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Introduction

1. Small and medium-sized enterprises (SMEs) account for over 90% of Japanese enterprises, and support the Japanese
economy in the manufacturing, commerce, and service industries throughout Japan. It is a national issue how they can exert
their potential and fundamental strengths and become revitalized under harsh circumstances, including decreased domestic
demand, competition with emerging countries, earthquake disasters, and the appreciating yen.

2. Therefore, this March, the "Council for the Future of Small and Micro Enterprises" was established centering on young
and female managers of SMEs and Micro enterprises who will take a leading role in the next generation, with the
participation of wide-ranging actors, such as licensed professionals including licensed tax accountants, persons involved in
shopping districts, small business associations, and local financial institutions, while appointing Minister of Economy,
Trade and Industry Yukio Edano and Tadashi Okamura, Chairman of the Small and Medium Enterprise Policy Making
Council (Chairman of the Japan Chamber of Commerce and Industry), as co-chairpersons. This council was designed to
review past SME policies with sincerity and discuss challenges in improving the management power and vitality of SMEs
and Micro enterprises and ideal measures for the future.

3. This council held the first general assembly on March 3rd this year. Thereafter, the council energetically heard the
first-hand opinions from the field by holding three working groups for individual themes and a meeting of young people
and women as well as regional meetings at over 30 locations nationwide, within a limited timeframe. Furthermore, the
council invited opinions from supporters and from wide-ranging people via the Internet and email, etc. Thereby, the council
heard opinions from persons involved in SMEs and Micro enterprises throughout Japan on an unprecedented scale.

4. This time, this council summarizes and organizes voluminous opinions collected through these activities and compiles
and suggests what needs to be reflected and improved for the past SME policies and the ideal direction of SME and Micro
enterprise policies in the future as follows.

5. The Ministry of Economy, Trade and Industry (Small and Medium Enterprise Agency) will take special notice of this
report and make solid efforts toward realizing the measures indicated herein, and will also make its best efforts to enable
SMEs and Micro enterprises to be revitalized through approaches to related ministries and agencies.
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Chapter 1 Current Conditions and Problems of SMEs and Micro Enterprises
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1. Severe Current Conditions Surrounding SMEs and Micro Enterprises
Amid significant changes in the domestic and foreign environments, including the declining birthrate and aging
population and the decrease in domestic demand incidental thereto, changes in the transaction structure due to overseas
transfer of large enterprises, etc., the rise of emerging countries, earthquake disasters, and the appreciating yen, conditions
surrounding SMEs and Micro enterprises in Japan are growing increasingly severe.
(1) Significant decrease in the number of enterprises
The number of SMEs and Micro enterprises has been continuously decreasing in recent years. In particular, the number of
Small and Micro enterprises decreased significantly in the last decade, recording a decrease of 0.57 million from 4.23 million
(1999) to 3.66 million (2009).
[Figure 1] Transition of the number of enterprises
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*Figures for the period up to 2006 are the reorganization of the "Statistical Survey of Business Establishments and Corporations" conducted by the Ministry of
Internal Affairs and Communications.
Figure for 2009 is the reorganization of the "2009 Economic Census for Business Frame (basic tabulation)" conducted by the Ministry of Internal Affairs and
Communications.

(2) Significant decrease in the number of employees
The number of employees has considerably decreased, mainly for Small and Micro enterprises. For Small and Micro
enterprises, the number decreased by 1.88 million (17%) in the last decade from 10.98 million (1999) to 9.1 million (2009).
[Figure 2] Transition of the number of employees
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*Figures for the period up to 2006 are the reorganization of the "Statistical Survey of Business Establishments and Corporations" conducted by the Ministry of Internal Affairs and
Communications.
Figure for 2009 is the reorganization of the "2009 Economic Census for Business Frame (basic tabulation)" conducted by the Ministry of Internal Affairs and Communications.
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(3) High number of Small and Micro enterprise bankruptcies
Out of enterprises that went bankrupt, those whose number of employees is four or less account for 66% (two-thirds of the
total) and those whose number of employees is less than 20 account for approximately 93%. Small and Micro enterprises
make up most of enterprises that go bankrupt.

[Figure 3] Rate in the number of enterprises that went bankrupt (by the number of employees)
Enterprises with 20-49
employees:
5.7%

Enterprises with 50-299
employees: 1.7%

Enterprises with 10-19
employees: 10.6%

Enterprises with over 300
employees: 0.1%

Enterprises with 5-9
employees:
15.9%
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66.0%

Source: Bankruptcy White Paper
2010

(4) Low sales and profitability
On the whole, the sales and profitability of Small and Micro enterprises are especially low compared to large and
medium-sized enterprises. For example, as of 2009, the ratios of ordinary income to sales were 3.2% and 1.8% for large
enterprises and medium-sized enterprises, respectively, while the ratio of ordinary income to sales for Small and Micro
enterprises was -0.6%.

[Figure 4] Ratio of ordinary income to sales and sales per capita
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Source: "Financial Statements Statistics of Corporations by Industry" (large enterprises = those capitalized at ¥100 million or more; medium-sized enterprises = those
capitalized at ¥10 million or more but less than ¥100 million; small-sized enterprises = those capitalized at less than ¥10 million)
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2. Importance, Potential, and Diversity of Small and Micro Enterprises
On the whole, Small and Micro enterprises are facing a severe management environment as shown in 1. above. On the
other hand, however, they play an important role in the Japanese economy and local communities, and some of them also
have great potential on an individual company basis. Thus, their conditions are diversified.
(1) Importance of Small and Micro enterprises
(i) For example, taking into account that large enterprises of the day, such as Toyota and Panasonic, achieved growth
originally from small factories, Small and Micro enterprises play an important role as "seedbeds" of enterprises that can
drive the Japanese economy. For example, they may grow into global companies in the future.
(ii) Small and Micro enterprises firmly support the foundation of the Japanese manufacturing industry as important leaders
of the supply chain through supply of parts, etc. in the manufacturing fields, including the automobile industry and electric
and electronic industries and become the sources of competitiveness of industry. This point was strongly reacknowledged
on the occasion of the Great East Japan Earthquake.
(iii) Individual Small and Micro enterprises and shopping districts rooted in communities, including cities and rural areas,
play an important role as entities that firmly support local economy, society, and employment. They create local
employment and are also especially important as the sources of the wealth and sustainability of local communities through
stimulation of new demand and flexible provision of community-based goods and services.
(2) Potential of Small and Micro enterprises
(i) The financial conditions and management power of Small and Micro enterprises are not uniform but varied. In fact, the
profit rate for the top 20% of Small and Micro enterprises is higher than that for the top 20% of medium-sized enterprises.
In addition, the profit rate for the top 10% of Small and Micro enterprises is higher than that for the top 10% of large
enterprises in the same manner. There are high-profit Small and Micro enterprises that exert their potential.

[Figure 5] Comparison of distribution of the ratios of ordinary income to sales by size of enterprise
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(ii) In addition, many Small and Micro enterprises can exert their potential in the domestic and foreign markets. For
example, there is an increasing number of such enterprises that carry forward overseas expansion taking advantage of the
“knowledge, skills and sensibilities that are unique to Japan.”
(Example)
Futaba Ltd.

Edokiriko's Shop Hanashyo Co. Ltd.

Edo

Digital Stream Corporation

faceted

glass
Having advanced into the European market taking

Retaining hand-polished finish and possessing

Having the world's top share for optical pick-up

advantage of traditional techniques of the Edo era

technique of curving delicate patterns. Enjoying

parts for assessment, such as Blu-ray discs, in

(Tokyo Somekomon: kimono with small patterns)

popularity among foreign travelers and bringing

which cutting-edge optical science is applied in

overseas expansion into view.

practice.

(3) Diversity of Small and Micro enterprises
(i) Small and Micro enterprises extend to over 300 types of businesses, including manufacturing business, service business,
hotels and restaurants, and construction business. They are varied in terms of profitability and management power as
mentioned in 2.(2)(i) above as well as the size and the number of employees.
[Figure 6] Composition of types of business of Small and Micro enterprises
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welfare 3.9%

Combined service
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14.3%
1.7%
18.9%
Academic
Wholesale
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Real estate and
research and
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insurance
goods rental
professional and
businesses 9.4% businesses 0.9%
technical service Source: Ministry
of Internal Affairs and Communications,
businesses 4.8% "2009 Economic Census for Business Frame"

<Definition of small-sized enterprise> (Article 2 of the Small and Medium-sized Enterprise Basic Act)
Business operators whose number of employees is basically 20 or less (five or less for commerce/service business)

(ii) Their management policies are also varied, including provision of employment opportunities, contribution to society,
and succession of family business. Therefore, their management is oriented in diversified directions. For example, there are
enterprises that conduct growth-oriented businesses with the aim of pioneering new fields and expanding business and
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those which are rooted in the regional economy, including cities and rural areas, and aim at stable management..

[Figure 7] SMEs' management policies
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(iii) With regard to the form of management, there are a variety of situations, including management by elderly managers,
joint management by elderly and middle-aged or young managers, management by middle-aged or young managers, and
management by young managers just after inauguration of business.
As small-sized enterprises are varied in terms of the stage, form, and orientation, detailed measures
according to the actual conditions of individual small-sized enterprises are required.

3. Management Problems of SMEs and Micro Enterprises
While the domestic and foreign environments surrounding SMEs are growing increasingly severe, individual enterprises
face wide-ranging management problems on a daily basis, and such problems are also growing increasingly complicated and
sophisticated.
(1) Management problems
(i) Management support system: Detailed management support corresponding to various problems and needs for
consultation
(ii) Human resources: Securing of excellent human resources, etc.
(iii) Market development and transactions: Market development, including overseas expansion, ensuring of proper and
stricter subcontract transactions, etc.
(iv) Technical capabilities: Improvement of technical capabilities, succession of techniques and skills, etc.
(v) Fund procurement: Depending on indirect financing from local financial institutions, etc. with a low capital adequacy
ratio; Development of procurement methods according to needs, including procurement of funds in the form of capital, is
required.
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(2) Exertion of the vitality of young people and women who will take a leading role in the next generation
Development of an environment to enable young people and women who will take a leading role in SMEs and Micro
enterprises in the future to exert their vitality
− Promotion of business start-ups and inauguration by young people and women
− Promotion of young people's participation in management and facilitation of a generation shift
− Development of a pleasant working environment for women, etc.

(3) SMEs and Micro enterprises (shopping districts, etc.) in communities
− Revitalization of shopping districts, etc. that support local communities
− Creation and strengthening of links of transactions in communities

4. Evaluation of Past SME Policies (Review)
(1) Through the revision of the Small and Medium-sized Enterprise Basic Act in 1999, the past SME policies rather tended to
focus on relatively large enterprises (medium-sized enterprises) among SME and Micro enterprises. Therefore, the policy
system is not necessarily to be one that firmly focuses on Small and Micro enterprises. In addition, existing support measures
(subsidies, etc.) are sometimes not based on systems and operations that are easily usable for Small and Micro enterprises.
Therefore, there are points to be reviewed.
(2) While Small and Micro enterprises have various stages, forms, and orientations, current support measures for Small and
Micro enterprises center on uniform underlying support measures, such as the uniform ceiling on loans (¥15 million), the
Managerial Improvement Loans (called Marukeiyushi) based on a uniform interest rate (-0.3% from the basic interest rate),
and the facility introduction funds system for Small and Micro business operators, etc. It can thus hardly be said that detailed
support measures according to the actual conditions of individual enterprises have been taken.
(3) There is the situation in which existing management support organizations and small and medium enterprise management
consultants that have originally been expected to provide detailed management support to SMEs and Micro enterprises are not
necessarily able to fulfill the appropriate management support function while exerting their expertise under the conditions
where the management problems of SMEs and Micro enterprises are becoming increasingly complicated, sophisticated, and
specialized.
(4) It is necessary to verify whether sufficient measures have been taken for medium-sized enterprises without any omission.
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Chapter 2 Basic Ideas toward Restructuring SME and Micro Enterprise Policies
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1. Objectives of SME and Micro Enterprise Policies
(1) In the situation where SMEs and Micro enterprises have various stages, forms, and orientations, it is important to provide,
through SME policies, support for growth-oriented enterprises that aim at pioneering new fields and expanding business in
making rapid progress. On the other hand, it is also important to provide support so that enterprises which are rooted in the
regional economy, including cities and rural areas, and aiming at stable management can implement their businesses with
vitality.
(2) At this council, there was an opinion that, "It is important not only that Small and Micro enterprises become large
enterprises but also that many Small and Micro enterprises support communities and society." Common understanding was
basically gained on such opinion.
(3) In light of these, the policy objectives in planning and implementing SME and Micro enterprise policies are roughly
organized into the following two.
(i) Driving the economic growth of Japan with a view to the global market by becoming seeds of new industries and by
other means ( support for growth-oriented enterprises)
(ii) Firmly supporting local employment and society, including cities and rural areas, and spreading vitality and richness
throughout Japan (SMEs and Micro enterprises can conduct detailed activities in a flexible and mobile manner as they are
small) ( support for regional demand creation-based enterprises)

2. Restructuring the System of Measures into One that Firmly Focuses on Small and Micro Enterprises
(1) In restructuring SME and Micro enterprise policies, it is important to restructure the system of measures into one that
firmly focuses on Small and Micro enterprises by reviewing past SME policies with sincerity.
(2) In doing so, it is important not only to create new measures that are easily usable for Small and Micro enterprises but also
to drastically review each existing support measure (subsidiaries, etc.) by sincerely listening to the opinions of Small and
Micro enterprises, such as "the support period is short," "the scope of the subject of support is narrow," "the amount is
excessively large and inconvenient," and "the procedures are cumbersome."
<Opinions at this council>
○ The current SME policies are for large SMEs after all. Support measures for small-sized enterprises should
be taken without fail (at the first general assembly).
○ The current subsidy system is difficult for small-sized business operators to use due to cumbersome
paperwork and the large scale of the amount (at a regional meeting).
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3. Detailed Support according to the Actual Conditions of Small and Micro Enterprises which Have Various Stages, Forms,
and Orientations
(1) Despite the extreme diversity of Small and Micro enterprises, detailed measures have actually not been taken in the past.
For example, past support measures for Small and Micro enterprises focused on uniform underlying support measures.
(2) In the future, it is necessary to take detailed support measures according to the actual conditions of individual Small and
Micro enterprises which have various stages, forms, and orientations by drastically reviewing such past policy system.
It is necessary to examine and implement the elaborating and strengthening of the position of
small-sized enterprises under the Small and Medium-sized Enterprise Basic Act from the perspectives
mentioned in 2. and 3. above.
* Regarding small-sized enterprises, the current Small and Medium-sized Enterprise Basic Act only
includes provisions on consideration in Article 8 as follows.
(Consideration to Small-sized Enterprises)
Article 8: In taking measures for SMEs targeting small-sized business operators, the State shall make
efforts for the development and improvement of the management of small-sized enterprises in light of
the conditions of small-sized business operators which often have special difficulty in securing
management resources and shall also give necessary considerations in relation to finance, tax systems
and other matters according to the financial conditions of small-sized enterprises.

4. Steady Implementation of Support for Medium-sized Enterprises
Regarding support for medium-sized enterprises that drive the economic growth of Japan, it is also necessary to verify
whether the existing support measures are sufficient and to continue to steadily take support measures.
5. Importance of Independence, Self-Support, and Efforts of SMEs and Micro Enterprises Themselves which Receive
Support
(1) Many opinions that emphasize the importance of the efforts and discipline of enterprises that receive support were
expressed at this council. Example opinions are as follows: "The support system is good but it is best for SMEs and Micro
enterprises to be on their own, independently run, and maintain themselves"; "The attitude of us, managers, who request
support is also very important"; "SME managers always request support, but it is necessary for them to feel their own
obligations, including protection of employment, a little more properly"; "It is requested to create a mechanism related to how
much responsibility as many as four million managers have in running businesses."
(2) In light of these opinions, it is important for the government to make efforts to realize an economic society in which SMEs
can valiantly take challenges, under the principles of the Small and Medium Enterprise Charter. It is also important for SMEs
and Micro enterprises not only to request support through a policy but also to make the best effort to unlock their own future
and cut their own way through independence, self-support, and efforts and to become the driving force of the economy and
the leading players of society.
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Chapter 3 Specific Policies
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1. Detailed Response to Management Problems
(1) Management support system
(i) Amid unprecedented significant changes in the domestic and foreign environments surrounding SMEs and Micro
enterprises, including decrease in domestic demand incidental to the declining birthrate and aging population, the rise of
emerging countries, changes in the transaction structure due to overseas expansion of large enterprises, earthquake disasters,
and the appreciating yen, Small and Micro enterprises' needs for management support are becoming increasingly
complicated, sophisticated, and specialized.
(ii) There are a variety of management problems, including overseas expansion aiming at acquiring the markets of
emerging countries, streamlining and addition of high value for surviving in the situation of decreasing domestic demand,
improvement of technical capabilities to win competitive battles with companies in emerging countries, cultivation of new
markets by own brands incidental to the overseas expansion of the parent company, and quality maintenance with
consideration given to the environment and safety. In addition, all of these problems require solutions supported by
expertise.
(iii) Under such circumstances, it is necessary to restructure the management support system into one that can sensitively
respond to the management problems and needs for consultation, which are becoming increasingly complicated,
sophisticated, and specialized.

[Figure 8] Persons with which SME managers facing management problems consult
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Source:2008White Paper on Small and Medium Enterprises in Japan
Notes:Professionals from public organizations include societies of commerce and industry/chambers of commerce and
industry.

(iv) For this reason, it is necessary to newly promote the following efforts in concrete form in order to restructure and
radically strengthen the management support system for Small and Micro enterprises.
(a) Establishment of a new “Knowledge Support” platform (radical strengthening of knowledge support)
A new mechanism will be established whereby practical and living knowledge that is necessary at the stages of
starting a business, stabilization, growth, and succession can be smoothly shared among business operators,
entrepreneurs, and successors who are highly motivated but do not have sufficient knowledge.
Thereby, it will be made possible for persons who have trouble with starting or succeeding business to solve the
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troubles through consultation with persons around them on a regional basis.
Such a mechanism is to be established centering on highly-conscious and high-quality advisors, persons who
have experience in start-up or succeeding business (more experienced managers), persons who have experience in
management support, etc. Participation in the mechanism will not be in units of organizations, but the mechanism
will be composed of and operated based on a new idea and be comprised of an aggregation of highly-motivated
individuals.
[Figure 9] Chart of a new knowledge support platform
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In addition to the establishment of the aforementioned new platform, support for opening in terms of finance
(capital subscription, loan, etc.), etc. will be provided to persons who intend to launch a new highly-conscious and
high-quality management support organization (NPO, etc.).
(b) Making the rating and abilities of management support organizations visible and publicizing them
A mechanism of rating and widely publicizing the abilities and achievements of management support organizations
will be established so that SMEs and Micro enterprises can easily recognize and identify management support
organizations with higher ratings and abilities and ask for support (establishment of the rating system for management
support organizations).
(c) Revitalization and strengthening of the management support functions of existing organizations, such as
Commercial and Industrial Associations, Chamber of Commerce and Industry, Federations of Small Business
Associations, the Organization for Small & Medium Enterprises and Regional Innovation , etc.
Commercial and Industrial Associations, Chamber of Commerce and Industry, and Federations of Small Business
Associations which have played a leading role in management support for SMEs and Micro enterprises in the past are
pointed out as being unable to necessarily sufficiently respond to increasingly complicated and sophisticated
consultations by SMEs and Micro enterprises.
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[Figure 10] Conditions of management consultations by SME and Micro enterprise managers
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Source: Entrusted by the Small and Medium Enterprise Agency, "Actual Condition Survey on Business Judgments of Small and Medium-sized Enterprise Managers" (December 2011,
Nomura Research Institute, Ltd.)

For this reason, it is necessary for existing organizations, including commercial and industrial associations,
chambers of commerce and industry, federations of small business associations, and the Organization for Small &
Medium Enterprises and Regional Innovation, to revitalize and strengthen their own management support functions
through the following efforts.
(i) Drastic improvement of field search ability and recognition
(ii) Strengthening of functions of commercial and industrial associations, chambers of commerce and industry,
federations of small business associations, the participation of external professionals, such as certified public tax
accountants, etc., development of management support beyond districts, etc. through introduction of members
outside the district, etc.)
(d) Increasing the expertise of SME management consultants, etc.
The SME management consultant system has contributed to raising the level of SMEs in Japan since its
establishment in 1948 (the number of registered SME management consultants is approximately 18,000 (as of June
2011)).
On the other hand, the following points are pointed out regarding the said system.
－ Is the system one that can precisely respond to increasingly complicated, sophisticated, and specialized needs
for management support?
－ Despite the diversity of the affiliations and specialized fields of consultants, is the mechanism not one that
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enables Small and Micro enterprises to easily choose consultants who meet their own needs?
－ Consultants can renew their qualification every five years by conducting operations, etc. for a period of 30
days or more within that five-year period. However, is the ability of qualified consultants maintained in an
appropriate manner?
To respond to these points, it is necessary not only to increase the expertise of SME management consultants but
also to drastically review the system to change it into an effective one that meets the needs and required level of the day
by specifying and clearly expressing their specialized fields so that Small and Micro enterprises can easily choose
consultants who meet their own needs.
In addition, it is important to nurture young professionals, including certified public tax accounts, certified public
accountants, lawyers, and public consultants on social and labor insurance, who are expected to play a greater role in
strengthening management support for SMEs and Micro enterprises in the future.
It is necessary for associations of licensed professionals, such as certified public tax accountants, certified public
accountants, and lawyers, and small business associations, etc. to sufficiently collaborate with each other in order to
enrich support for SMEs and Micro enterprises.
(e) Management support utilizing the IT cloud
It is essential for SMEs and Micro enterprises to accurately understand and analyze their own financial conditions in
order to improve their management power and realize smooth fund procurement (accomplishment of accountability to
financial institutions, etc.). IT is an effective means thereof.
It is necessary to spread IT utilization for improving management and profits and cultivating the market, in addition
to simplification of operations (simplification of booking: booking software on the Internet called “Net de Kicho”). For
this reason, new effective measures for spreading such IT utilization will be examined and brought into shape.

[Figure 11] Example of IT utilization

Relationship banking

Management
support based
on data

SMEs

Cultivation of the
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Internet shopping site

Internet
Statistical processing data
BS/PL

Personnel data

・・・

Product
data

Cloud DB

(f) Act on Supporting Small Business by Commerce and Industry Association and Chamber of Commerce and Industry
(Act No. 51 of 1993)
This Act was enacted in 1993 to provide support for Small and Micro enterprise support programs implemented by
commercial and industrial associations and chambers of commerce and industry, and it consists of the following three

18

pillars:
(i) Management improvement dissemination program (support for management guidance, etc. implemented by
commerce and industry associations and chambers of commerce and industry)
(ii) Infrastructure facility program (support for the development of joint facilities implemented by commerce and
industry associations and chambers of commerce and industry )
(iii) Collaboration program (support for the implementation of training and exhibitions, etc. through commerce and
industry associations and chambers of commerce and industry)
However, the program mentioned in (ii) above was actually used for only 50 cases during the period of approximately
20 years after the enforcement of the Act in 1993 while the collaboration program mentioned in (iii) above has not
actually been used during said period. Therefore, it is pointed out that the system does not precisely meet the needs of
Small and Micro enterprises.
In light of these actual conditions, regarding the programs mentioned in (ii) and (iii), it is appropriate to review the
system to change it into one that does not indirectly support Small and Micro enterprises through small business
associations but directly supports Small and Micro enterprises, putting emphasis on direct assistance to Small and
Micro enterprises.
In addition, regarding the program mentioned in (i), the national government can subsidize prefectural governments.
However, there is no longer any national government subsidy due to a series of transfers of control of Small and Micro
enterprise-related budgets from the national government to prefectural governments. Regarding (i), policy evaluation
will be conducted, comprehensively taking recent changes in the conditions, etc. into account, and necessary review
will be made.
(g) Steady and prompt implementation of the SME Business Capabilities Enhancement Support Bill
The management support system for Small and Micro enterprises will be enriched in concrete form by steadily and
promptly putting into force the bill for the SME Business Capabilities Enhancement Support Bill, which is designed to
diversify and vitalize those who take a leading role in management support. Management support for Small and Micro
enterprises by financial institutions (“relationship banking”) will be promoted through the enforcement of said Act and
the Comprehensive Guidelines for Supervision of Small- and Medium-sized and Regional Financial Institutions that
was partially revised by the Financial Services Agency in May 2011.

(2) Human resources
One of the most important management resources for SMEs and Micro enterprises is "human resources." The power to
start up and inaugurate businesses, the power to conquer corporate difficulties, the power to create new products and services,
and the power to succeed and revitalize businesses totally originate from human resources. How to secure human resources is
a very important issue.
(i) Securing, development, and settlement of human resources through unified regional efforts and enrichment of internship
programs
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(a) While SMEs and Micro enterprises have a strong need for securing young human resources, students are strongly
oriented toward large enterprises. The mismatch in the employment of young human resources has thus yet to be
resolved. In addition, the average age of employees of SMEs and Micro enterprises is rising. The securing, development,
and settlement of excellent young human resources that support enterprises is thus an important issue.
(b) Support for SMEs in securing young human resources through on-the-job training designed to have new graduates,
etc. acquire skills, etc. (internship programs) has been implemented on a scale of 15,000 persons in total. The
employment rate of approximately 40% has been realized, achieving certain results. In addition, in fiscal 2011, the
program was additionally implemented on a scale of 1,000 persons, mainly in the area stricken by the Great East Japan
Earthquake.
(c) Moreover, consistent support is now provided for (i) building of a face-to-face relationship between students and
SMEs and Micro enterprises, (ii) matching of students and SMEs and Micro enterprises, and (iii) recruitment and
settlement of new graduates through uniform regional efforts, in order that SMEs and Micro enterprises can secure and
settle excellent human resources (fiscal 2011 budget: ¥1.5 billion; the program was implemented at about 25 locations).

Step 1

Building a relationship with universities, students, etc. (e.g., on-site lectures by
skilled workers and exchange meetings with young employees)

Step 2
Step 3

Matching (e.g., joint job festivals and employment placement)
Support for the development and settlement of human resources through
unified regional efforts (e.g., training for new graduates in units of
communities, training for step-up, and mental care counseling)

(d) In order to resolve the mismatch in the employment of young people, it is appropriate to develop the consistent
support system, which is based on uniform regional efforts and designed to promote securing, development, and
settlement of excellent young human resources at SMEs and Micro enterprises, as mentioned in (c) above, on a
nationwide and large scale, as well as to further enrich the internship program mentioned in (b) above.
(e) Moreover, from the perspective of securing excellent young human resources, it is necessary to increase the name
recognition of excellent enterprises, for example, by clearly demonstrating enterprises that take an active stance toward
overseas expansion and cultivation of the market, etc. and enterprises that have the world's top share based on excellent
technology on the Internet, etc. as attractive small businesses (improving the name recognition of small businesses by a
guide like the "Small Business Michelin" of excellent enterprises).

(ii) Career education in school, etc.
(a) At this council, many members expressed the opinion that it is important to enrich career education, which conveys
the attractiveness of working for SMEs and Micro enterprises as well as the attractiveness of the management and
managers of SMEs and Micro enterprises in the early stages, in school education. This idea should be brought into shape
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through collaboration with the Ministry of Education, Culture, Sports, Science and Technology and other related
ministries and agencies. In addition, follow-up on students by the schools from which they graduated (universities, etc.)
after employment is also important for the settlement of students in enterprises. It is important to promote such efforts.
(b) Moreover, it is also important for SMEs and Micro enterprises to take in disabled and aged workers who constitute a
potential labor force in local communities but whose abilities have not been necessarily sufficiently exerted and to lead to
the improvement of productivity and strengthening of management power. It is thus necessary to consider effective
measures to promote such activities.
(c) Furthermore, it is also important to develop and improve the abilities of managers, for example, through acquisition of
knowledge on accounting, etc. by managers.

(3) Market development / transactions
(i) Market development
(a) Changes in the transaction structure
The domestic transaction structure surrounding SMEs and Micro enterprises is significantly changing due to
decrease in domestic demand and overseas expansion of large enterprises, etc. against the backdrop of the declining
birthrate and aging population, the rise of emerging countries, the appreciating yen, earthquake disasters, etc. Past
management, which has depended on large enterprises for sales channels, etc., reached a limit, and regional transactions
and transactions at industrial clusters are also on the decrease.
[Figure 12] Current conditions surrounding changes in the transaction structure

[Problems faced by SMEs]
Decline of sales due to
economic…

65.5%

Decline of domestic
demand
Increased costs due to
high…
Increased hiring
difficulties
Increased competition
due to globalization

54.1%
31.1%

Kobe Shimbun (October 20, 2011)
Recently published withdrawals of enterprises
・ Akita and Yamagata Prefectures: TDK's closing

22.7%

seven plants

22.0%

・ Amagasaki City, Hyogo Prefecture: Panasonic's

Source:MRI,Questionnaire Survey of
Enterprises Supporting
Industries and Communities (November

closing Amagasaki plant
・ Kitakyushu City, Fukuoka Prefecture: Toshiba's
closing Kitakyushu plant
・ Hioki City, Kagoshima Prefecture: Panasonic's
publishing withdrawal of a plant
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(b) New efforts for market development in light of changes in the transaction structure
Market development is becoming an important issue more than ever amid decrease in domestic demand and changes
in the transaction structures. On the other hand, however, SMEs and Micro enterprises have many difficulties in terms of
adaptability.
[Figure 13] Problems in the expansion of the market
[Challenges to be addressed (SMEs)]

[First-hand opinions from the field]

Stimulating new demand

54.1%

・ As we have totally depended on large

Adding high value to existing

48.2%

enterprises for facilities, materials, and
manufacturing processes in the past, we do not

businesses
Developing new businesses

have development and sales and marketing

54.1%

Source: Entrusted by the Small and Medium

functions in-house (manufacturing business:

Enterprise Agency, "Questionnaire Survey

Kyushu ).

Supporting Industry and Living (November

・ Our weak point is sales and marketing. We hear
that good sales and marketing personnel are not

2010)," Mitsubishi Research Institute, Inc.

gathering in SMEs. The same also applies to our
company. (Software development: Kanto)

The following support measures have mainly been implemented as those for the cultivation of the market in the past:
－New Business Activity Promotion Support Program (fiscal 2012: ¥2 billion)
Subsidizing the development of new products and market (making presentations in exhibitions, etc.) by
business operators which have been approved as the subject of programs for new collaboration,
collaboration between agriculture, commerce, and industry, and regional resource utilization.
－ Coordinated market development (Organization for Small & Medium Enterprises and Regional Innovation)
Implementing marketing planning and test marketing (around 70 cases annually)
However, as the requests for expansion of the market now faced by SMEs and Micro enterprises are based on
internal and external structural changes, such conventional support measures cannot be regarded as sufficient. Essential
efforts to promote changes that will also lead to the structural transformation of enterprises are rather required amid
significant structural changes.
For this reason, it is necessary to support the efforts of SMEs and Micro enterprises, which have been forced to lose
or scale down their markets amid the decrease in domestic demand and changes in the transaction structure, for
cultivating new markets by themselves (marketing, development of new products, development of mass production
systems, etc.) in a concentrated manner (creation of a subsidy system).
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In addition, improvement of the recognition of products and services and their correct rating are important for the
acquisition of a market. It is thus necessary to consider and implement measures to bring them into shape.
As mentioned above, it is also necessary to spread IT utilization for the cultivation of the market.
(c) Further promotion of overseas expansion
While changes in the transaction structure are accelerating, it is necessary to further promote overseas expansion,
taking advantage of the knowledge, skills and sensibilities that are unique to Japan, in order to incorporate the growth of
the burgeoning markets of emerging countries.
The overseas expansion of SMEs and Micro enterprises will eventually result in the expansion of domestic
employment. (See the following figure.)

[Figure 14] Enterprises expanding overseas that realize the expansion of domestic employment
Increase in employment was eventually realized.

The premise is the provision of support for overseas expansion that will lead to the economic growth
of Japan, including overseas expansion with the bases maintained within Japan.
On the other hand, there are many problems with SMEs and Micro enterprises' promoting overseas expansion.
[Figure 15] Reasons for hesitating to promote overseas expansion
Too busy with
domestic operations
Insufficient knowledge
of international business
Cannot secure HR in
Japan…
Insufficient
financing,etc.
Worried about
domestic prospects
Cannot acquire
customers…
Cannot secure necessary
HR overseas

32.3%
27.9%
19.5%
18.7%
16.9%
14.1%
10.9%

Source: Questionnaire Survey on the Actual Conditions of Globalization of Small and Medium-sized Enterprises
(December 2009), Mitsubishi UFJ Research and Consulting Co., Ltd.

Past efforts
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－ Establishment of The Conference on Supporting SMEs in Overseas Business (chairperson: Minister of Economy,
Trade and Industry) (October 2010)
－Framework for Supporting SMEs in Overseas Business (formulated in June 2011; revised in March 2012)
－ Establishment of an all-Japan support system consisting of related ministries and agencies (Ministry of Foreign
Affairs, Ministry of Agriculture, Forestry and Fisheries, and Financial Services Agency) and organizations (the Japan
Federation of Bar Associations, JICA, etc. as new participants)
<Individual support measures>
− Support by JETRO and the Organization for Small & Medium Enterprises and Regional Innovation (support for
making presentations in exhibitions, invitation of buyers, expert advice, etc.) (fiscal 2012: ¥2.8 billion)
− “JAPAN Brand” Development Assistance Program (fiscal 2012: ¥400 million)
− Overseas expansion funds (financing mechanism)
− Support for capital reinforcement by SMEs that promote overseas expansion (fiscal 2012; ¥2.4 billion), etc.
Future efforts
As certain frameworks and support measures for overseas expansion have been developed and taken in the past, it is
now at the stage of getting specific results through (i) strengthening of practical discovery that will lead to specific overseas
expansion and support, etc. and (ii) further development of support measures and system improvements.
a. Thorough discovery of enterprises and detailed support
－ The discovery of SMEs and Micro enterprises that have promising products and technology that take advantage of
the knowledge, skills and sensibilities that are unique to Japan will be further promoted.
－ Detailed support (for example, provision of information, feasibility study, and appropriate expert support) according
to the circumstances of individual enterprises will be provided to discovered enterprises in a concentrated manner.
－ Measures to improve recognition overseas will be taken, and the one-stop support system will be enriched from the
standpoint of SMEs and Micro enterprises.
b. Overseas expansion through regional collaboration and collaboration by type of business
－ A new mechanism (subsidy system) to support efforts for overseas expansion through regional collaboration and
collaboration by type of business with the use of regional strengths (industrial clusters, regional resources, etc.) will be
created in light of the limited management resources of SMEs and Micro enterprises. For example, regarding regional
clusters, a new mechanism will be developed based on a scheme such as the “Strategic Cluster Plan for SME Overseas
Expansion (tentative name)."
c. Realization of local stable operation
－ It is necessary to further enrich support for local production and sales activities (development of the business
environment). Specifically, the government will lead the way in marketing products, and will obtain incentives and
measures to develop the business environment from trade partner countries through intergovernmental negotiations.
The government will also promote collaboration between support organizations in Japan and those in trade partner
countries, on-site collaboration among related Japanese organizations overseas, including embassies, JETRO, and JICA,
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and utilization of international networks of licensed professionals, such as lawyers.
d. Reinforcement of capital subscription
－ When SMEs and Micro enterprises with little equity capital implement overseas expansion, financing from a
longer-term perspective is required. Measures to realize such financing will be considered and implemented, including
system reforms.
e. Improvement of operations of systems
－ At this council, for example, there was the opinion that "Although the support period for the JAPAN Brand Project
is three years, longer-term support, such as five-year support, is required in order to actually put overseas expansion on
track; therefore, the support period should be prolonged." Consequently, operation of support measures for overseas
expansion will be improved according to actual conditions, including prolonging the support period.
(ii) Transactions
(a) Actual conditions of transactions (including subcontract transactions)
Amid changes in the transaction structure due to decrease in domestic demand and overseas transfer of large
enterprises, etc., the bargaining power of SMEs and Micro enterprises is not strong in terms of price and risk on inventory,
etc., and the transaction environment is still severe.
In addition, works ordered by large enterprises, etc. to SMEs and Micro enterprises are decreasing in response to
overseas transfer due to the appreciating yen, etc.

[Figure 16] Decreasing trend of subcontract transactions, etc.
[Transition of the amount of works subcontracted to SMEs and small-sized
enterprises and the number of subcontracting enterprises]
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The needs for subcontractors have changed, and main subcontracting entrepreneurs have come to put more emphasis
on the ability to plan and propose new technology, etc. aside from costs.
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[Figure 17] What main subcontracting entrepreneurs expect of subcontractors
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(b) Actual conditions of ensuring proper subcontract transactions, etc.
The number of violations of the Act against Delay in Payment of Subcontract Proceeds, Etc. to Subcontractors has not
decreased.
[Figure 18] Transition of the number of violations of the Act against Delay in Payment of Subcontract Proceeds, Etc. to
Subcontractors
ation (Japan Fair

Trade

(Small an

Medium d

Guidance

etc. (Small and

Medium

Reporting

Documentary

investigation

Fiscal

396,507

209

1,117

12,278

4

15

466,668

172

1,052

13,285

2

15

497,800

196

1,224

17,135

4

15

2008
Fiscal
2009

Fiscal
2010

Most of the violations seem to be due to insufficient recognition of the Act against Delay in Payment of Subcontract
Proceeds, Etc. to Subcontractors of the responsible persons of main subcontracting entrepreneurs.

[Figure 19] Degree of recognition of the Act against Delay in Payment of Subcontract Proceeds, Etc. to Subcontractors
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Regarding construction business, on-site inspections, etc. were conducted for 1,053 cases and recommendations and
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other measures were implemented therefore based on the Construction Business Act. (Number of cases subject to
recommendation: 426) [Ministry of Land, Infrastructure, Transport and Tourism].
(c) Response to ensuring proper transactions
Response to violations due to main subcontracting entrepreneurs' insufficient recognition
The compliance systems of main subcontracting entrepreneurs are not necessarily sufficiently developed. It is thus
necessary to promptly develop such systems.

[Figure 20] Status of development of the compliance system at main subcontracting entrepreneurs
69.7%
0%

10%

20%

30%

15.9%
40%

50%

60%

70%

14.3%

80%

90%

100%

Already developed the system
Plans to develop the system in the future
Has not developed the system and does not plan to do so in the future
Source: Survey on Improvement of Order System and Other Transaction Conditions (Small and Medium Enterprise Agency)

Response to violations by malicious main subcontracting entrepreneurs
The present state is not necessarily an environment in which it is easy for SMEs and Micro enterprises to consult.
Therefore, it is necessary to develop such an environment.
[Figure 21] Number of cases of subcontractors consulting with the subcontractor rescue organization (Small and Medium
Enterprise Agency)
[Figure 22] Recognition of the subcontractor rescue organization
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It is appropriate to review the system if necessary by investigating and considering whether it is necessary to expand
the subject of regulation to other transactions and what scope is appropriate in the case of expanding the subject of
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regulation as well as by sufficiently verifying whether malicious main subcontracting entrepreneurs are regulated to a
sufficient extent.
(For example, in the distribution field, etc., the subject of regulation is limited to consignment of manufacturing of private
brand products, etc., but is it necessary to expand the subject to include general-purpose products?)

[Figure 23] Subject of regulation under the current Act against Delay in Payment of Subcontract Proceeds, Etc. to
Subcontractors
<Content of consigned operations>

<Size of capital>

a. Manufacturing and repairing of articles, preparation of

(i) Placement of an order by an enterprise with capital of over ¥300 million to

information-based products (programs), and provision of

an enterprise with capital of ¥300 million or less

services (transportation, warehouse, and information

(ii) Placement of an order by an enterprise with capital of over ¥10 million but

processing)

¥300 million or less to an enterprise with capital of ¥10 million or less
(iii) Placement of an order by an enterprise with capital of over ¥50 million to

b. Preparation of other information-based products and

an enterprise with capital of ¥50 million or less

provision of other services

(iv) Placement of an order by an enterprise with capital of over ¥10 million
but ¥50 million or less to an enterprise with capital of ¥10 million or less

(d) Response to the promotion of subcontractors, etc.
The Act on the Promotion of Subcontracting Small and Medium-sized Enterprises (Act No. 145 of 1970) was enacted
for the purpose of promoting subcontractors. The Act is to provide support for businesses on which a main subcontracting
entrepreneur and its subcontractor jointly work. However, there has been no business approved under said Act since fiscal
1994, and the Act is not necessarily a system of law that meets the actual conditions and needs.
On the other hand, taking into account the situation surrounding subcontracting SMEs, it seems to be possible to
increase the potential and productivity of subcontracting SMEs, for example, by promoting the following efforts:
(i) Utilization of the groups of SMEs and Micro enterprises
The potential of SMEs and Micro enterprises can be further increased on the basis of horizontal connection among
community-based SMEs and Micro enterprises, in addition to vertical connection among financial institutions, licensed
professionals, such as certified public tax accountants, certified public accountants, and lawyers, public support
organizations, etc.
(ii) Increase of productivity
Amid the progress of computerization of production sites, it could be considered to further increase the productivity
of each enterprise through support by external personnel and utilization of young people who are accustomed to using
information and communications equipment.
For this reason, it is appropriate to drastically review the Act on the Promotion of Subcontracting Small and
Medium-sized Enterprises with the aforementioned efforts in mind and in light of the status of other acts, etc. that support
SMEs and Micro enterprises. For example, the review includes the creation of support to promote horizontal collaboration
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among SMEs and Micro enterprises.
(4) Technology
It is important to firmly carry out the improvement and succession of technical capabilities as well as succession of
businesses in addition to the development of human resources and the market in order that SMEs and Micro enterprises in
Japan exert their potential and fundamental strengths in the severe international competitive environment and carry forward
businesses with vitality.
(i) Further improvement of technical capabilities
(a) In the field of core manufacturing technology, emerging countries are intensively chasing Japan, and the battle to
capture the expanding overseas market is increasingly intensifying. Under such circumstances, further strengthening of
technical capabilities is necessary for Japan's winning international competition in the field of manufacturing technology.
(b) At present, development of core manufacturing technology in 22 fields, including casting and cutting work, is
supported through “Subsidies for projects to promote the enhancement of manufacturing technology for small and
medium enterprises (SMEs)” (fiscal 2012 budget: ¥13.2 billion), and development of technology for preventing outflow
of technology, etc. is supported through the Global Technology Collaboration Project (fiscal 2012 new budget: ¥600
million).
(c) However, these projects are pointed out as difficult to utilize for Small and Micro enterprises. For example, there are
opinions that "Small and Micro enterprises' operations are hard to adopt due to competition with medium-sized
enterprises," that "it is difficult for Small and Micro enterprises to apply for very advanced technology development," and
that "the scale of support is excessively large." In fact, for example, looking at the past record of operations adopted under
the Supporting Industry Project, the rate of Small and Micro enterprises' operations adopted is low as shown below:
[Figure 24] Past record of operations adopted under the Supporting Industry Project
Fiscal 2010-2011

Total

Of which, Small and Micro
enterprises

No. of plans approved

1,517

656 （43.2%）

No. of operations adopted

570

164 （28.8%）

(d) Therefore, it is necessary to create a new subsidization system to support the development of technology and trial
production, for the size of operations, period of operations, and technology genre that are easy to utilize for Small and
Micro enterprises (creation of the "Immediate Technology Development Support Project for Small and Micro
Enterprises"). In addition, for the aforementioned existing two projects, necessary review of their operations will be
conducted, including giving consideration to the size of operations, etc. that are easy to utilize for Small and Micro
enterprises in order to promote utilization by Small and Micro enterprises to a maximum extent, and a system to provide
detailed support for adoption will be developed. Regarding the Supporting Industry Project, whether the fields subject to
support are appropriate will be carefully examined again in light of needs.
(e) In addition to the aforementioned problem of technical capabilities of individual enterprises, manufacturing industrial
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clusters in Japan are collapsing due to the hollowing-out of industry and the decrease in intra-regional accommodations of
transactions. Under such circumstances, deterioration in competitiveness is being further accelerated. For example,
unfinished accepted orders arise due to decrease in cooperative enterprises and weakening of networks.
* For example, enterprises with nine or less employees account for 80% in Ota Ward, Tokyo. At present, the number of enterprises
decreased by half compared to the peak in 1983. “Only One” enterprises are also scattered and lost. In addition, enterprises with nine or less
employees also account for 90% in Sumida Ward, Tokyo. At present, the number of enterprises decreased to one-third compared to the
peak in 1970.

Therefore, as it is important to establish and strengthen collaboration among Small and Micro manufacturing enterprises in
communities, specific measures to effectively support relevant efforts will be considered and implemented.
(f) Moreover, it is important to firmly protect and utilize the strengths of technology and designs as intellectual property in
order that SMEs and Micro enterprises in Japan can win in global competition.

(ii) Succession of technology and skills
(a) In order that Japan can continue to win in international competition in manufacturing technology, it is necessary to steadily
pass on the technology, skills, and wisdom that have been accumulated in enterprises and people to the next generation.
However, in fact, human resources and funds for passing them on are insufficient, and it is actually not necessarily going well.

[Figure 25] Harsh conditions surrounding passing on of technology and skills
Actual conditions of efforts to have skills
passed on from experienced employees to
young employees

Not making efforts
7.3%

Making efforts and
efforts are going well
29.4%
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Source: the Japan Finance Corporation for Small
and Medium Enterprise (JASME)
The 193rd Trende Survey of SMEs (2007)

<Opinions of business operators>
Advanced works are increasing, and the dependence and
burden on specific skilled workers are increasing.
→ It is becoming more difficult to develop young
workers.
Managers often do not necessarily know appropriate
methodology.
The level of manufacturing skills of young workers
is declining.
→ It is necessary to improve basic manufacturing skills.
→ Know-how is necessary, and costs are required.

(b) Therefore, the Ministry of Health, Labour and Welfare, the Ministry of Education, Culture, Sports, Science and
Technology, and the Ministry of Economy, Trade and Industry are collaborating with each other to consider and implement
the following comprehensive support to promote the passing on of technology and skills:
− System development: Training at external training organizations (expanding vocational and educational training to that
using the training facilities of large enterprises), creation of a meister system to teach technology and skills to be passed on
to the next generation, preparation of a company-wide guidebook for succession of technology and skills, improvement of
the teaching ability of skilled workers, etc.
− Utilization of external resources: Community-based training utilizing the facilities, instructors, etc. of local universities,
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technical colleges, industrial support organizations, etc.
− Steady securing of manufacturing human resources: Promotion of the activities of enterprises, organizations, NPOs,
associations, etc. which conduct all processes from the training of basic technical capabilities and basic skills to on-site
apprenticeship, and to employment assistance and follow-up after employment, etc.
(iii) Facilitation of business succession
(a) It is pointed out that manufacturing enterprises with technology, skills, and wisdom in Japan have gone bankrupt and
disappeared due to a lack of successors and deadlock in management while their business succession remains halted and that
their valuable management resources are rapidly being lost.
(b) It is important to further facilitate business succession in order to leave such valuable management resources in Japan and
to promote stronger corporate entities to succeed them.
(c) At present, support for business succession (at the present moment, matching support is provided at seven business
succession support centers nationwide) under the revised Act on Special Measures for Industrial Revitalization (which came
into effect in July 2011) as well as support for business succession based on the business succession tax systems are provided.
(d) However, at this council, members often pointed out that "expertise necessary for business succession is insufficient, and
relevant support systems should be enriched" and that "the business succession tax system is not convenient." Therefore, it is
necessary to work on the following in the future toward further facilitating business succession:
− Strengthening of the knowledge support system for business succession
− Review of business succession tax system including employment requirements, to make it easy to utilize
− Vitalization of the function of the business succession support centers and their expansion nationwide, etc.

(5) Basic management power (utilization of corporate accounting rules, etc.)
(i) The basic management power, including the ability to secure and procure funds, financial management power (corporate
accounting, etc.), and technical capabilities and human resources, is the foundation of enterprises. It is thus important to
strengthen it. Of those, financial management power (corporate accounting, etc.) as well as the ability to secure and procure
funds through said power are especially important as the essential part of management. It is necessary to utilize books not only
as tools for tax affair processing as in the past but also as tools for understanding the financial conditions and improving
management.
(ii) However, looking at the actual conditions, only less than 20% of SMEs completely conform to the conventional SME
accounting (Accounting Guidelines for Small and Medium Enterprises). Behind this are few accounting personnel of SMEs
and Micro enterprises and the actual conditions of SMEs and Micro enterprises centering on tax accounting.
[Figure 26] Status of response to corporate accounting at SMEs and Micro enterprises
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[Status of preparation of financial statements
that conform to SME Accounting]
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Fiscal 2010 "Questionnaire Survey on the Awareness of Small and Medium-sized Enterprise Managers concerning Accounting Processing and
Disclosure of Financial Information" (Small and Medium Enterprise Agency)

(iii) In light of such actual conditions of SMEs and Micro enterprises, a new document presenting guideline for SME
accounting ("Tyusho Kaikei Yoryo") was formulated in February 2012. The financial management power and the ability to
procure funds of SMEs and Micro enterprises are expected to be improved through utilization of this SME Accounting Guide.
[Figure 27] Utilization of new SME accounting rules ( a new document presenting guideline for SME accounting)
[Improvement of the financial management power and the ability to procure funds through utilization of corporate accounting]
Step 2

Step 1
(i) Timely and accurate booking
(ii) Preparing reliable basic financial data
Trial balances
Statement of cash receipts and disbursement
List of balance by financial institution, etc.

Management
during period

(iii) Management analysis using
reliable basic financial data
(iv) Management improvement
based on the analysis results

Step 3
(v) Preparing reliable statement of accounts
(vi) Confirming conformity to the accounting rules
(vii) Preparing a business plan

Financial institution

[Problems that needs to be overcome]
○ Problems of SMEs and small-sized enterprises
・ How to improve understanding of the importance of utilization of corporate accounting
・ How to establish a daily accurate booking routine
・ How to prepare reliable financial data and statement of accounts
・ How to secure the reliability of financial data and statement of accounts
・ How to conduct management improvement through management during period (monthly closing and budget and performance management, etc.)
・ How to prepare a future-oriented business plan
○ Problems of certified public tax accountants, certified public accountants, and management support organizations
・ How to support SMEs and small-sized enterprises that aim at strengthening basic management power through utilization of corporate accounting
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(i) The actual conditions of the enterprise have been revealed …
(ii) Evaluation by financial institutions (creditworthiness) has…
(iii) Evaluation by credit guarantee corporations …
(iv) Other
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(iv) In the future, in order to further disseminate a new document presenting guidelines for SME accounting, it is necessary to
consider a mechanism of confirmation by professional accountants, such as certified public tax accountants and certified
public accountants, from the perspective of securing the reliability of statements of accounts and to mainly take the following
dissemination measures in a proactive manner:
[Publicity and dissemination]
− Holding accounting education and dissemination seminars throughout Japan (targeting holding 400 seminars with the
participation of 20,000 persons)
[Incentives for introduction]
− Recommending the submission of a statement of accounts in conformity with a new document presenting guidelines for
SME Accounting on the occasion of recognition under the Act on Enhancement of Small and Medium Sized Enterprises'
Core Manufacturing Technology (“Supporting Industry Act”), etc.
− Valuing the submission of a statement of accounts in conformity with a new document presenting guidelines for SME
accounting on the occasion of inviting applications for the subsidy to support the promotion of new business activities, etc.
− Considering review of the Discount System for Accounting of Small and Medium Enterprises by the Credit Guarantee
Corporation
− Creation of a preferred loan system for utilization of accounting during period by the Japan Finance Corporation (-0.4%
from the basic interest rate)
* Utilizing the Checklist for Application a new document presenting guideline for SME accounting ("Tyusho Kaikei
Yoryo") prepared by the Japan Federation of Certified Public Tax Accountants' Associations, etc. in confirming
conformity
[Utilization in financial administration]
− Stating in the Financial Inspection Manual and the Guidelines for Supervision that the utilization of the SME Accounting
Guide is effective in exerting financial institutions' consulting function to customer enterprises, etc.
(6) Fund procurement
(i) The funding environment surrounding SMEs and Micro enterprises is still severe.
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[Figure 28] Transition of financing DI and status surrounding fund procurement
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Source: Japan Finance Corporation, "Results of the Survey on the Trends of Small and Medium-sized
Enterprises Nationwide"

designated for Safety-net Guarantee (No. 5) (balance of guarantee at
the end of fiscal 2010: ¥17.715 trillion).

* The bill for the SME Business Capabilities Enhancement Support Bill was submitted to this session of the Diet. The support
function is strengthened through diversification and vitalization of persons who play a leading role in management support.
(ii) Under such circumstances, the financial conditions and management power of Small and Micro enterprises are not
uniform, and Small and Microenterprises have various fund needs according to their stages, forms, and orientations. For
example, growth-oriented enterprises need large-scale funds for the purpose of business expansion, cultivation of new fields,
overseas expansion, improvement of technical capabilities, etc. On the other hand, enterprises which are rooted in
communities and aim at stable management tend to need stable fund supply though the scale of fund needed is small.
[Figure 29] Diversity of fund needs of Small and Micro enterprises
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(iii) On the other hand, the current financial support measures for Small and Micro enterprises center on uniform underlying
financial support measures that were created during the period from 1955 to 1974, such as the uniform ceiling on loans (¥15
million), the Managerial Improvement Loans (called Marukeiyushi) based on a uniform interest rate (-0.3% from the basic
interest rate), and the facility introduction funds system for Small and Micro business operators, etc. Detailed financial support
measures according to the actual conditions of individual enterprises are thus not taken.
* Regarding the current Marukeiyushi, the amount of loans actually made decreased to less than a half in the past decade (¥307.3
billion in fiscal 2000 to ¥147.8 billion in fiscal 2010), and approximately 70% of its users are repeaters. For the facility
introduction funds system for Small and Micro business operators, etc., the actual performance of operations decreased to less
than one-third in the past decade (¥47.9 billion in fiscal 2000 to ¥14.7 billion in fiscal 2010). The system is unable to appropriately
respond to the fund needs of Small and Micro enterprises of the day, and for example, either loaning or lending has been
adjourned in 25 prefectures.

(iv) Moreover, as Small and Micro enterprises tend to depend on indirect financing from local financial institutions, etc., their
capital adequacy ratios are low. The amount of investment by venture capitals, etc. is sluggish compared to the United States
and Europe.
[Figure 30] Sluggish trend of fund procurement through capital subscription, etc.
Capital adequacy ratio of SMEs and
small-sized enterprises
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(v) Therefore, conventional uniform financial support measures for small-sized enterprises will be reviewed, and detailed
support measures will be taken according to the stages, forms, and orientations of individual enterprises.
Specifically, the following efforts will be made.
(a) A new scheme for capital subscription (small business investment) will be established in order to smoothly supply
necessary funds to growth-oriented Small and Micro enterprises that aim at business expansion, cultivation of new fields,
overseas expansion, improvement of technical capabilities, etc. In addition, funds in the form of capital (capital
subordinated loans, etc.) will be supplied. The enrichment of the equity capital of growth-oriented Small and Micro
enterprises will be promoted through these efforts.
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(b) The current uniform Marukeiyushi (management improvement loan system for Small and Micro business operators)
will be drastically revised, and a new detailed loan system (New Small-sized Enterprise Loan System) according to the
stages, forms, and orientations of individual Small and Micro enterprises will be established.
The new system is specifically as follows:
− The application of further lower interest rates and the provision of interest-free loans will be considered in order to
smoothly supply funds for business expansion, cultivation of new fields, overseas expansion, improvement of technical
capabilities, etc. to growth-oriented Small and Micro enterprises. In addition, the ceiling on loans will be considerably
expanded.
− Regarding enterprises which are rooted in communities—both cities and rural areas —and aim at stable management
(enterprises based on creation of regional demand), the loan period will be prolonged under certain requirements from
the perspective of supplying stable funds.
− In doing so, operations will also be reviewed according to the actual conditions, including review of the classification
of types of business. Regarding management guidance incidental to loans, its necessity and effectiveness will be
carefully examined from scratch, and the system will move into a new enterprise-oriented loan scheme that is more
effective for enterprises, without being restricted to conventional ideas.
(c) The facility introduction funds system for Small and Micro business operators, etc. will be abolished to coincide with
the creation of the detailed New Small-sized Enterprise Loan System mentioned in (b) above, in light of the role of the
times as well as the actual condition where either loaning or lending has been adjourned in many prefectures.
(d) Moreover, regarding the low-interest loan system by the Japan Finance Corporation, system operations and
performance methods, etc. will also be reviewed to make them easier to utilize for Small and Micro enterprises in light of
the actual conditions, taking into account the opinions of Small and Micro enterprises, such as that "the system seems
difficult to access," that "the examination requires time," and that "the conditions are strict."
(vi) In addition, in light of the opinions expressed at this council, credit guarantee and security means will be reviewed. The
review will be specifically conducted as follows:
(a) An opinion was raised that "Since both are financed from the national treasury, credit guarantee corporations will not be
necessary, and it is appropriate to put the amount in the Japan Finance Corporation. If credit guarantee corporations cease to
exist, local financial institutions will deal with enterprises in consideration of risks." Thus, the current credit guarantee
system will be carefully examined and reviewed.
(b) In order to realize smoother fund procurement, discussions will be held on the utilization of electronically recorded
monetary claims and the promotion of ABL (Asset-based Lending) among related persons, including practitioners, from
the perspective of diversifying fund procurement means and expanding security means in addition to conventional
real-estate security. The development of a necessary system and environment will be promoted through discussions.
Incidentally, at this council, an opinion was expressed that "restrictive handling should be considered for special contracts
prohibiting the transfer of accounts receivable, for the purpose of promoting ABL."
(c) Moreover, in order to promote loans that do not excessively depend on personal guarantees, the form of personal
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guarantee, including the method whereby the guarantee of the manager is reprieved under certain requirements and the
method of organizing personal guarantee in a reconstruction phase will be reviewed while verifying the role it has played
so far.

(7) Other management problems
(i) Recovery from the Great East Japan Earthquake
(a) In response to the Great East Japan Earthquake, which occurred on March 11, 2011, measures for financing and
overlapping debts, restoration and reconstruction assistance for plants, shopping districts, etc., measures against damage
from harmful rumors, etc. are ongoing for SMEs that support their local economy and employment, through the fiscal
2011 supplementary budget, fiscal 2012 budget, etc. The steady implementation of efforts for early recovery of
earthquake-hit SMEs will also be required in the future.
(ii) Burden caused by social security reform and strengthening of employment regulation, etc.
(a) Despite the severe management environment, SMEs and Micro enterprises, which play a leading role in local
employment, are required to make the same employer's contribution for employment insurance and employee's pension as
large enterprises. The burden of social insurance premiums is just reaching the limit of SMEs and Micro enterprises.
(b) Considerations are required so as to prevent SMEs and Micro enterprises from bearing an excessive burden due to
social security reform and the strengthening of employment regulation, including the expansion of applications of social
insurance to part-time workers and strengthening of the obligation to secure the employment of aged persons.
(c) It is also necessary to verify whether other regulatory systems (including regulation on new entries and requirements for
the establishment of an association) impose excessive regulation on Small and Micro enterprises. Problems in terms of the
tax system, including the burden of corporation tax, have also been pointed out, and the SME-related tax system will be
constantly reviewed in order to support SMEs that support the Japanese economy and local employment.
(d) In addition, SMEs and Micro enterprises will promote the alleviation of labor issues and the development of the work
environment in order to secure and motivate excellent human resources, and will firmly comply with laws and regulations
in terms of labor management.
(iii) Dissemination and promotion of BCP
(a) The importance of BCP was recognized anew for disaster prevention and the continuation of business in case of
emergency, based on the experience of a disconnected supply chain, etc. due to the Great East Japan Earthquake, etc.
(b) Efforts are required to disseminate and promote BCP not only in units of individual business operators but also in units
of organizations and communities as something that contributes to increasing the efficiency of management in ordinary
times as well as continuing business in case of emergency, while positioning it as part of everyday business activities.
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2. Exertion of the Vitality of Young People, and of Women Who Will Take a Leading Role in the Next Generation
(1) Drastic promotion of business start-ups and inauguration by young people and women
(i) Current situation surrounding business start-ups and inauguration
(a) The rates of opening and closing businesses in Japan are at a lower level compared to other countries, including the
United States. In addition, the rate of closing businesses sometimes exceeds the rate of opening businesses. It is thus
necessary to promote business start-ups and inauguration from the perspective of boosting the vitality of the Japanese
economy and increasing the growth rate thereof.

[Figure 31] Rates of opening and closing businesses in Japan and the United States
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[Significance and importance of business start-ups and inauguration]
○ Bringing vitality to the Japanese economic society and increasing the growth rare thereof
○ Creating the buds of new industries with a view to the global market and sophisticating the industrial structure
○ Creating local employment and demand, including cities and countryside, and thereby bringing vitality to
communities
○ Providing diversified and double-linear ways of working

(b) However, the amount of investment by venture capitals, etc. is sluggish compared to the United States and Europe, and
the fund supply to those who are trying to start or inaugurate a business is not necessarily abundant.
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[Figure 32] Balance of investment by venture capitals in Japan and the United States
(¥10 billion)
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(c) Looking at the awareness of employment in Japan, changes have occurred over time. However, on the whole, people
are still strongly oriented toward lifetime employment and are not highly motivated to actively become independent.

[Figure 33] Awareness of employment in Japan
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Japan Management Association

(d) Under such circumstances, the average age of entrepreneurs is on an upward trend. At present, it is not a situation in
which the younger generation can actively aim at starting or inaugurating business.
[Figure 34] Average age of entrepreneurs in Japan
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(e) In particular, women entrepreneurs are expected to start and inaugurate businesses in such fields as welfare and nursing
care, sales of cosmetic goods, miscellaneous goods, and accessories, and education and learning support, taking advantage
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of their experience and sensitivity. However, both the number and rate of women entrepreneurs have been decreasing in
recent years.

[Figure 35] Fields in which women entrepreneurs start businesses
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[Figure 36] Number of women entrepreneurs and transition of the rate of female entrepreneurs in all entrepreneurs
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(ii) Basic idea toward strong promotion of business start-ups and inauguration
(a) There are various styles of starting and inaugurating businesses and entrepreneurs, and it is thus necessary to take
detailed measures according to their individual problems.
Various styles of starting and inaugurating businesses

Growth-oriented business start-ups and
inauguration that aim at prompt business
expansion to the market

Business start-ups and inauguration that are

Second inauguration of businesses that

based on creating demand and meet local

challenge new businesses, taking advantage

needs, taking advantage of young people's

of wisdom and assets succeeded from the

vitality and women's power

previous manager
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Various entrepreneurs
Young people, businessmen and employees (persons in "spin-out" divisions), women, successors, etc.
(b) However, the current policies for business start-ups and inauguration are not necessarily able to sufficiently meet the
need for support in line with the various styles of starting and inaugurating businesses. In addition, the system to receive
requests for support is not good enough, and support measures are not sufficiently publicized. Therefore, it is necessary to
take detailed support measures in line with the various styles of starting and inaugurating businesses, to radically strengthen
the knowledge support system, and to provide easy-to-understand information all over Japan in the future.

[Current support measures for business start-ups and inauguration]
○ New business inauguration financing system by the Japan Finance Corporation
○ Business inauguration-related guarantee, etc. by credit guarantee corporations
○ Angel tax system and stock option tax system
○ The investment in funds program and the Continuous Expert Dispatch Program by the Organization for Small
& Medium Enterprises and Regional Innovation, etc.

(iii) Specific form of support for business start-ups and inauguration in the future
(a) In the future, business start-ups and inauguration will be roughly divided into the following three styles, and
detailed support measures will be taken according to individual styles.
− Global growth-oriented business start-ups and inauguration
Persons, etc. in "spin-out" divisions of large enterprises, etc. start or inaugurate businesses based on advanced
technology, services, and systems as well as innovative business models with the acquisition of the global market in
mind, aiming at prompt business expansion.
For example, an employee of a large enterprise becomes independent based on research results, business ideas, etc.
which have not been utilized in the enterprise. Examples are underwear with a high deodorizing effect that is made
based on technology for clothes to be worn in a spacecraft, and a paint for housing that is made through the application
of a heat insulating paint used for rockets.

− Business start-ups and inauguration based on creation of regional demand (business start-ups and
inauguration by young people, women, etc.)
In cities and the rural areas, young people and women take the initiative in starting private enterprises and
enterprises with a few employees as well as cooperative work by multiple persons, and then start or inaugurate
businesses as small businesses with vitality that mainly support regional demand and employment (*expansion of the
market in Japan and abroad through Internet retailing, etc. is possible).
For example: services concerning web design, childcare, nursing care, etc.; design and sale of clothes, shoes, etc.;
manufacturing and sale of bread and other food; nail salons, and sale of miscellaneous goods and accessories; and cram
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schools and other classes.
− Second inauguration of businesses
Enterprises which have already been running businesses convert types of operations or advance into new businesses
or fields in cases where a young successor succeeds to a business from the previous manager.
(b) Support measures for global growth-oriented business start-ups and inauguration
Under the severe economic conditions, fund supply to entrepreneurs is stagnant. For example, the incentive to make
investment is declining. In addition, in the uncertain economic and social environment, persons who have advanced skills,
abilities, etc. tend to hesitate to start businesses by breaking away from large enterprises, etc. Therefore, it is necessary to
boldly create triggers for such persons' starting of businesses and thereby drastically expand the population parameter of
entrepreneurs.
Specifically, a new subsidy system will be created in order to supply necessary funds in cases where a person of a spin-out
division of a large enterprise, etc. starts business with the aim of acquiring the global market (creation of the Small Business
Future Subsidy). Thereby, around 1,000 buds of future global enterprises will be boldly created in the immediate future.
Moreover, the angel tax system will be sufficiently verified, taking into account that, at this council, there were many
opinions to the effect that "the angel tax system is inconvenient and difficult to use." In addition, the business
inauguration-related tax system will be comprehensively reviewed, and discussions will be held to establish a tax system that
further promotes business start-ups and inauguration. In doing so, discussion will also be held on the revision to a taxation
system that is neutral in terms of the ways of working, which does not inhibit spin-out from large enterprises, etc.
As a public investment program for supporting business start-ups, the Organization for Small & Medium Enterprises and
Regional Innovation now implements the Business Start-up Support Investment Program. However, it is necessary to review
the implementation of such investment programs, including implementing bodies, from scratch, so that the expected effects of
such investment programs are sufficiently exerted and business start-ups are vitalized throughout Japan. It is also necessary to
review the operations of, at least, the Business Start-up Support Investment Program implemented by the Organization for
Small & Medium Enterprises and Regional Innovation from the perspective of increasing private funds' incentive for equity
investment. The review includes priority distribution of investment return after collecting the invested amount to private
capital investors other than the Organization for Small & Medium Enterprises and Regional Innovation.
(c) Support measures for business start-ups and inauguration based on creation of regional demand (support for
business start-ups and inauguration by young people, women, etc.)
It is important for the Japanese economy that detailed services and products that meet the needs of local communities
(including cities and rural areas) and life are newly provided, and that employment is created through business start-ups and
inauguration taking advantage of the vitality and good taste of young people as well as the experience, sensitivity, and
viewpoints special to women. In particular, it is extremely important in eliciting the potential vitality of Japan’s economic
society that women who potentially have high capabilities, including experience in working for companies and qualifications,
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but have left their jobs for childcare, etc. start or inaugurate businesses taking advantage of such capabilities.
However, regarding business start-ups by young people and women, at this council, there were many heartfelt opinions to
the effect that "young people and women do not have sufficient knowledge and know-how concerning management at the
time of and after business inauguration, and knowledge support should thus be radically strengthened," in addition to
financing problems, such as insufficient means of procuring funds for opening a business. Due to these factors, young people
and women, etc. actually hesitate to start or inaugurate businesses.
On the other hand, the current support is not sufficient. For example, almost no financial support is available other than
loans, and practical knowledge support is not necessarily adequate.
Therefore, the following support measures should be boldly taken this time in addition to conventional support measures,
from the perspective of strongly promoting business start-ups and inauguration by young people, women, etc.
(i) Creation of a new subsidy system for smooth supply of funds for opening businesses (Small Business Future Subsidy).
Hereby, around 10,000 small businesses will be boldly created in the immediate future.
(ii) Creation of opportunities for matching with investors, financial institutions, etc. and creation of a loan and guarantee
system integrated with management support after business inauguration
(iii) Drastic strengthening of detailed knowledge support in terms of management at the time of and after business
inauguration
－ Creation of an entrepreneur training system (consultation, courses, etc.)
－ Creation of a new knowledge support mechanism (platform) to make it easy to access practical real knowledge
(iv) Support for securing and improving the recognition of products and services of enterprises just after their inauguration
(v) Facilitation of business start-ups and inauguration through review of the related tax systems, etc.
* In relation to the promotion of business start-ups and inauguration mentioned in (b) and (c) above, discussion will be held
on establishing measures for young and female entrepreneurs, etc. in SME measures (adoption of subsidies, etc.), and such
measures will be established.
* Moreover, multiple people expressed the opinion that "learning the idea of business start-ups and inauguration as well as
management from the stages of primary and secondary education will lead to motivation for business start-ups and
inauguration." It is thus necessary to make efforts to promote career education, including on business start-ups and
inauguration, from childhood.
(d) Support measures for the second inauguration of businesses
It is extremely important from the perspective of restoring and improving the vitality of business entities and further
launching businesses forward that successors smoothly succeed to businesses from their previous managers and actively carry
out bold conversion of the types of operations and advance into new businesses.
On the other hand, regarding business succession, there are opinions that "the business succession tax system sets
excessively severe requirements and is thus hard to utilize," that "knowledge support concerning business succession should
be enriched," and that "the form of personal guarantee should be reviewed." In addition, the prevailing opinion is that "there is

43

no support that backs up the bold development of new businesses."
Therefore,
(i) it is necessary to facilitate business succession through review of business succession tax system, development of the
knowledge support system concerning legal practices relating to business succession, etc., and review of the form of
personal guarantee, as mentioned above, and
(ii) it is also now necessary to create a new subsidy system (subsidy for the second inauguration of businesses) covering
test marketing and the development of trial products in order to back up the development of new businesses by young
successors, etc. who have succeeded to businesses from their previous managers.

(2) Measures to have young people serve as a new source of vitality and as leading players in Japan
(i) Promotion of young people's participation in management, and facilitation of a generation shift
(a) The aging of managers is also rapidly progressing at SMEs and Micro enterprises, and it is thus important to promote a
generation shift so that young people's vitality is incorporated in corporate management.
[Figure 37] Average age of presidents
(by size of capital)
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(b) Moreover, it is also important to strengthen the role of young people, including women, in small-business associations,
such as the Organization for Small & Medium Enterprises and Regional Innovation, commercial and industrial
associations, chambers of commerce and industry, and federations of small-business associations, from the perspective of
radically invigorating their activities.
(c) Therefore,
it is necessary to promote a generation shift (business succession) at enterprises through the facilitation of business
succession by reviewing the related tax systems, enriching knowledge support, reviewing the form of personal guarantees,
etc. as well as by creating a subsidy system (subsidy for the second inauguration of businesses) to back up the development
of new businesses by successors, etc., as mentioned above, and it is also necessary to specifically strengthen the role of
young people at small business associations by making a certain percentage of executives of small business associations
appointed from young people, including women.
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(ii) Securing of young human resources and displaying their vitality
It is necessary to steadily promote consistent securing and development of human resources through unified local efforts,
through securing, developing, and settling young human resources through internship programs and career education starting
from school education, etc., and through improving the abilities of young human resources through succession to technology
and skills so that young people at SMEs and Micro enterprises can display their vitality and thereby become a driving force for
the invigoration and launching of enterprises.

(3) Development of a pleasant working environment for women
(i) Status of employment of women
(a) Unlike in the United States and European countries, the employment rate of Japanese women draws an M-shaped
curve, and the rate tends to be low for women in their 30s and 40s, who are often engaged in childcare.
[Figure 40] Labor force participation rate for women by age bracket
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(b) On the other hand, the smaller the enterprise is, the higher the rate of female employees. Therefore, female employees
play a very important role in SMEs and Micro enterprises.
[Figure 41] Rate of female employees (by number of employees)
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(ii) Promotion of business start-ups and inauguration by women (displaying the vitality of women)
Regarding the employment status of women, their advancing into new fields is making gradual progress. However, efforts
and support for the development of the working environment are not necessarily sufficient. As mentioned in (1)(iii)(c) above,
it is necessary to manifest the vitality of women through financial support for a smooth supply of funds for opening businesses
and through the creation of a new knowledge support mechanism that enables easy access to practical real knowledge, etc.
Such efforts will lead to the provision of detailed services, etc. that meet the needs of local communities and lifestyles through
business start-ups and inauguration taking advantage of the experience, sensitivity, etc. of women, and thereby create a
virtuous cycle of business start-ups and employment based on the creation of new employment and businesses.

(iii) Development of a pleasant working environment for women
(a) The rate of women who leave their jobs upon delivering their first child is still high, and balancing work and childcare is
difficult. In addition, efforts for utilizing women are less advanced at SMEs and Micro enterprises.

[Figure 42] History of employment of married women around the time of birth of their first child, by the year of such birth
100.0%
90.0%
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%

3.1%

3.4%

3.8%

4.1%

5.2%

35.5%

34.6%

32.8%

28.5%

24.1%

37.4%
18.3%
5.7%

1985-1989

37.7%
16.3%
8.1%

39.3%
13.0%
11.2%

40.6%

43.9%

11.9%

9.7%

14.8%

17.1%

1990-1994
1995-1999
2000-2004
2005-2009
unknown
unemployed before getting pregnant
leaving the job upon childbirth
continuing to be employed(without child-care leave)
continuing to be employed(using child-care leave)

Status of
employment
around the time
of birth of the
first child
Unemployed
62.1%

Employed
37.9%

Source: Expert Examination Committee on Basic
Issues and Influence Survey of the Gender
Equality Conference, "Report"

(b) The development of systems, such as child-care leave and other balancing support systems (Act on the Welfare of
Workers Who Take Care of Children or Other Family Members Including Child Care and Family Care Leave) and the
system to support business operators' efforts for action plans (Act on Advancement of Measures to Support Raising
Next-Generation Children), and support for business operators through various subsidies, and the fostering of awareness of
business operators by public recognition, etc. have been implemented in the past as support for balancing work and
childcare.
(c) However, it is impossible to say that conventional support measures, such as the establishment of additional childcare
centers, extension of hours of after-school care for children, etc. and business operators' efforts to support the balancing of
work and childcare, are sufficient to promote the development of a pleasant working environment for women. In addition,
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women in enterprises are required to make suggestions from the perspective of women, and a mechanism for minimizing
blank periods in career history in cases where a woman who has left her job on the occasion of marriage or childbirth is
reemployed is also required.
(d) Therefore, the need for children to wait to enter child-care centers will be eliminated, and the expansion of childcare
support services will be promoted to meet various user needs. In addition, related ministries and agencies will collaborate
with each other to provide support for enterprises that work on the development of a pleasant working environment for
women and support for female job seekers to prevent having blank periods in their career histories. Specifically, the
ministries and agencies will create a public recognition system for enterprises that support women who wish to balance
work and family life and lead to the improvement of business performance, and will also create an on-the-job training
program (internship program for housewives) so that housewives who have left their jobs for childbirth, etc. and wish to be
reemployed can smoothly be reemployed by attractive SMEs and Micro enterprises that provide a pleasant working
environment.

3. SMEs and Micro Enterprises (Shopping Districts, etc.) in Communities
(1) Shopping districts as key centers of local communities
(i) Looking at the status of SMEs and Micro enterprises in communities, shopping districts in particular, which support the
local economy through community-based activities, have been on a serious decline, with their annual sales and the number of
establishments in 2007 both falling below 80% of the levels observed in 1997.
[Figure 43] Transition of the annual sales of and the number of establishments in shopping districts (1997 → 2007)

¥70 trillion
Annual sales

(¥ trillion)

Declease by
24%

¥53 trillion

0

20

40

60

FY1997
FY2007

430,000
Declease by31%

(10,000
establishments)

80

620,000

Number of
establishments

0

20

40

60

80

Source: Ministry of Economy, Trade and Industry, "Census of Commerce."

(ii) As a shopping district policy, the government has encouraged establishments to group together under the Small and
Medium-sized Retail Business Promotion Act, and has supported shopping districts to develop their infrastructure, such as
creating arcades and installing security cameras. However, as repeatedly pointed out at the council, shopping districts have
also function as the core of local communities, such as providing a place for communication for local elderly people.
Therefore, in addition to the conventional measures for supporting shopping districts, the government began to implement the
"Regional Commerce Revitalization Project" in FY 2012 for supporting shopping districts to strengthen their community
functions, and it will consider expanding such projects in the future.
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[Figure 44] Community functions of shopping districts
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(2) Fostering and supporting core stores that underpin the local commercial accumulation
(i) As for individual stores that constitute a shopping district, the growth in the number of vacant stores has not been stemmed
due to the aging of store owners and a lack of successors. If vacant stores increase and become entrenched, it will become
difficult to maintain the function of the entire shopping district. Therefore, it is also essential to increase the attractiveness of the
individual stores constituting a shopping district, in order to revitalize a local shopping district.

[Figure 45] Aging of and a lack of successors to store owners and an increase in the number of vacant stores
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(ii) Although measures have been taken against vacant stores, the growth in the number of vacant stores has not been stemmed
due to a lack of motivation to lend one's store to another person by moving oneself out of the store or the fact that the store
soon becomes vacant again unless the tenant has motivation, knowledge, and experience. As a fundamental measure, support
for finding or fostering eager store owners, people wishing to open a store, or successors, as shown below, should be provided
to individual stores:
− Supporting efforts to provide a person who has motivation but insufficient knowledge of store management with practical
knowledge necessary for making the store a core store in the shopping district through management guidance or on-the-job
training under a successful store owner
− Supporting efforts that contribute to solving the problem, such as remodeling the store, in the case where a store owner has
closed the store due to his/her old age, but since he/she lives upstairs from the store, he/she has been unable to lend the store
downstairs to a person wishing to open a store, consequently leaving the store vacant
− In doing so, not only filling the vacant stores, but also considering the appropriate size and location of the stores from the
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perspective of town management, so that the whole shopping district becomes an attractive commercial accumulation

(3) Strengthening the transaction network in the community
(i) Due to a decline in domestic demand and changes in the transaction structure, there have been changes in the business
environment surrounding SMEs and Micro enterprises, not only local manufacturers, but also local service providers, retailers,
and small family-run businesses.
(ii) Under such circumstances, there are signs of individual stores' efforts to strengthen transaction networks in the community,
in addition to finding new markets and revitalizing industrial accumulation and it is important to further promote such efforts.
[Figure 46] Case example of the strengthening of a transaction network in a community
- Strengthening of intra-community procurement through an intra-community, cross-industrial network <Youth
Division, Fukui Federation of Small Business Associations>
・ Using a cross-industrial network of 800 members in the community, the members procure whatever goods or
services they wish to buy from among the members of the network.
・ The campaign recorded sales of ¥40 million during the first two years of implementation (¥15 million in the first
year).

4. Support for SMEs and Micro Enterprises through Coordination among the Related Ministries and Agencies
(1) Efforts and coordination among ministries having jurisdiction over the relevant industries (e.g., the Ministry of
Health, Labour and Welfare, the Ministry of Agriculture, Forestry and Fisheries, and the Ministry of Land,
Infrastructure, Transport and Tourism)
(i) SMEs and Micro enterprises exist in diverse industries, and they are often under the jurisdiction of not only the Small and
Medium Enterprise Agency, but multiple ministries and agencies, such as the Ministry of Agriculture, Forestry and Fisheries,
the Ministry of Land, Infrastructure, Transport and Tourism, and the Ministry of Health, Labour and Welfare. Because of this,
SMEs and Micro enterprises are calling for coordination among the related ministries and agencies.
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(ii) Based on the opinions presented at the council, each of these related ministries needs to responsibly address the issues
specific to each industry and work toward resolving the issues commonly faced by SMEs and Micro enterprises in close
coordination with each other.
(iii) In doing so, it is essential to achieve coordination between the support measures of the ministries and agencies having
jurisdiction over the respective industries and the support measures of the Small and Medium Enterprise Agency. For example,
when granting an approval under the Small Business Support Act, which is recommended to be reviewed in this report, the
approval for the support measures of the related ministries and agencies could be effectively used, and a one-stop procedure
could be introduced for filing applications for the approval.

(2) Coordination among the related ministries and agencies in the fields of passing on technology and skills and
development of human resources
As mentioned above, the Ministry of Economy, Trade and Industry (Small and Medium Enterprise Agency), the Ministry
of Health, Labour and Welfare, and the Ministry of Education, Culture, Sports, Science and Technology need to closely
coordinate with each other to implement efficient and effective measures in such fields as passing on technology and skills,
and the securing, development, and settlement of young human resources including career education in school education.

5. Systems for Implementation of Measures by Administration, Related Organizations, etc.
(1) Policy planning and implementation based on the first-hand opinions from the field and drastic improvement of
the field research ability
(i) In the course of the council's activity, the council gathered extensive opinions from persons involved in SMEs and Micro
enterprises (actual experience and honest opinions from the field) throughout Japan by holding general assemblies, three
working group sessions, a meeting of young people and women, and regional meetings at over 30 locations nationwide, as
well as inviting opinions via the Internet and email. Each of opinions was specific and earnest, and proved valuable for
sincerely reviewing the conventional SME policies and their operation. In order that these efforts do not end up being
temporary, not only administrative organs, but also related organizations including the Organization for Small & Medium
Enterprises and Regional Innovation and small business associations need to extensively gather first-hand opinions from the
field and plan and implement measures based on those opinions in the future.
(ii) The administrative organs and related organizations including the Organization for Small & Medium Enterprises and
Regional Innovation and small business associations should, as indicated at the council, seriously work on revitalizing and
drastically strengthening their field research ability, so that they can understand the actual conditions of the field (each
enterprise) from the same viewpoint as enterprises insofar as possible through direct field research.
(iii) In addition, regional meetings were held voluntarily in Okayama Prefecture and in Arakawa Ward in Tokyo recently to
hear opinions directly from local SMEs and Micro enterprises. Local governments are ideally expected to make such efforts in
a motivated and voluntary manner in the future.
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(2) Provision of detailed information throughout Japan
(i) Many members pointed out at the council that information on SME policies is not necessarily provided to the various
SMEs and Micro enterprises throughout Japan in an easy to understand manner, resulting in their being unable to sufficiently
make use of those policies.
(ii) Therefore, in order to ensure that information on policies and management support is provided to reach all parts of Japan,
the administrative organs and related organizations should fundamentally review their mind and enthusiasm as well as the
method of information provision, and should provide more detailed information, centering on the new knowledge support
platform, the establishment of which is recommended in this report.
(iii) In addition, it is important for SMEs and Micro enterprises to not only wait for the provision of information, but to have
the mind and attitude to actively make use of the support measures provided by the national and local governments. The
national and local governments as well as entities providing management support also need to encourage enterprises to have
such mind and attitude.
(3) Review of existing support measures (drastic simplification of the application procedures, etc.)
(i) At the council, many members expressed the following opinions:
− The existing support measures are difficult to use since the periods and scales of the projects do not suit the actual
conditions.
− Application procedures for the existing support measures are cumbersome and difficult to carry out for Small and Micro
enterprises.

<Opinions at this council>
[Review of operation of the existing support measures]
○ The period for the JAPAN Brand Project is three years, but since a business aiming to access the global market
would only have reached the starting line in the third year, longer-term support measures would be desirable (at a
regional meeting).
○ Smaller-scale support measures which would be suitable for SMEs and Micro enterprises should also be made
available (at a regional meeting).
○ Technical support which requires simpler application documents and which is quickly accessible would be
preferable, even if the support funds were small in amount (at a regional meeting).
○ The most effective measure to improve technical capabilities is to have employees participate in technical training
programs hosted by equipment manufacturers, but such measure is not subject to the Career Development Promotion
Grants (at a regional meeting).
○ It is difficult to use subsidies with strict requirements and those that are only paid after the completion of the project
(at a regional meeting).
[Simplification of the application procedures]
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○ Every support measures and grants are difficult to use. Enterprises need to prepare a large amount of documents to
file an application, and they miss opportunities during that while (at a regional meeting).
○ We were approved as the subject of support for new collaboration, but we did not use the subsidies, because we did
not have enough time and energy to use the subsidies, having been occupied with preparation of the documents to be ｆ
ｇ
○ The practices of administrative processing for the measures change every year which is causing difficulty. It is
regrettable that, in the past, a change could be dealt with by submitting a notification of change, but that is no longer
possible (at a regional meeting).

(ii) Accordingly, the operation of the existing support measures will be reviewed and the application procedures for Small and
Micro enterprises will be drastically simplified as shown below:
The current operation status of all SMEs and Micro enterprises will be thoroughly checked, including support measures for
overseas expansion such as the JAPAN Brand Development Support Project, which had been specifically pointed out, as well
as the Supporting Industry Project and support measures relating to vocational and educational training. The system and
operation of the measures will be drastically reviewed in order to make them more accessible for Small and Micro enterprises
and more effective, mainly from the following perspectives:
− Providing subsidies in small amounts to meet the needs of Small and Micro enterprises
− Relaxing the restrictions on the utilization of subsidies
(For example, allowing the use of grants for market cultivation as costs for creating business insofar as possible)
− Granting subsidies for longer periods
(Providing longer-term support to suit the actual business conditions of small businesses)
− Utilization of payment by rough estimate
(From the viewpoint of fund procurement for business start-ups and inauguration, facilitating use of payment by rough
estimate when necessary)
As for the application procedures for subsidies, etc. for Small and Micro enterprises, all application procedures relating to
SME and Micro enterprise measures will be thoroughly checked. The application procedures will be drastically simplified
through thorough streamlining, for example, making the application form only about two sheets long.
Just as above, the application procedures for the new support measures that are recommended in this report will also be
simplified to the extent possible so that they will not be cumbersome.
(4) Close coordination among related ministries and agencies
As discussed in 4. above, SME policies are mainly implemented by the Small and Medium Enterprise Agency, but they
are not necessarily confined within the Agency's jurisdiction, but often come under the jurisdiction of multiple related
ministries and agencies. Therefore, the Small and Medium Enterprise Agency and related ministries and agencies, such as the
Ministry of Agriculture, Forestry and Fisheries, the Ministry of Land, Infrastructure, Transport and Tourism, the Ministry of
Health, Labour and Welfare, and the Ministry of Education, Culture, Sports, Science and Technology will effectively

52

implement efforts in close coordination with each other.
In addition, the related ministries and agencies, as the government, will firmly address structural issues, such as the
declining birthrate and aging population, the population decline, the prolonged deflation, the appreciating yen, and the
electricity supply issue.
(5) Role sharing between the national government and local governments
(i) Since not only the national government, but also local governments, such as prefectures and municipalities, implements
SME measures according to the local characteristics, it is important for both the national and local governments to provide
effective support under appropriate role sharing.
(ii) Meanwhile, to date, the national government has not implemented sufficient policies focusing on Small and Micro
enterprises after the 1999 revision of the Small and Medium-sized Enterprise Basic Act. Also, though the situation differs by
local government, not all local governments have placed sufficient emphasis on implementing detailed and solid measures
related to Small and Micro enterprises after a series of related measures have been transferred to them by the national
government.
(iii) Accordingly, it is considered necessary for the national government to restructure the system of measures focusing on
Small and Micro enterprises once again. In doing so, the national government should ensure efficient and effective
implementation of the measures by considering the sharing of roles with the measures implemented by local governments.
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Closing remarks

Rural areas in Japan are becoming increasingly impoverished. In many countries, however, industries and enterprises are
only rooted in urban areas, and they do not reach rural areas. Therefore, local economies and social lives face a desperate
situation in many cases. Japan is one of the few countries where industries and enterprises are firmly rooted also in rural areas,
making it possible for people to work, live, raise children, and lead a certain level of community life.
The roots that support the local economies and social lives are individual "Small and Micro enterprises," which are the
principal subject discussed at this council. These Small and Micro enterprises' daily efforts to work as hard as they can, find
ways to make the current situation better, and overcome difficulties to carry out business activities result in creating jobs and
enabling local people to lead their lives.
However, the domestic and foreign environments of Small and Micro enterprises, including the declining birthrate and
aging population and the decrease in domestic demand incidental thereto, the rise of emerging countries and outflow of large
enterprises to overseas, as well as unprecedented appreciating yen and earthquake disasters, are undergoing significant
structural changes. Under such a severe environment, small businesses are now at a crossroads of whether or not they can
transform themselves to be able to adapt to the new paradigm in and outside Japan.
At this council, various management issues were discussed, such as the management support systems, technical
capabilities, and market development, but the most valuable assets and the source of all activities of Small and Micro
enterprises are people. The earnestness, devotion, integrity, and sincerity of people who manage small businesses in Japan and
individual people who work there are unparalleled in the world. Such national character is unlike any other in the world. It is
such people that hold the promise for Japan to create the future by overcoming the severe conditions under the new paradigm
in and outside Japan.

At this council, many people opined that not only the support by national and local governments, but independence,
self-support, and efforts of Small and Micro enterprises themselves are important. As far as Japan is a capitalist country, the
resourcefulness and efforts of enterprises themselves are the source of their entire activity, and the national and local
governments can only support them to the utmost extent and cannot be responsible for the enterprises individual business
activities. However, the sincere attitude of the national government and administration to open the way to a new future
together with Small and Micro enterprises and, as one, enrich the Japanese economy and society is what is important. To this
end, both parties need to work collaboratively in good coordination with each other.
To date, however, there had been no opportunity for individual small businesses throughout Japan and the national
government and administration to hold a direct dialogue as in this council. This is nothing but negligence and a lack of
sincerity on the part of the national government and administration, since it is not possible to implement effective policies that
suit individual enterprises without hearing opinions directly from the field.
At the same time, many people opined at this council that they could not express what they wanted to convey with only
the given time of about three minutes, and that the council meeting finished without them being able to state their opinions
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sufficiently. Yet, the national government and administration had not even heard such enterprises' three-minute talks properly.
The three-minute talks at the council do not mark the end of the dialogue between individual Small and Micro enterprises and
the national government and administration. Rather, they mark the beginning of a long, in-depth dialogue between the two
sides. In other words, the council has compiled this report, but the dialogue does not end here, but rather starts from here.
It is a natural duty of the national government and administration to continue to cherish the network of people created for
this council's activity, including the council's core members, supporters, participants of regional meetings, and those who
submitted opinions via emails and the Internet, and to continue their dialogue with Small and Micro enterprises in the future
under a concrete system. This council only marks the first step for starting that dialogue.

Through such dialogue, the national government and administration and Small and Micro enterprises should deepen their
mutual understanding and individually engage in their responsible work and roles with sincerity, thereby striving in concert to
open the way to Japan's new future and create a robust Japan so that each and every person can have dreams and hopes for the
future believing that tomorrow will be a better day.
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Meeting Schedule of the Council for the Future of Small and Micro Enterprises

General Meetings
First meeting
Date: Saturday, March 3, 2012
Topic:
Current Conditions and Problems of SMEs and Micro Enterprises
− Actual conditions and problems surrounding SMEs and Micro enterprises and evaluation of past policies
− Exertion of the vitality of young people and women who will take a leading role in the next generation
− SMEs and Micro enterprises (shopping districts, etc.) in communities
− Working committees, grassroots committees, regional meetings
Second meeting
Date: Saturday, June 16, 2012
Topic:
− Draft report
− Report from the grassroots promotion committee
− Future relationship between small businesses, the national government, and administration; establishing a network between
people
Working Group Meetings
First meeting
Date: Thursday, March 29, 2012
Topic:
Solving problems of SMEs and Micro enterprises I: Fund raising, basic management power, management guidance,
management support
Second meeting
Date: Monday, April 23, 2012
Topic:
Solving problems of SMEs and Micro enterprises II: Technical capabilities, human resources, cultivation of markets,
transactions, and other topics
Third meeting
Date: Wednesday, May 16, 2012
Topic:
Solving problems of SMEs and Micro enterprises III
− Exertion of the vitality of young people and women who will take a leading role in the next generation
− SMEs and Micro enterprises (shopping districts, etc.) in communities, and other topics
Meeting of Young People and Meeting of Women
Meeting of Young People and Meeting of Women
Date: Monday, May 28, 2012
Topic: Exertion of the vitality of young people and women who will take a leading role in the next generation, and other topics
Regional Meetings
Local meetings were held at 31 places throughout Japan. For details, see the Appendix.
* In addition, the local governments of Okayama Prefecture and Arakawa Ward in Tokyo held local meetings independently.
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