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In my research plan, | planned to study: (1) Changes in technology, industry, and management in
Japan's SMEs, (2) Response of Japanese SMEs to labor shortages, (3) Relationship between
Japanese SMEs' entry into China and labor shortages, (4) Recruitment and education of Japanese
SMEs. Of these four, my particular focus was on a survey of SMEs operating in China (November
2019).

In China, | conducted a survey of Japanese SMEs in Suzhou City, Jiangsu Province, because |
have visited Suzhou frequently more than 10 years ago and have visited many Japanese
companies. The survey revealed the following: First, Japanese SMEs' entry into Suzhou began in
the 1990s and peaked in the early 2000s. Second, the reason for Japanese SMEs' entry was that
there were many alternatives to domestic production, and SMEs exported many products to Japan
immediately after the entry. At the time, China's wage level was lower than that of Japan, and
production costs were kept low.

Third, however, wages in China have risen in recent decades and the yen has depreciated, and
the advantages of low production costs for SMEs in Suzhou have been lost. Fourth, in response to
this situation, Japanese SMEs in China are now seeking business with new customers. However,
the situation of large Japanese companies in China has changed significantly over the past
decade. Electronics companies have lost their traditional competitiveness. Even today, competitive
large companies are increasing their dealings with Chinese companies to reduce production costs.
Japanese SMEs cannot easily find new clients. Fifth, Japanese SMEs are trying to improve the
skills of Chinese employees and actively utilize Chinese employees to increase production
efficiency.

As mentioned above, Japanese SMEs have started local production in China to compensate for
the shortage of low-wage labor in Japan and pursue low production costs. However, the business
environment of low production cost, which once existed, no longer exists in China. In order for
Japanese SMEs to survive in China, a new response is heeded.
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Japan's SMEs in the age of labor shortage in 2010s
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In my research plan, I planned to study: (1) Changes in technology, industry, and management in Japan's SMEs, (2) Response of
Japanese SMEs to labor shortages, (3) Relationship between Japanese SMEs’ entry into China and labor shortages, (4) Recruitment
and education of Japanese SMEs. Of these four, my particular focus was on a survey of SMEs operating in China (November 2019).

In China, I conducted a survey of Japanese SMEs in Suzhou City, Jiangsu Province, because | have visited Suzhou frequently more
than 10 years ago and have visited many Japanese companies. The survey revealed the following: First, Japanese SMEs’ entry into
Suzhou began in the 1990s and peaked in the early 2000s. Second, the reason for Japanese SMEs’ entry was that there were many
alternatives to domestic production, and SMEs exported many products to Japan immediately after the entry. At the time, China's
wage level was lower than that of Japan, and production costs were kept low.

Third, however, wages in China have risen in recent decades and the yen has depreciated, and the advantages of low production
costs for SMEs in Suzhou have been lost. Fourth, in response to this situation, Japanese SMEs in China are now seeking business
with new customers. However, the situation of large Japanese companies in China has changed significantly over the past decade.
Electronics companies have lost their traditional competitiveness. Even today, competitive large companies are increasing their
dealings with Chinese companies to reduce production costs. Japanese SMEs cannot easily find new clients. Fifth, Japanese SMEs
are trying to improve the skills of Chinese employees and actively utilize Chinese employees to increase production efficiency.

As mentioned above, Japanese SMEs have started local production in China to compensate for the shortage of low—wage labor in
Japan and pursue low production costs. However, the business environment of low production cost, which once existed, no longer
exists in China. In order for Japanese SMEs to survive in China, a new response is needed.
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