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Part I of this report analyzes business trends in SMEs and small businesses and also analyzes labor 

productivity, reinvigoration, diversity and roles and functions of SMEs and small businesses. 

 

Part II analyzes efforts for creating value added, in particular, review of business domains and fields, 

differentiation of products and services, effective utilization of intangible assets, and promotion of 

collaboration with external organizations and open innovations. In addition, it analyzes efforts for 

setting appropriate prices and establishing trading relationships. 

 

Part I - Trends in SMEs in FY2019 

• Trends in SMEs and small businesses 

This chapter explains that achievements made by SMEs and small businesses have been changing. 

Generally, achievements have been flat or rather declining since 2019. Additionally, the recent 

business conditions of such enterprises appear to have slowed. The chapter also describes how such 

enterprises need to address a variety of challenges, while they are expected to continue to face severe 

conditions as a result of impacts caused by the novel coronavirus disease. 

 

• Labor productivity of SMEs and small businesses 

This chapter describes that labor productivity of SMEs and small businesses has been remaining flat 

and inequality between such enterprises and large enterprises is seen regardless of type of industry, 

and it explains that, at the same time, there are a certain number of SMEs showing labor productivity 

superior to that of large enterprises. 

 

• Reinvigoration of SMEs and small businesses 

This chapter shows that business closure of enterprises has contributed to improvement of 

productivity in the entire economy, while a certain number of enterprises close businesses even if 

they maintain high productivity. It also explains the situation where aging business owners and a 

shortage of business successors are considered to be a cause of such closure of enterprises with high 

productivity and that efforts for business succession in order to avoid dissipation of enterprises’ 

precious management resources have been becoming more important. 

 

• Diversity and roles and functions of SMEs and small businesses 

This chapter classifies “ideal approaches” that SMEs and small businesses aim to achieve into four 

categories, and based on this, analyzes characteristics of the respective categories, thereby showing 

heterogeneity of such enterprises that cannot be ascertained only by focusing on types of industries. 



 

Part II – SMEs as sources of creating new value 

• Efforts for creating value added 

Value added and labor productivity that enterprises generate 

This chapter explains that a continuous virtuous cycle from profit expansion to wage hikes requires 

efforts for increasing value added per se that enterprises generate as the starting point of such cycles. 

 

Review of business domains and fields and differentiation of products and services 

This chapter describes that enterprises’ entry into new business domains and fields is effective to 

increase sales volumes and raise unit prices and that enterprises engaging in development of 

products and services, as part of the efforts for differentiating their products and services in the 

existing business domains, have been achieving a greater improvement in labor productivity. 

 

Effective utilization of intangible assets and promotion of collaboration with external organizations 

and open innovations 

This chapter explains that: enterprises advancing investment in human resources have been 

achieving a greater improvement in labor productivity; enterprises in the manufacturing industry 

tend to achieve high labor productivity if they place priority on intellectual property rights or 

knowhow; and enterprises engaging in open innovations in collaboration with different industries or 

universities have been achieving a greater improvement in labor productivity. 

 

• Appropriate price setting for winning value added 

This chapter states that concerning the enterprises having more advantages in products and services 

over competitors, approximately half of them fail to fully reflect their advantages in the prices of 

their products or services and that enterprises should be committed to: “conveyance of their 

advantages to customers,” “raising awareness of avoiding participation in price competition” and 

“management of costs for the respective products and services” as effective actions to reflect their 

advantages in prices. 

 

• Establishment of trading relationships for winning value added 

This chapter explains that each SME should enhance its negotiation skills and improve trade 

conditions in order to exercise its own strong points and win value added. It also stresses that the 

roles played by ordering enterprises including large companies are also important toward 

establishing fair trading relationships. 


