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COMMENT

Closs

Japan finds there is more to life than growth
By Dandid Pllling
Published: January 5 2011 21:40 | Last updated: January 5 2041 21:49

Is Japar the most successful saciety in the world? Even the question Is likely (all right, designed) io provoke ridicule
and have you spiuttering over your breakfast. The very notion flies in the face of everything we have heard about
Japan's economic stagnation, indebtedness and corporate decline. ‘

Ask a Korean, Hong Kong or US businessman what they think of Japan, and nine out of 10 will shake their head in
sorrow, offering the sort of moumful iook normaily reserved for Bangladeshi flood victims. "it's so sad what has
happenad to that country,” one prominent Singaporean diplomat told me recently. “They have just lost their way.”

It is easy to make the case for Japan's decline. Nominal gross domestic product is roughly where it was in 1991, a
sobering fact that appears to confirm the existence of not one, but two, fost decades. In 1984, Japan's share of global
GDP was 17.9 per cent, according to JPMorgan. Last year it had halved to 8.76 per cent. Over roughly the same
period, Japan's share of global trade fell even more steeply 1o 4 per cent. The stock market continues to thrash around
at one-quarier of its 1996 level, deflation saps animal spirits ~ a common observation is that Japan has lost its *meje] -
and private equity investors have given up on their fantasy that Japanese businesses will one day put shareholders &
first.

Ceriainly, these facts tell a story. But it is only partial. Underlying much of the head-shaking about Japan are two
assumptions. The first is that a successful economy is one in which foreign businesses find it easy lo make money. By
that yardstick Japan is a failure and post-war lraq a glittering friumph. The second is that the purpose of a national
economy is fo outperform its peers.

If one starts from a different proposition, that the business of a state is fo serve its own peopls, the picture fooks rather
different, even in the narrowest aconomic sense. Japan's rea! performance has baen masked by deflation and 2
stagnant poputation. But lock at real per capita income ~ what people in the country aclually care about — and things
are far less bleak;

By that measure, according to figures compited by Paul Sheard, chief economist at Nomura, Japan has grown at an
annual 0.2 per cent in the past five years. That may not sound fike much. But the US Is worse, with real per capita
income-rising 0.0 per cent over the same period. In the past decade, Japanese and US real per capita growth are
avenly pegged, at 0.7 per cent a year. One has fo go back 20 years for the US fo do betier — 1.4 per cent against 0.8
per cent. In Japan’s two decades of misery, Amarican weaith creation has outpaced that of Japan, but not by much.

The Japanese themselves frequently tefer fo non-GDP measures of waifare, such as Japan's safety, cleaniiness,
world-class cuisine and lack of social tension. Lest they (and I} be accused of wishy-washy thinking, here are a few
hard facts. The Japanese live Tonger than cifizens of any other large country, boasting a life expectancy at birth of
82.17 years, much higher than the US at 78. Unemployment is 5 per cent, high by Japanese standards, but half the
level of many western countries. Japan focks up, proportionately, one-twenfieth of those incarceratad in the US; yet
enjoys among the towest crime levels in the world:

In a thought-provoking article in The New York Times last year, Norihiro Kalo, a professor of literature, suggested
that Japan had entered a “post-growth era” in which the illusion of limitiess expansion had given way to something
more profound, Japan's non-consuming youth was at the "vanguard of the downsizing movement”, he said. He
sounded a little like Walizr Berglund, the heroic crank of Jonathan Franzen's Fresdom, who argues that growth in a
malure sconomy, like that in a mature organism, is not healthy but cancerous. “Japan doesn’t need fo be No 2 in the
warld, nor No 5 or 15, Prof Kato wrote. *It's time to look to more important things.”

Patrick Smith, an expert an Asia, agrees that Japan is more of a model than a laggard, “They have overcome the
impulse — and ¢his is something where the Chinese need fo catch up — to westernise radically as a necessity of
modernisation.” Japan, more than any other non-western advanced nafion, has preserved its culture and rhythms of
lifte, he says.

Cne must not overdo it. High suicide rates, 2 subdued role for women and, indeed, the answers that Japanese
themselves provide fo questionnaires about their happiness, do nol speak of & nation entirely at ease with itseif in the
21st century, ¥ is also possibie that Japan is fiving on borrowed time. Public debt is among the highest in the world:-
though, significanily, almost none of it is owsd to forelgners - and a younger, poorer-paid generation will struggle to
buitd up the fat savings on which the couniry is row comfortably slumbering.

if the business of a siate is to project economic vigour, then Japan is failing badly. Butif itis to keep its citizens
employed, safe, economically comfortable and living longer lives, it is not making such a terrible hash of things.

david. pilling@Ft.com

Copyright The Financial Times Limited 2011. Print a singie copy of this article for persenal use. Contact us fyou wish o print more
to distribuie to others.

T and *Financial Times" are frademarks of the Financlal Times. Privacy policy | Tenns
@ Copyright The Finencial Times Lid 2011,
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126 - ANNEX 1 - SURVEY DATA AND METHODOLOGY

Annex 1.1. Definition of SMEs

Box Al.1-1. Defining SMEs

Thete is no single agreed definition of an SME. A variety of definitions are applied among OECD countries,
and employee numbers are not the sole defining criterion. SMEs are generally considered to be non-subsidiary,
independent firms which employ less than a given number of employees. This number varies across counties.
The most frequent upper limit designating an SME is 250 employees, as in the Buropean Union. However, some
member economies set the limit at 200, while the United States considers SMEs to include firms with fewer than

500 employees. Small firms are mostly considered to be firms with fewer than 50 employees while
micro-enterprises have at most 10, or in some cases, 5 employees.

The approach taken by the OECD, and in particular by the Working Party on SMEs and Entrepreneurship ~
is to work with both the national, regional and European Community definitions and to attempt to achieve some
degree of international comparability, The table below presents definitions of SMEs provided by each respondent

to the Member Economy Policymaker Survey.

Table Al.1-1. Defining SMEs

Criteria used
Hember S
economies Definition - B
S| . | 8 |3
2| 2 & | |
=] £ B | @
&l 2 | 8 1&
Australia " e An“SME" as a business ampioying up to 200 employees
e A%medium’ business as a business employing 20 or more employees bul employing less X
than 200 employees
e A®small’ business as a business that empioys up fo 20 employees
Austria »  Asper EC Recommendation 2003/361/EC X X X
Brunel o Definition of SMEs in Brunei Darussalam is baset on number of employess, /8. those
Darussalam business establishments with 100 or less employees.
s Subdivisions of SMEs are: X
o Micro - up to 5 employses
o  Small - 6-50 employses
o Medium - 51-100 employees
Canada «  Generally, the defirition of an SME is based on emplgyment size with a few exceptions
o Smal (goods producing) - 1-99 employees
«  3mall (services)— 1-49 employees X
«  Medium - 100-489 employees
» A micro-enterprise is defined as having 1-4 employees
Canada ~ SHEs irclude businessas with Tewer than 500 full-ime-eguivalent employees and fess
{Aboriginal ihan CAD 50 milllon in annuat revenue X X
Peoples of
Canada)

REMOVING BARRIERS TG SME ACCESS TO INTERNATIONAL MARKETS ~ 1SBN-978-92-64-04024-3 © OECD 2068
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Criteria used
Member .
sconomies Deftnition = g
g 5 | Eis
2| 8| £ |3
el E| £ | 2
1| = o 0
Chile «  The standard definition s based on annual sales of enterprises:
o Micro enterprises: annua sales USD 81 000
o Small enterprises: USD 84 000 < annual sales USD 844 (00
o Medium enterprises: USD 844 000 < annual seles USD 3 380 000
o Large enferprises: annual sales > USD 3 380 000 X X
» Few programmes use a definition based on numbers of employees:
o Micro enterprises: 01-09 employees
o Smat enlerprises; 10-43 employees
o Medium enterprises: 50-189 employees
o Large enterprises: 200 apd more employees
Czech Repubiic s As per EC Recomtmiendation 2003/381/EC X X X
Densmark « A company with less than 50 pecpie employed and annial revenues of less than X X
DKK 50 mifiion (EUR 8.70 millian)
Fintand s As per EC Recommendation: 2003/361/EC X | X X
France «  According to Recommendation 2003/361/EC X X X
Germany «  SME are companies with less than EUR 50 milfion tumover and fess than
5G0 employees: X X
»  Small-sized companies: less than EUR 1 miion tumover and less than 10 smpioyees
«  Medium-sized companies: EUR 1-50 million tumover and 10-459 emplgyees
Greace o According to Recommendation 2003/381/EC X hd X
Hong Keng, o Manufacturing enterprises employing less than 100 persons X X
China «  Non-manufaciuring enterprises employing fess than 50 persons
Hungary »  According to Recommendation 2003/361/EC X X X
indonesia « " SME definifion by law number 9/1995 is based on: the amount of annual sales and asseis
other than land and buildings
«  Small enterprises are defined as firms with asset of less then IDR 200 mifiion or sales of X X
jess than IDR 1 bifiion
o Medium enterprises are defined as frms with assets of between IDR 200 million and
IDR 1 billion
ireland » Asper EC Recommendation 2003/381/EC X X X
italy s According fo Recommendation 2003/381/EC X X X
Japan Industries Capital size
{milllen JFY} Employess
Manufactuzing and others 300 ot less 300 orjess
Wholesale 100 or less 100 or less X X X
Retaif 50 orl 50 or lgss
Services ortess 100 or less

REMOVING BARRIERS TO SME ACCESS TO INTERNATIONAL MARKETS ~ ISBN-978-92-64-04024-3 & OECD 2008
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Criterla used
Member
economies Definition - ~§
=
El 5 | 2 | 8
gl 8| £ |%
=8 = 2 h
&1 2 | 8 | &
‘Korea SMEs Micrg enterprises
Na, of No. of regular
Industry regular Pald-in-capital or employees
emplo-yes | sales
$
Manufaciuring %g{s)s than ]IEF::V 8 billon or Less than 50
Mining Construction Less than KRW 3 biffion or
Transportation 300 less Less then 50
Large-scale wholesaler, hotels, Lessthan | KRW 30 billion o
information processing 300 less Less than 10
Seeding, broadcasting Lossthan | Seesof X X X X
fishery-related fuels or relevant 200 KRW 20 bilionor | Less fhan 10
products less
Wholesales, call sales,
maintenance leasing, specialized Sales of
science/ Less than -
technology services, business 106 ;;F::V 10billionor | Less than 10
assistance services, enterfainment
services, news provider
Sales of
Gthers KRW 5 bilion or Less than 10
less
Malaysia Caiegory Micro-enterprise Small enterprise Medium enterprise
11 Manufactumg Sales furnover of less Sales turnover Sales Wurnover between
Manufacturingr ¢ than MYR 250000 OR between MYR 10 mifion and
elated services full-ime employees not | MYR 250 000and | MYR 25 milion OR
angd Agro-based | exceeding 150 less than full-time employees
industries MYR 10 mifion between 51 and 150
OR full-time
employees
between 5 and 50 X X X
2} Services, Sales turnover of less Sales turnover Sales turnover between
Primary than MYR 200 000 OR between MYR 1 millicn and
Agriculiure and fuli-ime employees tess | MYR 200000 and | MYR 5 millicn OR fell-
icT than § legs than time employees
MYR 1milion OR | between 20 and 50
fui-time
employees
between 5 and 19
Mexico Number of employees by seclor:
Category Industry Trade Services
WMicro 0-10 010 0-10
X X
Small 11-50 11-30 11-50
Medium 51-280 31-100 51100
Netherlands = According to Recommendation 2003/361/EC X | X X
New Zealand «  New Zealand defines SMEs 25 businesses emploving fewer than 20 employees X
Norway o According to Recommendation 2003/381/EC X X X
Eapua New «  SMEs are ihose businesses employing 2-20 employees X
uinea

REMOVING BARRIERS TO SME ACCESS TO INTERNATIONAL MARKETS - ISBN-976-92.64-04024-3 © OECD 2008
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Criteria used

Member

Deflnl
economies ition

Employment
Turnover
Other financial
By sector

Pen »  Based on the current Law for Promotion of Micro and Small Enterprises, the definition of
small enterprise regards the number of employees or the annual turnover. Currently,
there is no definiiion of mediem enterprises
o Micro enterprises:
= Number of employees; 1 up fo 10. X X
»  Annual furnover: up to 150 UIT
o Small enterprises:
»  Number of employees: 1 up o 80
= Annual tumover: befween 150 UIT and 850 UIT
{*) An UIT Is the tributary tax unit that is equivalent to 3 400 soles for the year 2006

-
Phillppines «  ASME Is defined as any business activity of enterprise engaged in industry, agribusiness
andfor services, whether single proprietorship, co-operative, parinership or corporation
whose total assets, inciusive of those arising from loans but exclusive of the and on
which the parlicutar business entity's office, piant and equipment are situated, must have
value faiing under the foliowing categories:
o Bysssetsize
= Micro: Up to PHP 3 000 000 X X
= Small: PHP 3 000 00115 000 000
= Medium: PHP 15 000 01~100 00D 000
o Allernatively, SMEs may be classified according to employment size, thus:
= Micro: 18 emplioyees
= Smal 10-99 employees
»  Medium: 100-199 employees

Poland »  According to the definition in the Business Activity Law of 19/11/1999 a small
snlrepransur is an entrepreneur who , during the previous fiscal year: 1) employed the
average annual nurmbar of employees not exceeding 5C persons and 2) achieved a net
financial income on the sale of his goods, products and services and on financial
operations, not igher than the Polish zloty squivalent of EUR 7 milllon; or whose tota!
vaiue of assets contained in the balance sheet at the end of the previous fiscal year did
nat exceed the Polish zloty squivalent of EUR 5 million.

o However, a small enierprise is not an enferprise where entrepreneurs other than small
onas hold: 7) more than 25% of the contributions, shares or stocks, 2) the right to more
fhan 25% of the profit share, 3) more than 25% of votes at the assembiy of partners
{sharehclders), X X X

« A medium-sized entrepreneur is an entreprensur whe is not a small entreprensur and
who during the previous fiscal year: 1) employed the average annual number of
employees not smaller than 250 persons and, 2) achieved a net financial income on the
sale of his goods, products and services and on financial operations, not higher than the
Polish oty equivalent of EUR 40 mifion, o whose total vatue of asssts contained in the
balance sheet at the end of the previous fiscal year did not exceed the Polish Zioty
equivalent of EUR 27 miffion.

«  However, 2 medium-sized enterprise Is not an enterprise where entrepreneurs cther than
mediums-sized ones hold: 1) more than 25% of the contributions, shares or stocks, 2} the
right to more than 25% of the profit share; 3} more than 25% of votes at the assembly of
partners (shareholders). '

Romania »  According to Recommendation 2003/361/EC X 11X X

Singapore e  Local SMEs in the Manufacturing sector; Enterprises with a1 least 30% local equity and
net fixad assels investment value of less than SGD 15 milion X X X X

»  Local 8MEs in the Services and commerce secior: Enterprises with &t lzast 30% local
equity and less than 200 workers

Slovak Republic «  According to Recommendation 2003/361/EC X

>
i

Spain «  According o Recommendation 2003/361/EC X

Sweden «  Enterprises with less than 250 employees are categorised as SMEs. Those with less than
50 employees are small enterprises and those with less than 10 employees are X
categorised as micro snlerprises.
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130 - ANNEX 1 - SURVEY DATA AND METHODOLOGY

Criteria used
Member .
economies Definition - =
3 -
- o e &
[=5 = 2 0
6| 21l 8| &
Switzeriand o Mioro enterprise: 1-9 employees
+  Small enterprise: 10-39 employees X
o Medium-sized enerprise: 50242 employees
s Large enferprises: > 250 employees
Chinsse Taipei « Al sactors except for commercs, fransportation services and other services: Paid-in
capital not exceeds TWD 80 million; or regular employees not exceed 200 persons
»  Commerce, ranspottation services and other services: tolal operating revenue in the X X X
preceding yeat not exceeds TWD 100 million; or its reguiar employees not exceed
50 persons {extending induséry terms to agriculture)
Turkey +  Enterprises with less than 250 employees and less then TRY 25 000 000 in revenuss. X X
United Kingdom o Agcording to Recommendation 2003/361/EC X X X
United States «  4-100 employees (small)
o 101-499 employees {medium)
Vietnam «  SMEs are those business and production establishments that have registered under the
cuitent fegistation, have registered capital of fess than VND 10 bilfion at business X X
registration agencies andfor an average number of annual permanent employees of less
than 300
EG- Category Headcount Tumover or balance sheet total -
Recommen-dati | Medium < 250 < EUR 50 million sEUR4Im X X X
on 2003/361/EC | Small < B0 < EUR 10 million SEURIGm
Micro <10 < EUR 2 million < EUR 2m
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