Fundraising methods Investment from H HP : H H :
that enterprises ::ﬁztrr:igt if{;;n Investment Loans from private | private enterprises, Ui start up an enterprlsg after _Wmmng f_II’St p”Z?S at mgltlple business
wanted to use in the investmznt ' | from individual - fenterprises or other | funds, foundations crowdfur?ding contests thanks to high ratings for his planning ability and sample
xpansion suge|Parmerships,funds - BEC R oo (64.3%) products during his university days.
(n=14) etc. (78.6%) (71.4%)

(Note) The five most frequently cited items are listed for fundraising methods that enterprises used and those that enterprises wanted to use.

. Human resources required at high growth enterprises
Fig.2 R
in each growth stage

After starting up the enterprise with marginal money including
business contest prize money and business start-up and second start-
up promotion subsidies from the Small and Medium Enterprise
Agency, President Takahashi planned products and developed
samples repeatedly within a short period of time. The speedy product

(%) O Start-up stage (n=95) B Initial growth stage B Stabilization or planning and development attracted individual investors, allowing him
70 66.1 (n=113) expansion stage (n=109) to successfully receive investment from them.
— 59.6
6o %] o750 Later, he took advantage of the investment to recruit some friends
50 |47.4 47.7 ‘3-5 from his university days and enhance research and development. In
1 421 404 41.3 =] the summer of 2016, which was two years after the start-up, Robit
40 | | — — successfully launched the *“Mezamashi
32.7 310 Curtain mornin’” system to open
0T 211 221 - and close curtains with smartphones. _
201 15.8 14.7 e The product’s shipments surpassed
10 | - 20,000 units in the six months after
its launch and its sales have
Close aides to | Marketing and | Finance and | Internal Business Successor smoothly gro_Wr_]' R_Oblt is tackling
managers  sales personnel  accounting managers planners candidates the commercialization of new _ _ _ _
personnel products and services. Robit’s “Mezamashi Curtain mornin’”

Fig. 1-2: “Survey on Business Entry Realities” under contract from the Small and Medium Enterprise Agency
(Mitsubishi UFJ Research and Consulting, November 2016)



[Analysis by Theme 1-5]Business Entries (V)

»  Fundraising needs at stable growth enterprises shift from loans to public subsidies and investment as they go to
higher stages. From the initial growth stage, needs increase for advisers to managers and various other human
resources.

(Start-up stage)

Fundraising methods at stable growth enterprises
in each growth stage

Most frequently Second most Third most Fourth most Fifth most
cited frequently cited | frequently cited | frequently cited | frequently cited
Loans from Loans from
. . ] Loans from
Fundraising methods Enterprise family members, . . . government . .
’ s . private financial X . Using public
used in the start-up | managers’ own relatives, L financial L
a ¥ institutions Lo subsidies (12.6%)
stage (n=677) funds (82.3%) [acquaintances, etc.| (39.3%) institutions
(39.3%) =70 (28.2%)
L GETE Gl Investment from | Investment from
Fundraising methods Loans from — venture capital [private enterprises,
that enterprises private financial gfinancial Using public | firms, investment [funds, foundations
wanted to use in the institutions institutions subsidies (36.9%)| partnerships, or other
start-up stage (n=179) (45.3%) (41.3%) funds, etc. organizations
=4 (34.6%) (31.8%)
(Initial growth stage)
Most frequently Second most Third most Fourth most Fifth most
cited frequently cited | frequently cited | frequently cited | frequently cited
Fundraising methods Loans from . Lz (D L_oans UTEL
. L . . . Enterprise government | family members, A A
used in the initial private financial s ) . ] Using public
S managers’ own financial relatives, .
growth stage institutions o L : subsidies (19.8%)
(n=646) (72.9%) funds (46.4%) institutions  Jacquaintances, etc|
: (40.9%) (22.0%)
Investment from
. Investment from
. private 5
Fundraising methods . venture capitals, .
> . . enterprises, funds, X Investment from Using
that enterprises wanted|  Using public . investment S .
) L L foundations or . individual crowdfunding
to use in the initial  |subsidies (44.4%) partnerships, |.
- other investors (39.7%) (38.1%)
growth stage (n=126) L funds, etc.
organizations (42.9%)
(43.7%) :
(Stabilization or expansion stage)
Most frequently Second most Third most Fourth most Fifth most
cited frequently cited | frequently cited | frequently cited | frequently cited
Fundraising methods Loans from LR . L_oans UIEI)
: S . ) ; government Enterprise . . family members,
used in the stabilization| private financial . . y Using public .
; P financial managers’ own L relatives,
or expansion stage institutions L 2 subsidies (22.9%) :
(n=546) (78.4%) institutions funds (40.2%) acquaintances, etc|
: (42.6%) (13.8%)
Fundraising methods | Investment from Investn_1ent LI
: . private
that enterprises wanted | venture capitals, . .
- . Using . . enterprises, funds,| Investment from
to use in the investment . Using public . N
stabilization or partnerships. crowdfunding subsidies (42.7%) foundations or individual
. ’ (44.5%) ’ other investors (37.3%)
expansion stage funds, etc. organizations
= 0,
(n=110) (44.5%) (40.0%)

(Note) The five most frequently cited items are listed for fundraising methods that enterprises used and those that enterprises wanted to use.
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Fig. 1-2: “Survey on Business Entry Realities” under contract from the Small and Medium Enterprise Agency

(Mitsubishi UFJ Research and Consulting, November 2016)



[Analysis by Theme 2-1]Business Succession (i)

*  Non-family business succession accounts for one-third of the total business succession cases. In many of non-
family business succession cases, successors come from within the organization.

* In many cases where acquaintances recommended that managers prepare for business succession, successors
were chosen. While the selection of successors takes time, enterprises that have not determined successors have
generally failed to progress in enacting business succession measures.

Successor criteria and present status of non-family Shares of enterprises recommended to prepare for business or

Fig. 1 . di ed . Fig. 2 : -
succession (medium-sized corporations) asset succession by successor selection stage
Successor selection X X BRecommended Not recommended
conditions Share of family business ) .
________ succession Bre?kdown of nqn-famlly The successor has been determined

ECECE === E = - Sy business succession cases (n=1,369) 63.6 | 36.4

no -\ ————— _
successor Successor > Outside There is a successor candidate
candidate s have Non-family people whose consent has not been gained 545 I 455

s, or been business / [E] (n=950) .
successor determine succession L
s have not d 33.4 - Non-family We are looking for a successor candidate /

be 416 Non-lfamlly directors but have yet to find any candidate 51.0 | 49.0
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detfejrmme There are Fam'ly Pﬁy [1E] (n=453) I
successor business e The time is not mature to look for
candidate SUCCESSION REkatapttf = = =~ — o any successor candidate 31.2 I 68.8
s 66.6 == (n=401) /
275 . [
_________ (n=787) We have never considered /
- (n=2,357) any successor candidate 29.4 I 70.6
(n=4,036) (n=248) !
(%) 0% 100%

Fiq. 3 Time to receive consent from a Business succession challenges, measures and preparations
9. candidate after beginning the (the successor has been or has not been determined)

selection process - :
P | The successor has been determined | | The successor has not been determined

Share of enterprises having QB ion s fel hall i N @ Business succession is felt as a challenge (n=2,180~2,216)
taken more than 3 years Business succession is felt as a challenge (n=1,336~1,440) O Measures or preparations are being implemented (n=2,016~2,088)
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05-10 years
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B3-5years ’—‘— 4{ Transferring power to the successor 26.9
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Figs. 1-4: “Questionnaire Survey on Business Succession” contracted by the Small and Medium Enterprise Agency (Tokyo Shoko Research, November 2016)



[Analysis by Theme 2-2] Business Succession (ii)

» Enterprises fail to make smooth progress in resolving challenges regarding non-family asset succession.
Relevant challenges include time-consuming measures and preparations for asset succession methods.

« Top managers must select their successors and systematically make preparations for succession, while
supporters and financial institutions must cooperate in providing fine-tuned support for resolving various
challenges.

SN Asset succession challenges, measures and preparations (family and non-family succession)

mBusiness succession is felt as a challenge

Family business succession \

‘ Non-family business succession

mMeasures or preparations are being implemented

@ Business succession is felt as a challenge

(n=832~847)

o Measures or preparations are being implemented
(n=725~780)

(n=1,522~1,522) (n=1,341~1,481)
69.7 | Considering optimum methods for transferring treasury | 62.6
\ 50.1 shares and business assets 283
69.0 | Successors’ financial resources for paying taxes and | 60.8
' ‘ 35.7 purchasing treasure shares and business assets 18.8
64.5 ‘ The appraisal value of treasury shares and business \ 55.6
' 535 assets is high, placing great gift or inheritance tax 351
burdens on successors L
34.5 | Fundraising for enterprises’ purchase of treasury shares | 55.2
: A4.7 and business assets 21.4
49.3 | Appropriate appraisal of treasury shares and business | 48.4
(%) | 30.3 PPIOTIELE PRI O e 218 %)
80 60 40 20 0 20 40 60 80
Imoressions of treasury share appraisal value viewed : Advisers recommending preparations for business or asset
Fig. 2 by Ft)he ordinary profit ?/nargin PP S{MCIl succession by stage of measures and preparations regarding
. : successors’ financial resources
There are many loss-ridden enterprises whose stocks have N ) ) )
unexpectedly high appraisal value Whha1tc is |mp(%|rtant f;){henterprlses managers is advice from those
whno Trequen mee em
DHigher than expected  OAs high as expected  BLower than expected ) q y
- 0
i i 47.1 i i
Negative profit - BImplementing measures and preparations
ma?gin (n2319) 25.7 ¢ 62.7 I 116 ig - (n=700)
L 40 + ONot implementing measures and preparations
0-3% or less 35 ¢ (n=2,192)
(n=01 364) 30.2 [ 62.9 } 6.9 30 27.1 26.6
) I — 25 L 20.7
20
3-10 % or less i | 12.0 11.4
(n=823) 40.9 | 56.0 8.0 18 i 71 8.3 61 46
10% or more 426 | 2 9 0 ‘ ‘ ‘
(n=204) ’ : Certified public Correspondent Business consultant Relatives, Non-family directors
J accountants or financial institutions friends/acquaintances or employees
0% 100% tax accountants

Figs. 1-3: “Questionnaire Survey on Business Succession” under contract from the Small and Medium Enterprise Agency
(Tokyo Shoko Research, November 2016)

serving as advisers

22

(Note) “Successors’ financial resources” refer to financial resources for successors to purchase treasure shares and business assets.



[Analysis by Theme 2-3] Business Succession (iii)

* For enterprises that lack successors but want to continue business operations, business transfers, sales or
integration (mergers and acquisitions) are important options. In general, most managers insist on not only
maintaining positions for their employees but also the future development of their business.

e Enterprises fail to make progress in making preparations or taking measures despite abundant succession
challenges. The share is low for enterprises that consult with specialists on succession. Support arrangements
are necessary to find relevant needs and respond to various challenges.

Fig. 1 Consideration of sale, integration or transfer of business WP Challenges, measures and preparations regarding business
fall OVvnership (mergers and acquisitions) both for enterprises SRl transfers, sales or integration (mergers and acquisitions)

with or without successors or successor candidates

Even enterprises interested in mergers and acquisitions have failed to make

@Considering or having made decisions on business transfers, sales or integration (mergers and acquisitions) progress in taking relevant measures or making preparations

DOAccepting business transfers, sales or integration (mergers and acquisitions) to continue business operations

BNot considering business transfers, sales or integration (mergers and acquisitions) (%) . _ i i i _
) 100 85.7 OFeeling challenges (n=839~856)  BTaking measures and making preparations (n=744~768)
%0 - 77.9 735
Having a successor or 80 : 67.0 65.2
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R 50 r
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avmg_no successor 3.4 333 63.3 20 | 113 15.8 15.2 -8
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, 0 I 1 1 1 1 I
0% 100% Continued Lack of information Lack of legal, tax, Information leakage Corporate culture
employment and or knowledge about financial and other  risk regarding differences
o ) ) ) ) treatment of mergers and special knowledge consideration of
Fig. 2 Priorities for sale, integration, or transfer of business ownership employees acquisitions mergers and
(mergers and acquisitions) by company size (employees) acquisitions
) @20 or fewer 020-50 @50 or more Fig. 4 Consultants on business succession for enterprises interested in sale,
(n=410) (n=282) (n=178) ) integration, or transfer of ownership (mergers and acquisitions) (three
100 [ ggg most frequently cited and 3 least frequently cited consultants)
__837 86.0
80 | (%) Consultants for enterprises are those that frequently contact the enterprises
59.0 1
60 | 56.7 0 591 1
83, 60 - |
40 | © 331 380 293 247 255 298 50 43.4 23
22.0 23.7 20 | |
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0 s s s 20 | 91
Maintaining or ~ Monetary income Further corporate Liquidating Utilizing or 10 - 1 I_I 4.5 2.6
securing continued from sales and business corporate debt developing in- 0 \ \ 1 \ [ ] \ —
employment of development house technology Certified public Relatives, Correspondent |  Commerce and Business success Comprehensive
accountants or tax  friends/acquaintances financial institutions industry associations  support centers Support Centers
employees and knowhow accountants serving (n=691) (n=698) or chambers (n=638) (n=627) (n=626)
Figs. 1-4: “Questionnaire Survey on Business Succession” contracted by the Small and Medium Enterprise Agency (Tokyo as advisers (n=716) I

Shoko Research, November 2016) 1



[Analysis by Theme 2-4]Business Succession (iv)

[Specific case] Autec Mechanical Co. (Minami-Alps City, Yamanashi Prefecture)

Three generations tackling smooth business and asset succession

» Autec Mechanical is a manufacturer founded by its present chairman to design and produce automatic
assemblers and automatic inspection devices, etc. Since the early stage, the chairman has not stuck to
family management but has been conscious of developing a system for excellent employees to succeed to
the top manager position and enable business operations to be maintained over the long term.

» The present chairman developed a corporate business philosophy and has held business plan presentation
contests to spread the enterprise’s business direction. The chairman picked an employee as a director in his
40s and appointed him as the present president who has now taken over the management of the business
management.

» The enterprise picked a sales head as a director and a candidate for the next top manager in his 40s and
dispatched him to an outside successor training course that the present president underwent in his 40s. The
enterprise is proceeding with training of a business successor candidate.

» The chairman says: “Large organizations can select business successors. However, SMEs must take much
time to train successor candidates. Successor candidates are required to accumulate experiences as
managers from an early stage.”

» While implementing solid business management with the share price rising,
the enterprise has transferred shares held by the chairman and his family to
the present management and an employee shareholding association gradually
to facilitate non-family succession.
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From the left, the sales head (candidate for he next
president), the chairman and the present president



[Analysis by Theme 3-1] Promotion of New Business Development (i)

*  New business development contributes to SME growth.
e The success of new business development depends on target strategies and marketing initiatives.

Lacking personnell  Difficult sales j Massive costs Insufficient Insufficient Difficulties in Lacking personnel  Massive costs

Insufficient Difficult sales Insufficient Difficulties in
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Figs. 1-3: “Survey on SMEs’ Business Strategies for Growth” under contract from the Small and Medium Enterprise Agency (Nomura Research Institute, November 2016)



[Analysis by Theme 3-2] Promotion of New Business Development (ii)

»  Enterprises that are strong in finding market needs among marketing operations are successful in new business
development. At such enterprises, business planning divisions as well as sales divisions are opt to find market

needs.

e  Enterprises that evaluate and verify marketing operations benefit from employees’ improved motivations and

personnel training effects.

Ordinary profit margin trends by presence

Fig. 1
J and absence of marketing operations

(1) Implementing all marketing
operations

(%8)
(n=328)
44.5
Bincreasing
ORemaining unchanged
BDecreasing

(Note) Marketing operations include “finding enterprise strengths,” “finding market needs,” “information strategies”
and “verification of marketing operation effects.”

(2) Not implementing all market
operations

(%)
(n=75)

Enterprise strengths for successful and unsuccessful
B enterprises in new business development

%
70 %) 65.4

o | 595

B Successful (n=264) @ Unsuccessful (n=616)
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4 | 345 365
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0
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Flexible production Development Production and Brand power of
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Figs. 1-4: “Survey on SMES’ Business Strategies for Growth” under contract from the Small and Medium Enterprise Agency
(Nomura Research Institute, November 2016)
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Relationship between marketing operations
and new business development effects
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(Notes) 1. Among new business development effects, qualitative ones alone are tabulated.
2. PR operations include not only advertisement but also strategic information collection and communication activities such as finding

enterprise ratings and effective utilization of various media.
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[Analysis by Theme 3-3] Promotion of New Business Development (iii)

Fig.

It is effective for enterprises to utilize outside business resources for responding to labor shortages, a common
challenge for new business development. Utilizing outside resources has a positive effect on the profits.
Enterprises that have utilized outside resources have not perceived many problems.

Relationship between utilization of outside resources for evaluating
N and verifying marketing operations and the ordinary profit margin

(successful enterprises in new business development)

Evaluating @ Utilizing outside resources @ Not utilizing outside resources
and
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[Specific case] Tanaka Metal Factory
(Yamagata City, Gifu Prefecture)

Taking advantage of outside resources for a brand strategy
to create a niche market

Tanaka Metal Factory develops, produces and sells copper and
stainless steel parts and shower heads. It had been producing water
faucet valves as a subcontractor. In response to stagnant demand
and fiercer price competition under slack housing starts, however,
the enterprise has sought to develop proprietary products and
explore sales channels for them without depending on
subcontracting deals.

When considering a new core business, the enterprise paid attention
to water-saving shower heads that were selling at high prices. It
proceeded with new product development and successfully
developed shower heads featuring water-saving and beauty care
effects.

When launching a new product for consumers, the enterprise
outsourced branding strategy development and successfully
increased customers’ awareness of the product by clarifying the
concept and advertisement points for the pro¢ =

g

Tanaka Metal Factory took nearly
three years to establish its proprietary
brand products targeting women in
their 30s who are sensitive to beauty
care and health. As a result, its sales
have doubled.

e P
.
D%

Figs. 1-2: “Survey on SMEs’ Business Strategies for Growth” under contract from the Small and Medium Enterprise Agency (Nomura Research Institute, November 2016)



[Analysis by Theme 3-4] Promotion of New Business Development (iv)

e SMEs do not utilize 10T and other new technologies to a large extent but have some interest in them. Non-
manufacturing SMEs could take advantage of new technologies for visualizing things to raise productivity.
e SMEs have relatively high interest in the sharing economy that can become their new business chance.

Fig. 1 Utilization of 10T, big data, artificial intelligence [Specific case] Tokachi Bus Co.
and other new technologies by business category (Obihiro City, Hokkaido Prefecture)
[Manufacturing] [Non-manufacturing] Tokachi Busis a _regional enterprise thgt pos_itively utilizes 10T to
1 o , _ i improve customer satisfaction.
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| e X e e rommeer = T1o] 53 | joined hands with an information technology vendor to develop a
‘ ‘ (n=989)(n=1,886) ‘ ‘ bus transfer guidance service. The enterprise provides an application
10% 5% 0% 0% 5% 10% for searching a bus route by destination even if bus stop locations
are unknown.
SsAVAN Interest in the sharing economy > The enterprise has also introduced a system for bus location users
o _ o o ) utilizing 10T technology, providing a service to visualize bus
BHaving interest in and considering participating in the sharing economy . . . . . .
@Having interest in but not considering participation in the sharing economy operations on an application and notify customers of arrival times.
BHaving no interest The service has resolved bus users’ concerns about volatile arrival
times in winter, increasing customer satisfaction. The enterprise is
As platform providers (=692) || 9.5 36.7 538 considering installing sensors in buses to count incoming and
| “ outgoing passengers and using sensor data for revising bus
schedules.
As goods and services providers (n=694) | 11.2 38.2 50.6 ) .
\ > Various initiatives successfully led
i N the enterprise to achieve sales
i ] ‘ growth in 2011. Furthermore, it is
As space, goods and services users (n=699) 13.6 46.4 40.1 . . .
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Figs. 1-2: “Survey on SMEs’ Business Strategies for Growth” under contract from the Small and Medium Enterprise Agency SpOtS.

(Nomura Research Institute, November 2016)




[Analysis by Theme 4-1]Overcoming Labor Shortages (i)

e  Enterprises seeking growth and expansion strongly feel shortages of both core and labor personnel.
e  Particularly, core personnel shortages prevent enterprises from responding to weak new business development
and demand growth, affecting new business development at enterprises focused on growth and expansion.

SOMMEN | abor shortages by industry and business category

Manufacturing Non-manufacturing

[Growth and expansion] [Stabilization and maintenance] [Growth and expansion] [Stabilization and maintenance]
(%)
Total (%)

Total

(%) Total (%)

Business Production Business
planning and

transpun . planning

Production and
transponation

Busnness Production

planmng and q .

transporlatio 39.7 2 426 ~
. k —

52 Jye

Production ,
. and

Ell;snlzie:gs transportatio /
/‘\\

" K‘ E \ 60 1 ‘\\\ I | Marketing,
L “‘E- 22.3 ‘ ma:;;:;ﬁent sales and
18'3"“
‘\‘ = ,

nternal salesand ‘_ 35 6 ‘ .
nternal i A
management services “. r, services 43 4 - '
r/» \m“
345 " Research and ‘ Research and

Researchand, 2 development, Flnance and development,
Flnance and development, Finance and and accounting and
accounting and accounting engineering

Marketing,
Internal

management

Marketing|
sales and =

Internal ~ Marketing,

management sales and
services

services

183

e ,
‘_‘

Research and
development,

Finance and
accounting

and engineering
h . B —0— |
engineering _._ Core personnel engineering Corgapfft;lgge g Core personnel
Informatlon (= ) Infi it (n=1,272~1,401)
(n=218~229) ¢ | [ el |_abor personnel ntormation ’ ’
Information g COre personnel systems systems
In;f/gtg?v:lson 88— Labor personnel systems Nn=399~416) (n=649~-696) 4 - aanrZ%T; ngzlz)
(n=208~-228) i Labor personnel e !

. . . =387~42
(Note) The length of a spoke of the radar chart is proportional to the seriousness of labor shortage rates. (n=sg7~421)

Core personnel shortage’s influences on business

by type of business development policy (Reference) Personnel classification in 2017 White Paper
% = i =
(7 ) @Growth and expansion (n=531) OStabilization and maintenance (n=777) = - Core personnel in each division that undertake advanced and difficult business operations
60 58.4 57.6 54.6 -% c | - Personnel responsible for management and operations of the organization
r . ore personne
478 53.0 E > - Personnel directing and managing multiple people
50 207 45.0 i 43.1 ‘@ - Personnel with high specialization, skill and educational levels
. 5]
40 L 36.0 s - Personnel in each division that undertake relatively routine work
28.3 E - Personnel not responsible for organizational management or operations
30 ¢ S |Labor personnel | - Personnel working under core personnel’s direction and management
20 | g + Personnel doing auxiliary work for core personnel
o - Personnel providing indispensable labor for business operation while lacking special skills
10 +
0 1 1 1 1 )
Stagnant new business Losing opportunities by Difficult technology and Difficult business size ~ Growing recruitment
and area development  failing to respond to  knowhow succession maintenance costs
demand growth
Fig. 1-2: “Survey on Recruitment and Job Retention at SMEs and Micro Enterprises” under contract from the Small and Medium Enterprise Agency 29

(Mizuho Information & Research Institute, November 2016)



[Analysis by Theme 4-2] Overcoming Labor Shortages (ii)

»  Enterprises that successfully stabilize business operations focus on workplace environment improvements and

work burden reductions and are successful in recruitment.
e  Enterprises that can utilize various human resources take advantage of SME flexibility, including overtime work
cuts and giving consideration to human relations, to improve the workplace improvement.

Success or failure of recruitment and stabilization of
recruited human resources

Human
(%) resources
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=~ - - three years or
-~ - more after
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—— e - - — - recruitment
90.6
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Fig. 2 '
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Fig. 1-3: “Survey on Recruitment and Job Retention at SMEs and Micro Enterprises” under contract from the Small and Medium Enterprise Agency
(Mizuho Information & Research Institute, November 2016)
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Workplace environment improvement initiatives by presence
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(Note) Enterprises utilizing various human resources are those utilizing any of the classes of “women,” “seniors,” “foreigners” and
“handicapped” as core personnel. Enterprises considering doing so are others considering utilizing any of the above as core
personnel. Other enterprises are those not considering doing so.



[Analysis by Theme 4-3] Overcoming Labor Shortages (iii)

»  Enterprises that can utilize various human resources despite labor shortages accomplish rationalization and
standardization useful for improving productivity, leading to greater earning power.

Work rationalization and standardization initiatives
categorized by presence or absence of various human
resources (core personnel)

Fig. 1
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Relatlonshlp between work visualization initiatives and earning

power

(enterprises utilizing various human resources as core personnel)
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(Note) “Enterprises implementing visualization” are those that implement the “visualization of work processes” and any of the “thorough
promotion of 5S,” the “clarification of each worker’s work details and role sharing,” the “reform and reduction of work details” the
“introduction of in-house common work tools” and the “integration of work that overlaps among divisions or areas.” Enterprises not
doing so are those that implement no visualization initiatives.

Fig. 1-2: “Survey on Recruitment and Job Retention at SMEs and Micro Enterprises” contracted by the Small and Medium Enterprise
Agency (Mizuho Information & Research Institute, November 2016)

[Specific case] Sanshu Seika Co.
(Kasukabe City, Saitama Prefecture)

Sanshu Seika has realized a flexible work style featuring each worker playing
three roles, with women playing active roles

» Sanshu Seika is a rice and western confectionery manufacturing and marketing

>

company founded in 1950. Women account for nearly 40% of regular
employees, more than 90% of non-regular employees and more than 20% of
managerial officials, playing great roles as a substantial part of the workforce.
The president has taken leadership in promoting the active role of women,
allowing the enterprise to be chosen as one of the “Top 100 Diversity
Employers” and receive other relevant certifications and commendations.

At Sanshu Seika, few employees take maternity leave, childcare leave or
nursing care leave. The company features a childcare and nursing care system
and allows employees to take paid holidays without any hesitation, regardless
of their positions. The biggest secret behind the paid holiday system is a
mechanism that allows each worker to play three or more roles through a
system of cross-training for factory workers.

In order to allow the three-roles-per-worker mechanism to smoothly work, the
enterprise has established rules to standardize the work, visualize role sharing
and regularly reflect these factors in personnel evaluations, reportedly leading
to follow-up arrangements for employees on vacation, higher motivation and
productivity improvements.

This allows women employees who play core
roles to demonstrate their potential while
maintaining work-life balance through a flexible
work style. The largest recent hit product is
“Fried Pasta”, which was conceived by a short-
time regular employee engaging in childcare.
The president describes the hit product as an
achievement emerging from arrangements based
on the three-roles-per-worker mechanism.

Recent hit product
“Fried Pasta”

31



60

50

40

30

20

10

[Analysis by Theme 4-4]Overcoming Labor Shortages (iv)

(%)

Enterprises that boost earnings even amid labor shortages are tackling labor-saving, information technology
introduction, outsourcing and other initiatives.
A rising number of enterprises are pursuing growth by outsourcing design marketing and other operations for
which advanced skill level human resources are required.

Initiatives by enterprises facing labor shortages by ordinary
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Fig. 1-2: “Survey on Recruitment and Job Retention at SMEs and Micro Enterprises” under contract from the Small and Medium

Enterprise Agency (Mizuho Information & Research Institute, November 2016)

>

[Specific case] Waris, Inc. (Minato-Ward, Tokyo)

An enterprise matching SMEs and venture firms
with skilled women freelancers.

Waris is a human resource matching service enterprise founded in 2013. It
matches enterprises willing to outsource PR, marketing and other operations
with freelance-oriented women, particularly professionals with an arts
background and extensive management experience, under outsourcing
contracts.

Some 70% of about 1,100 corporate customers are SMEs and venture firms.
These customers can save costs by outsourcing new projects and other
business operations requiring advanced strategists to well-experienced people,
instead of recruiting advanced skill level human resources. Such outsourcing,
unlike subcontracting, allows their employees to improve their capabilities by
accumulating new knowledge and networks while working with freelance
professionals.

As SMEs are not well experienced with project-outsourcing contracts, Waris
reorganizes or breaks down project operations, clarifies required skills,
examines outsourcing contracts and conducts follow-up services during
contract periods. It thus provides integrated services to allow customers to
smoothly complete projects.

Representative Director Tanaka says: “Due partly to
Japan’s declining labor force, it is difficult for SMEs and
venture firms to recruit advanced skill level human
resources. If they base their recruitment on employment,
they have a risk of failing to secure necessary human
resources when they are required. | would like these (
enterprises to become more flexible and consider the
option of outsourcing.”

Representative Director
Miwa Tanaka



Outline of FY2017 SME Policy Measures

[Acknowledgement]

Ordinary profits of SMEs have remained at record-high levels and their business confidence has been improving
moderately. However, there are ongoing structural challenges including stagnant business entries, slackening
productivity, the aging of managers and growing labor shortages. In the future, it will be important for the Japanese
economy to enhance SMEs’ business capabilities, improve their productivity and increase the number of SME
managers working with vitality in response to economic and social changes including a further decline in Japan’s labor
force and fiercer international competition.

[Key Points]

From the four viewpoints -- “initiatives to enhance business capabilities and improve productivity,” “increasing SME
managers working with vitality,” “developing a stable business environment” and “reconstruction and restoration from
disasters,” the government will effectively implement policy measures to vitalize SMEs that are important for
supporting regional economies. Specifically, in order to improve SMEs’ productivity, the government will tackle the
enhancement of technical capabilities, the promotion of information technology, support for overseas expansion and the
strengthening of business support arrangements. The government will also back up business entries and succession, and
regional and interregional human resources exploration and will continue to tackle the improvement of business
practices and financial support. Furthermore, the government will take measures required for SMEs affected by the
Great East Japan Earthquake, the Kumamoto Earthquake and other disasters.

[Contents]

Chapter 1 Initiatives to Enhance Business Capabilities and Improve Productivity
Chapter 2 Increasing the Number of SME Managers Working with Vitality
Chapter 3 Development a Stable Business Environment

Chapter 4 Reconstruction and Restoration from Disasters

Chapter 5 Policy Measures by Business Type and Area

Chapter 6 Other SME Policy Measures
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