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Determinants of Small Business Presence 

in Japanese and UK Manufacturing 

Noriyuki Doi and Marc Cowling 

ABSTRACT 

The present paper has attempted to examine determinants of small 

business(SMEs) presence in Japanese and UK manufacturing industries, 

using a cross-industry model. The results suggest that market structure 

elements have a definite influence on SHEs' share. This conclusion is 

consistent with the findings observed in the US and other European 

countries. The main results here are the following; (1) Concentration 

is negatively related to SMEs' share. (2) Capital intensity and 

requirements have a negative influence. (3) Scale economies have a 

negative association with SMEs1 share. (4) R&D provides disadvantages 

for SHEs. 

(5) The above results are found for both the countries. But, 

advertising shows a different result between the countries; it has a 

negative effect in the UK, while it has no effect in Japan. (6) Also, 

both industry size and growth have a different relationship between the 

countries. These factors have^a significant effect in the UK. but the 

former has a negative effect, while the latter has a positive effect. 

On the other hand, these factors have no discernible effect in Japan. 

(7) The subcontracting has no definite influence on SMEs' share in Japan, 
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or SHEs. See Doi[1994] and Samways and WhittomeC1994]. 

(3) The divergent discussions are found in for example Scherer and 

Ross[1990] and Kirchhoff[1994]. 

(4) For example. Abbot and Hay[1995] is very interesting. 

(5) For subcontracting relationship, see Doi and CowlingC1995]. 

(6) Also, the growth of SHEs is discussed in many studies like 

Barabergert1994] and Barber et a 1.[1989]-

(7) For the definition of SHEs, see Doi and Cowling[1995]. 

(8) In recent years, there are an increasing number of joint R&D 

ventures between large firms and SHEs. Doi[ 1995] shows that more 

than half of sampled big firms have joint R&D partnership with SHEs. 

The fact suggests that SHEs have a larger technological 

competi tiveness. 

(9) We used the ratio of within-industry transaction to output for SHEs 

of 2-digit industry, which was computed from the Input-Output Table 

by Size (unpublished), by Small and Hedium-Sized Enterprise Agency, 

Japan. But, the variable had no effect as well. 
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