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applied, but there is no any accepted set of best standard 

measurements. Therefore, in the current study, business per-

formance is identified in terms of including financial and non-

financial measures of annual sales, annual profits, number of 

employees, market share and reinvestment in the business.

2.3 Business Strategy and Performance

The performance of an enterprise is determined by the busi-

ness strategy it adopts4,5). Many researchers have associated 

business strategies with performance, distinguishing between 

strategies associated with high and low performance6,7,8,9). 

Strategies which result in high performance are identified 

with activities that generally lead to success in the industry; 

that is key success factors23). These activities are associated 

with initiatives in industry52). Researchers have identified such 

initiatives to include emphasis on product quality, product and 

service innovations, development of new operating technolo-

gies, and discovery of new markets21). Activities associated 

with high performing strategies also include emphasis on 

customer service and support, extensive advertising, and 

use of external finance8). Further, because high performing 

strategies involve initiative-taking, they are often referred to as 

proactive strategies53). All the activities of a proactive strategy 

are well integrated20).

Firms which perform below average tend to follow others 

in the industry and to react to events in their environment. 

Such firms are characterized by strategies which emphasize 

risk avoidance and involve little innovation54). Strategies of low 

performing firms include limitations of more successful firms in 

the industry, but usually fall short in some important respect23). 

The activities that comprise these strategies are often not 

well integrated and are mismatched with the demands of the 

environment23). They are often referred to as reactive strategies 

because they are characterized by reactions to events rather 

than by initiative-taking53). In reality, the two strategies may 

not be so clearly distinguishable. Firms pursuing proactive 

strategies may sometimes conform to industry norms and 

adopt standardized strategies. However, they do this not 

out of tradition, as with low performing reactive strategies, 

but because that is the best strategy at the time. Strategies 

with varying degrees of proactivity and reactivity lie along the 

proactive-reactive continuum.

Focusing on business strategy items and performance, 

some studies have identified that there are some relationships 

between strategy activities and performance. The activities 

of improving existing products to meet changing customer 

needs, developing new products and emphasizing product 

quality are associated with market share increases by attract-

ing new customers and retaining existing ones55,21). In contrast, 

low performing firms are likely to ignore these innovative and 

risk taking activities. High performing firms are implementing 

new production technologies, emphasizing cost effective-

ness and concerned with employee productivity to compete 

with competitors within the industry more so than the low 

performing firms56,57). Furthermore, Kotey and Meredith (1997) 

pointed out that when firms are advertising more, identifying 

brand names for products, greater emphasizing customer 

service and credit, exploring marketing techniques, it leads to 

an increase in high performance2). As far as financial strategic 

activities are concerned, they also stated that high perform-

ing firms use more debt financing and assessment of costs 

and benefits associated with alternative sources of external 

funding than the low performing firms. As mentioned in the 

literature, SMEs are more labour intensive than the large firms. 

Within their research, it is also found that assessment of em-

ployee performance, concern with employees’ well being and 

job satisfaction, involving employees in decision making are 

more common in high performing firms than low performing 

firms. Research shows that owner-managers, who seek the 

assistance of experts and make networks within the industry, 

perform better than those who do not58).

Particularly, some empirical studies investigated the dif-

ferent strategy typology (orientation) and performance of 

firms. In considering the two groups of strategy orientation of 

proactive and reactive strategies, research which was done in 

the furniture industry related to business strategies and perfor-

mance by Kotey and Meredith (1997) demonstrated that high 

performers pursue proactive strategies and low performers 

pursue reactive strategies2). Average performing firms exhibit 

a combination of proactive and reactive strategies. Similar to 

this, they investigated four different strategy typologies and 

performances and concluded that prospector strategy (proac-

tive strategy) influences the growth of the company10). This 

idea is also supported by Matsuno and Mentzer (2000)59).

From a review of the above literature and to investigate 

the research objective, the following conceptualized research 

model (Figure 1) was developed to test the business strategies 

and their relationship with enterprise performance. Business 

strategies were defined in terms of twenty five (25) strategy 

items which is developed based on the literature from five 

business functional areas such as finance, production, HRM, 

marketing and (R&D) 2,48). Business performance of SMEs 
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was measured in terms of mixed financial and non-financial 

measures including increased annual profits, annual sales, 

market share, number of employees and reinvestment in the 

business.

The research methodology which was applied to investigate 

the conceptualized model is presented as follows.

3.  Methodology

3.1 Sample

For the purpose of achieving the main research objective 

of examining the relationship between business strategies 

and business performance, a total number of five hundred 

and fifty (550) SMEs in Aichi Prefecture in Japan and five 

hundred (500) in Western province in Sri Lanka were selected 

from manufacturing SMEs. Aichi Prefecture is the third largest 

prefecture in terms of number of establishments of SMEs and 

also produced the highest shipment in Japan60). Therefore, 

this prefecture has a high industrial contribution to the GDP 

and plays a crucial role in economic development. Similar to 

this, Western province has the highest number of industrial 

establishments in Sri Lanka and also a high contribution to the 

GDP61). The electronic databases maintained by the Aichi As-

sociation of Small Business Entrepreneurs (from 2005 to 2007) 

and Government of Aichi Prefecture were used to draw the 

sample in Japan and a database maintained by the National 

Chamber of Commerce was used to draw the sample in Sri 

Lanka. Within these databases, only registered manufacturing 

SMEs were considered among all registered SMEs. It is noted 

that, manufacturing SMEs employ the largest number of em-

ployees compared with other SME industries in Japan as well 

as in Sri Lanka. Further, SMEs whose employees are less than 

300 were included in the sample as they are considered to be 

“SMEs” according to the Small and Medium Enterprise Basic 

Law of defining manufacturing SMEs in Japan13). Similarly, this 

criterion was also applied in the Sri Lankan context as there 

is no standard definition.

3.2 Data Collection

The researcher collected primary data pertaining to busi-

ness strategies and performance and a mail survey was 

conducted to collect them from the two samples in Japan 

and Sri Lanka. Furthermore, the questionnaire method was 

chosen as a principal technique of data collection, because it 

afforded the advantages of vast coverage, speed, cost, less 

pressure and versatility.

A comprehensive questionnaire was developed that was 

comprised of four major parts. The first part included seven 

questions related to owner-manager characteristics: age, 

sex, martial status, educational qualifications, experience, 

most important reason for entering business and whether the 

individual had a family member who owned a business. The 

second part included questions related to the firm/business 

characteristics, including industry, age, number of employ-

ees, source of resources, market for production, whether 

the business is a family business and number of managers 

and supervisors. These data were utilised to identify a more 

meaningful profile for the sample.

The third part followed the questions related to the business 

strategies of the firm. A total of twenty five (25) operational 

strategic activities were developed covering five major areas 

of finance, production, HRM, marketing and R&D. Particularly, 

under business strategies, the first four questions were related 

with the finance strategic activities of the firm including use 

of outside borrowed funds, searching for sources of finance, 

reinvesting profits earned and maintaining large cash bal-

ances. Next activities from no. 5 to 9 were followed by the 

production strategies. Such as changing or reinvesting pro-

duction methods, improving existing products to meet chang-

ing customer needs, developing new products, emphasizing 

product quality, and emphasizing cost reduction in all areas 

of the business. Activities no. 10 to 15 were focused on the 

HRM strategies, asking about the activities from respondents, 

involving employees in decision making, using clear personal 

policies in reward and punishment of employees, emphasizing 

employee welfare, assessing employee performance, assess-

ing employee job satisfaction, and emphasizing employee 

productivity. Marketing strategies are included (activity no. 16 

to 22) the activities such as using brand names, advertising 

products, extending customer credits, pricing products at 

market price, emphasizing customer service, selling products 

direct to end users, and selling through distribution channels. 

The last three activities illustrated the R&D strategies such as 

consulting technical experts, taking part in activities related 

Business Strategies

⦁ Proactive strategy

⦁ Reactive strategy

Business Performance
⦁ Annual sales
⦁ Annual profits
⦁ Number of employee
⦁ Market share
⦁ Investment to the businesses

Figure 1:  Conceptualized Model for Association between Business 
Strategy of SMEs and Enterprise performance
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to trade or industry associations and attempting to predict 

industry trends and acquiring knowledge of competitors’ 

activities. Within the questionnaire, in this part, participants 

were asked to rate the degree of extent to which each activ-

ity is undertaken in the operation of the firm on a five-point 

Lickert scale ranging from “never use” (score 1) to “always 

use” (score 5).

Finally, business performance was measured in terms of 

annual sales, annual profits, number of employees, market 

share (local and international), and investment in the business. 

The respondents were asked to rate the trends for the above 

performance metrics over the last three years (2005 to 2007) 

on a five-point Likert scale ranging from “highly decreased” 

(score 1) to “highly increased” (score 5). All of the questions 

developed were closed-ended and multiple choice, and sim-

ply required ticking or circling the appropriate answer, thus 

minimising the completion time. The data collection started 

after employing a pilot study. Based on the findings of the pilot 

study, some minor changes in the questionnaire were made. 

The questionnaire was initially prepared in English, and it was 

later translated into Japanese and Sinhala.

The reliability of the business strategies and performance 

measures were evaluated and found to be acceptable, 

respectively, with a Cronbach’s alpha of 0.73 and 0.84 for 

Japan and 0.84 and 0.94 for Sri Lanka. This self-administered 

questionnaire was sent by postal mail with a return stamped 

envelope to the owner-managers of SMEs in both countries 

in the middle of the 2008 fiscal year.

3.3 Data Analysis

In this study, for the purpose of achieving the main research 

objective and based on the nature of the data collected, 

non-parametric statistical techniques for data analysis were 

employed. Non-parametric techniques are ideal for this use 

because; the data were measured using nominal (categorical) 

and ordinal (ranked) scales, the distribution of the popula-

tion scores was not normal, the violation of the assumption 

of homogeneity of variance. Therefore, a non-parametric 

technique, the chi-square independence test, was applied 

to measure the relationship between business strategies and 

business performance. The primary objective of the chi-square 

independence test is to determine whether two variables 

are related or not. The value was calculated using business 

strategies as the independent variable and various aspects 

of business performance, including elements such as annual 

sales, annual profits, number of employees, market share and 

reinvestment into the business, as the dependent variables. 

The Pearson’s chi-square value was calculated to determine 

the level of significance. In this test, if the calculated value 

(p) is less than 0.05, the relationship between two variables 

is significant. Statistical calculations were made using SPSS 

software62).

4. Results and Analysis

4.1 Sample Characteristics

A total of 231 SMEs in Japan and 224 SMEs in Sri Lanka 

responded to the survey. The response rate for the distributed 

questionnaire was 42% in Japan and 45% in Sri Lanka. Due 

to issues with incomplete data, 16 and 10 questionnaires from 

Japan and Sri Lanka, respectively, were disregarded. The re-

maining 215 in Japan and 214 in Sri Lanka were included in 

the data analysis. The characteristics of the two samples are 

presented in the following sections.

4.1.1 Owner-Manager Characteristics

As for the owner-manager characteristics of the samples 

from the two countries, their most important features are sum-

marised in Table 1.

As shown in Table 1, over half of the Japanese owner-

managers (55%) were over fifty years old, whereas 83.3% 

of managers were less than fifty one years old in Sri Lanka. 

This shows that, on average, owner-managers of SMEs in 

Japan are older than in Sri Lanka. Based on the data regarding 

educational qualifications in Japan, 66.8% of owner managers 

have obtained a university degree. In contrast, most of the 

owner-managers in Sri Lanka have only attained a high-school 

Table 1: Owner-Manager Characteristics of SMEs

Owner-Manager Characteristic
Japan

%
 Sri Lanka

%

Age
(Years)

20–30

31–40

41–50

51–60

61–70

Over 70

1.4

15.2

28.4

30.8

19.0

5.2

15.7

28.7

38.9

15.7

1.0

—

Education

Middle School

Middle School

High School

University Graduate

Professional

Others

3.3

21.3

66.8

4.8

3.8

—

17.6

41.7

17.6

—

21.3

1.9

Experience
Yes

No

72.0

28.0

34.3

65.7

Source: Survey data, 2008
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level of education. This indicates a lower level of education 

among Sri Lankan managers than among the managers in 

Japan. Before entering the business, 72% of Japanese owner-

managers had prior experience owning a similar business, 

while only 34.3% of managers had prior experience in Sri 

Lanka. In addition to the data in Table 1, we can note that in 

Japan, 96.2% of managers are males and 3.8% are females. 

In Sri Lanka, the percentages are 88% and 12% for males and 

females, respectively. Furthermore, 92.9% of managers are 

married in Japan, while this figure is 84.3% in Sri Lanka. The 

most important reason for entering the business in Japan is 

that the firm in question is a family business (70.4%), whereas 

personal interest (41.7%) is most important in Sri Lanka. 

74.8% of Japanese owner-managers’ family members have 

owned a business, compared to only 25% in Sri Lanka.

4.1.2 Firm Characteristics

In terms of firm characteristics within the two countries, the 

most important features are summarised in Table 2.

As the table indicates, the majority of firms in the Japanese 

sample are older, as over 62% of SMEs are more than 41 

years old. In contrast, half of the SMEs in Sri Lanka fall into 

the category of 11-20 years of operation. Interestingly, most 

of the firms in Japan operate as joint-stock corporations 

(84.7%), while in Sri Lanka, they operate as sole proprietor-

ships (67.6%). One of the salient features of the majority of 

SMEs in both countries is that they employ fewer than 100 

employees. These percentages are 78.5% of firms in Japan 

and 91.7 % of firms in Sri Lanka.

In addition to considering the above data, we can also look 

to the fact that the major source of financing in Sri Lanka 

for these enterprises came from a mix of personal savings, 

family loans and bank loans (51.9%), while personal savings 

financed 45.8% of Japanese firms. Firms produced goods 

equally for local and international markets in Japan, whereas 

in Sri Lanka, 82.4% of production was for the local market. 

Presently, 42.7% of firms in Japan and 36.1% of firms in Sri 

Lanka operate as family businesses, while the others are non-

family businesses. Most firms in both countries have two to 

five managers each who operate these organisations.

Furthermore, Table 3 shows the categories of industries 

with which the SMEs within the two samples were involved. 

It shows that the majority of firms in Japan operated in fab-

Table 3: Involved Industry of the Sample in Japan and Sri Lanka

Industry
No. of Firms

%

Japan Sri Lanka

Food and Beverages

Textile and Wearing Apparel

Furniture, Fixtures and Lumber and Wood

Paper, Printing, and Allied Products

Chemical, Petroleum, Rubber and Plastics Products

Leather

Ceramics, Stone, Clay, Glass, Concrete Products

Fabricated and Metal Products

Machinery (general, precision machines and others)

Electronic and Electric and Electrical Equipments

Automobile Parts (Motor Car)

Welding

Miscellaneous

Total

6.5

5.1

5.6

7.4

12.1

3.7

4.2

19.5

13.5

4.2

7.0

—

11.2

100.0

11.1

14.8

11.1

6.5

13.9

3.7

4.6

10.2

1.0

8.3

0.9

1.9

12.0

100.0

Source: Survey data, 2008

Table 2: Firm Characteristics of SMEs

Firm Characteristic
 Japan

%
 Sri Lanka

%

Age 
(Years)

Not more than 4

5–10

11–20

21–30

31–40

More than 41

1.9

4.2

3.7

8.8

19.1

62.3

12.0

28.7

50.0

7.4

0.9

0.9

Legal 
Form

Sole Proprietorship

Partnership

Limited company

Join Stock 

Corporation

Other

2.3

0.5

2.3

84.7

10.2

67.6

0.9

24.1

7.4

—

No. of 
Employees

Less than 9

10–19

20–49

50–99

100–250

250–300

21.5

14.0

23.8

19.2

17.3

4.2

34.3

12.0

27.8

17.6

7.4

0.9

Source: Survey data, 2008
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ricated and metal products (19.5%) and machinery (13.5%) 

industries. In Sri Lanka, most firms produced textiles and 

apparel (14.8%) or chemical, petroleum, rubber and plastics 

products (13.9%) industries.

4.2 Business Strategies of SMEs

Responses for the items related to measure business strate-

gies of SMEs in Part three of the questionnaire is presented 

as mean scores (x–) and standard deviation(s) values for each 

strategy item with the following Table 4 for both samples in 

Japan and Sri Lanka.

As mentioned in section 2.3, twenty-five strategy items are 

developed in five major business functional areas related with 

finance, production, HRM, marketing and R&D. According 

to the above table, under the finance strategies, the highest 

mean score in the sample from Japan records 3.62 with the 

strategy item of reinvestment of earned profits, whereas in Sri 

Lanka, the highest mean score is for searching for cheaper 

sources of finance (x– = 4.08). It implies that these two strate-

gies are commonly used in the respective country’s SMEs. On 

the other hand, the lowest mean 2.68, related to maintaining 

large cash balances in the Sri Lankan sample, indicates that 

this strategic activity is rarely followed by firms. Except for 

this, other strategic items in the functional area of finance 

in both countries are being used by the firms, as all means 

recorded more than 3.5.

Items 5 to 9 are included in production strategies which are 

more important in the manufacturing industry. Based on the 

calculated mean values, in both samples, the similar feature 

which can be seen is that the highest mean is related with the 

strategy item of emphasizing product quality (4.46 in Japan 

and 4.36 in Sri Lanka). Furthermore, it is apparent that all 

production strategies are rated over 3.7 in both countries.

Items 10 to 15 are related with the firm’s HRM strategies. 

Under this, the calculated means show that the highest mean 

score in the two samples is on emphasizing employee pro-

Table 4: Mean Scores for Business Strategies of Manufacturing SMEs in Japan and Sri Lanka

Strategy Item
Japan Sri Lanka

x– s x– s

Finance
Use of outside borrowed funds 3.45 1.100 3.55 1.212
Search for cheaper sources of finance 3.51 1.027 4.08 0.921
Reinvestment of earned profits 3.62 0.927 3.92 0.879
Maintaining large cash balances 3.51 0.738 2.68 0.905
Production
Changing or reinvesting production methods 3.72 0.785 3.81 0.980
Improving existing products to meet changing customer needs 4.06 0.736 4.08 0.750
Developing new products 3.93 0.921 4.03 0.756
Emphasizing product quality 4.46 2.796 4.36 0.601
Emphasizing cost reduction in all areas of the business. 4.01 0.764 4.18 0.669
HRM
Involving employees in decision making 3.80 0.758 3.76 0.886
Using clear personal policies in reward and punishment of  
employees

3.41 0.775 3.42 0.881

Emphasizing employee welfare 3.71 0.692 3.98 0.741
Assessing employee performance 3.88 0.701 3.82 0.897
Assessing employee job satisfaction 3.78 0.717 4.05 0.755
Emphasizing employee productivity 3.92 0.660 4.13 0.713
Marketing
Using brand name 3.29 1.082 3.84 1.078
Advertising products 3.21 0.987 3.11 1.211
Extending customer credits 4.15 0.693 3.45 1.013
Pricing products at market price 3.73 0.806 4.11 0.706
Emphasizing customer service 4.00 0.768 4.47 0.805
Selling products direct to end users 3.26 1.299 3.59 1.278
Selling through distribution channels 3.18 1.092 3.20 1.324
R&D
Consulting technical experts 3.27 0.949 3.03 1.214
Taking part in activities related to trade or industry associations 3.56 0.894 2.86 1.092
Attempting to predict industry trends and acquiring knowledge  
of competitors’ activities

3.78 0.783 3.97 0.781

x– = mean; s = standard deviation
Source: Survey data, 2008
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ductivity (3.92 in Japan and 4.13 in Sri Lanka). However, it is 

clear, that the mean ranges of HRM strategy items in Japan 

(3.41 – 3.92) are lower than that in Sri Lanka (3.42 – 4.13). 

Standard deviation values in each item show that the deviation 

of mean in corresponding activities between the two samples 

does not show much variation.

Items 16 to 22 in the above Table 4 are considered the mar-

keting strategies. The means illustrate that the highest mean 

is related with extending customer credits in Japan (4.15) and 

emphasizing customer service in Sri Lanka (4.47). This implies 

that SMEs in both samples place more emphasis on their 

customers. However, on the whole, means of all strategy items 

under marketing are not less than 3.10.

Items 23 to 25 are related with R&D strategies and the 

calculated means show that the highest mean is related with 

the strategy item of attempting to predict industry trends and 

acquiring knowledge of competitors’ activities in both samples 

(3.78 in Japan and 3.97 in Sri Lanka).

Overall, from the calculated means and standard deviations 

for strategic items, one of the salient features which can be 

shown is that many of the highest means are related with 

the production strategy items in manufacturing SMEs in both 

countries. It implies that the majority of firms are more con-

cerned about production strategies than the other business 

functions as the two samples are related with the manufactur-

ing industry.

4.3 Relationship between Business Strategy and Performance 

of SMEs

For investigating the relationship between business strat-

egy and business performance, two categories of business 

strategy namely proactive and reactive and five performance 

variables are considered. To determine whether there is a 

statistically significant relationship between strategy and 

performance, a chi square test is conducted separately, 

for two groups of strategy; proactive and reactive with five 

performance measures. To categorise proactive and reactive 

strategies, means are calculated based on the rating scores 

given by the respondents to each activity. Within these means 

scores, a decision rule is applied to determine whether proac-

tive or reactive strategies are followed by the owner-managers. 

High mean score (equal or more than 3.5) is considered for 

determining proactive strategies and low mean score (less 

than 3.5) is considered for reactive strategies.

The following Table 5 illustrates the results of the chi-square 

test related with two categories of strategy and change in 

annual sales of manufacturing SMEs in two countries.

The results indicate a significant relationship between busi-

ness strategy and change in annual sales in Japan and Sri 

Lanka at a 5% level. More specifically, in Japan, 42.7% of 

owner-mangers of SMEs who apply reactive strategies shows 

a significant decrease (13.5%) or decrease (29.2%) in annual 

sales, while 23.6% (22.5% increase and 1.1% high increase) 

shows a similar increase in sales. With regard to the category 

of applying proactive strategies, the respective percentages 

are 23% (6.3 and 16.7) and 46% (38.1 and 7.9). Similar to 

this, in Sri Lanka, the category of 13.4% owner-managers 

who apply reactive strategies shows a high decrease (6.7) 

and decrease (6.7) in annual sales, and 73.7% (72 and 1.7) 

shows a similar increase in sales. For the category of proactive 

strategy, the respective percentages are 16.9% (3.9 and 13.0) 

and 75.3% (50 and 25.3). In sum, 23.6% of the SMEs in Japan 

and 73.7% in Sri Lanka with reactive strategies are able to 

increase in sales over the last three years, whereas 46% and 

75.3% in Japan and Sri Lanka, respectively, have achieved 

similar increases in sales by applying proactive strategies. 

Apparently, these results suggest that using proactive strate-

gies leads to a greater increase in sales in both Japan and 

Sri Lanka. On the other hand, if using reactive strategies, the 

levels of sales deteriorate in both countries in the case of using 

Table 5: Relationship between Business Strategy and Annual Sales in SMEs in Japana and Sri Lankab

Strategy 
Type

Annual sales

Highly Decrease Decrease
Neither 

Decrease nor 
increase

Increase Highly Increase

J SL J SL J SL J SL J SL

Proactive
8 6 21 20 39 12 48 77 10 39

6.3% 3.9% 16.7% 13.0% 31.0% 7.8% 38.1% 50.0% 7.9% 25.3%

Reactive
12 4 26 4 30 6 20 45 1 1

13.5% 6.7% 29.2% 6.7% 33.7% 10.0% 22.5% 72.0% 1.1% 1.7%

J = Japan; SL = Sri Lanka; a = c2 (4, N = 211) = 15.490, p = .004; b = c2 (4, N = 214) = 20.160, p = .000
Source; Survey data, 2008
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reactive strategies.

Table 6 presents the chi-square test results of the relation-

ship between business strategy and change in profits for both 

countries.

As shown in Table 6, the results depict a significant relation-

ship between business strategy and change in profits in both 

samples.In the sample of Japan, as shown in the above table, 

42.7% (5.6 and 37.1) of owner-managers of SMEs who follow 

reactive strategies indicate a high decrease or decrease in 

annual profits respectively, while 24.7% (23.6 and 1.1) show 

a similar increase in annual profits. Contrasting to this, the 

use of proactive strategy category shows a 26.2% (7.9 and 

18.3) and 38.9% (33.3 and 5.6) of a fall and a rise of profits, 

respectively.

In Sri Lanka, Table 6 shows that 23.3% (8.3 and 15.0) of 

owner-managers of SMEs who are applying reactive strate-

gies report a high decrease or decrease in profits, while 60.0% 

(58.3 and 1.7) report a similar increase in profits. With regard 

to the category of applying proactive strategies, these values 

are 18.3% (6 and 12.3) and 74.0% (64.3 and 9.7), respectively. 

In Sri Lanka, it is apparent that applying proactive strategies, 

74.0% of SMEs can achieve an annual profits increment in the 

last three years, whereas 60.0% of SMEs that apply reactive 

strategies are also able to increase annual profits.

Therefore, comparing the two samples, it is shown that 

applying proactive strategies leads to an increase in annual 

profits of SMEs in both countries.

Next, the following Table 7 presents the results of a chi 

square test related to the categories of proactive and reac-

tive strategy and change in number of employees in the two 

countries.

It shows a significant relationship between business strat-

egy and number of employees in Sri Lanka at p = 0.05.

In the sample of Sri Lanka as in Table 7, it depicts that 

15.0% (5.0 and 10.0) of SMEs by employing reactive strategies 

have achieved a high decrease or decrease in their number 

of employees, while 26.7% (21.7 and 5.0) have achieved a 

similar increase in the number of employees. In the category of 

proactive strategy, 15.5% of SMEs (4.5 and 11) have achieved 

a high decrease or decrease in the number of employees, 

while 55.2% (48.1 and 7.1) have achieved a similar increase 

in the number of employees to the business.

The above results suggest that applying proactive strategies 

affect the increase in the number of employees of SMEs in 

both countries, while it shows a non significant relationship in 

Japan. This is a vital difference between the two countries.

The following Table 8 presents the chi-square results be-

tween the business strategy and change of market share for 

Table 6: Relationship between Business Strategy and Annual Profits of SMEs in Japana and Sri Lankab

Strategy 
Type

Annual Profits

Highly Decrease Decrease
Neither 

Decrease nor 
increase

Increase Highly Increase

J SL J SL J SL J SL J SL

Proactive
10 1 23 19 44 20 42 99 7 15
7.9% 6% 18.3% 12.3% 34.9% 13.0% 33.3% 64.3% 5.6% 9.7%

Reactive
5 5 33 9 29 10 21 35 1 1

5.6% 8.3% 37.1% 15.0% 32.6% 16.7% 23.6% 58.3% 1.1% 1.7%

J = Japan; SL = Sri Lanka; a = c2 (4, N = 211) = 12.023, p = .01; b = c2 (4, N = 214) = 13.752, p = .008
Source; Survey data, 2008

Table 7: Relationship between Business Strategy and Number of Employees of SMEs in Japana and Sri Lankab

Strategy 
Type

Number of Employees

Highly Decrease Decrease
Neither 

Decrease nor 
increase

Increase Highly Increase

J SL J SL J SL J SL J SL

Proactive
7 7 17 17 53 45 40 74 9 11

5.6% 4.5% 13.5% 11.0% 42.1% 29.2% 31.7% 48.1% 7.1% 7.1%

Reactive
7 3 16 6 44 35 17 13 4 3

8.0% 5.0% 18.2% 10.0% 50.0% 58.3% 19.3% 21.7% 4.5% 5.0%

J = Japan; SL = Sri Lanka; a = c2 (4, N = 211) = 5.495, p = .240; b = c2 (4, N = 214) = 17.549, p = .002
Source; Survey data, 2008
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Japan and Sri Lanka.

The results depict a significant relationship between busi-

ness strategy and change in market share in Japan. In Sri 

Lanka, this relationship is not statistically significant (p > 

.05). Furthermore, in Japan, 21.6% (2.3 and 19.3) of owner-

managers of SMEs who follow reactive strategies report a 

high decrease or decrease in market share, while 15.9% (14.8 

and 1.1) report an increase in market share. However, with 

respect to firms that follow proactive strategies, these per-

centages are 10.4% (0.8 and 9.6) and 36.0% (30.4 and 5.6), 

respectively. Therefore, it is evidenced that 15.9% of SMEs 

which apply reactive strategies are able to increase the market 

share over the last three years. Interestingly, this figure shows 

36.0% of SMEs with respect to firms that applying proactive 

strategies.

On the other hand, in Sri Lanka, 10.0% (1.7 and 8.3) of 

SMEs that employ reactive strategies achieve a high decrease 

or decrease in market share, while 66.7% (60.0 and 6.7) 

achieve a similar increase in market share. 9.2% (3.3 and 5.9) 

of SMEs having a proactive strategy achieve a high decrease 

or decrease in market share, while 79.0 % (67.8 and 11.2) of 

SMEs achieve a similar increase in market share.

Comparing the results of the above analysis, it suggests 

that applying proactive strategies leads to greater increase in 

market share of SMEs in Japan and Sri Lanka, although the 

relationship is statistically not significant in Sri Lanka. This is 

a remarkable difference between Japan and Sri Lanka.

Finally, Table 9 presents the results of the test related with 

the two categories of strategy type - proactive and reactive 

and reinvestment in the business.

The results of Table 9 illustrate a significant relationship 

(P < 0.05) between strategy type of proactive and reactive 

and reinvestment in the business in Japan. In short, in Japan, 

31.9% (23.9 and 8.0) of the SMEs that follow reactive strate-

gies are able to increase or highly increase reinvestment in the 

business over the last three years, whereas 52.4% (41.3 and 

11.1) of SMEs which apply proactive strategies can achieve an 

increment in investment back into the business. The respec-

tive percentages in Sri Lanka are 84% and 84.4%. Though, 

it can be shown that applying proactive strategies leads to 

increase in the level of reinvestment into the business of SMEs 

in both countries, the relationship is statistically not significant 

in Sri Lanka.

The suggested view in the literature is that business strate-

gies determine the performance of an enterprise. The situation 

revealed by this study is consistent with the findings of the 

studies conducted by Pearce and Robinson (1985), Olson 

and Bokor (1995), Smith (1967), Covin and Slevin (1986), 

Table 8: Relationship between Business Strategy and Market Share of SMEs in Japana and Sri Lankab

Strategy 
Type

Market share

Highly Decrease Decrease
Neither 

Decrease nor 
increase

Increase Highly Increase

J SL J SL J SL J SL J SL

Proactive
1 5 12 9 67 18 38 103 7 17

0.8% 3.3% 9.6% 5.9% 53.6% 11.8% 30.4% 67.8% 5.6% 11.2%

Reactive
2 1 17 5 55 14 13 36 1 4

2.3% 1.7% 19.3% 8.3% 62.5% 23.3% 14.8% 60.0% 1.1% 6.7%

J = Japan; SL = Sri Lanka; a = c2 (4, N = 211) = 13.099, p = .011; b = c2 (4, N = 214) = 5.824, p = .213
Source; Survey data, 2008

Table 9:  Relationship between Business Strategy and Reinvestment to the Business of SMEs in Japana and Sri 
Lankab

Strategy 
Type

Reinvestment to the Business

Highly Decrease Decrease
Neither 

Decrease nor 
increase

Increase Highly Increase

J SL J SL J SL J SL J SL

Proactive
5 5 8 9 47 10 52 112 14 18

4.0% 3.2% 6.3% 5.8% 37.3% 6.5% 41.3% 72.7% 11.1% 11.7%

Reactive
6 1 13 7 41 1 21 48 7 3

6.8% 1.7% 14.8% 11.7% 46.6% 1.7% 23.9% 80.0% 8.0% 4.0%

J = Japan; SL = Sri Lanka; a = c2 (4, N = 211) = 10.780, p = .029; b = c2 (4, N = 214) = 5.573, p = .160
Source; Survey data, 2008
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Covin (1991), and Chell, Haworth and Brearley (1991) 4,5.6,7,8,9). 

However, in comparing the two countries, the findings related 

to each performance variable indicates some similarities and 

differences. The findings on relationship between strategy 

and annual sales and profits have a positive and significant 

relationship in both countries. It implies that functional level 

strategies; financial, production, HRM, marketing and R&D 

directly impact on the increase in sales and profits in manu-

facturing SMEs in Japan and Sri Lanka. But the finding on the 

relationship between strategy and the number of employees 

is rather surprising in the case of Japan. In Japan, strategies 

do not affect the number of employees. This is a remarkable 

difference between the two countries.The reason for this situ-

ation may be less job security, low salary, fewer welfare facili-

ties, which may have an influence other than that of strategies, 

compared to large enterprises in Japan. But there is no prior 

research evidence to prove it. Therefore, this implies further 

research is needed to investigate this situation. On the other 

hand, the other dissimilarity between the two countries is that 

there is a strong positive influence of strategies on market 

share and reinvestment to the business in Japan, where as in 

Sri Lanka, strategy does not affect this. The reasons for this 

situation may be the prevailing civil war during the last three 

decades, which created an uncertain environment and less 

business security in the country of Sri Lanka. At the same 

time, the major reason for increasing market share in Japan 

may be more related to production strategies, particularly, the 

high quality concerned and technology improves sales and 

widens the market more than that of Sri Lanka.

Furthermore, the literature shows that strategies which result 

in high performance are identified with activities associated 

with emphasis on product quality, product and service innova-

tions, development of new operating technologies, emphasis 

on customer service and support, extensive advertising, and 

use of external finance and discovery of new markets21,52,8). 

Some of these findings are also evidenced by current study 

revealing that most important strategic activities are derived 

from functional level strategies. The analyzed data reveals 

that in both samples, as overall, proactive strategies tend 

to increase in performance of manufacturing SMEs which 

is consistent with the studies done by Kotey and Meredith 

(1997)2) and Covin (1991)8). Particularly, it indicates that there is 

a strong positive impact of proactive strategies on increasing 

business performance in terms of sales and profits in the two 

countries. A proactive strategic approach emphasizes more 

such activities as: searching for cheaper sources of finance, 

changing production methods, developing new products, 

product quality, employee productivity, advertising, customer 

credits and customer service, which improves the sales and 

profits in manufacturing firms. This is also supported by the 

ideas provided by Covin (1991)8).

5. Conclusions

This study has achieved its purpose of filling the research 

gap and examining the relationship between strategy and 

performance of SMEs operating in an Asian context. Though, 

there have been certain limitations, important conclusions 

are drawn from the study which could provide some useful 

insights to owners and managers of SMEs. Overall, the main 

conclusion drawn from the study is that business strategies 

(proactive strategies) and performance of manufacturing 

SMEs in Japan and Sri Lanka are empirically related. In ad-

dition, based on the each finding of performance variables, 

the conclusion drawn is that there is a positive significant 

relationship between business strategy and sales and profits 

in both countries. Furthermore, business strategy and number 

of employees in Sri Lanka, business strategy and market share 

and reinvestment in the business in Japan. Theses findings 

reveal some similarities and differences between the two 

countries. Particularly, the findings also suggest that apply-

ing proactive strategies leads to a greater increase in annual 

sales, annual profits, the number of employees, market share 

and reinvestment into to the business than that of applying 

reactive strategies of manufacturing SMEs in Japan and Sri 

Lanka. This is consistent with past studies which have been 

done in the western context.

This study also indicated that among all other business 

functional level strategies, production strategies are the most 

crucial to the manufacturing SMEs in Japan and Sri Lanka. 

Furthermore, the analysed business strategic activities con-

clude that emphasising product quality and customer service 

and acquiring knowledge of competitors’ activities are the 

most important strategic activities for both countries. In addi-

tion, reinvestment of earned profits and assessing employee 

performance in Japan and search for sources of finance and 

emphasizing employee productivity in Sri Lanka are also vital 

for SMEs.

The results of this study must be interpreted in the light 

of obvious limitations. One limitation is that constrained by 

the vastness of the SME sector in both countries and the 

Meijo Asian Research Journal Vol.1 No.1
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limited time available. This study was confined to SMEs in the 

manufacturing industry only. Nevertheless, the results were 

also subject to the limitations commonly associated with 

questionnaire method and all mail surveys with respect to the 

reliability and accuracy of information. Particularly, it is noted 

here, in 2008 a global financial crisis occurred and it drastically 

affected some aspects of the SME sector.

In view of the fact that there has been no prior compara-

tive research that has examined the business strategies and 

business performance among SMEs in the Asian context, the 

findings of the study provide an indication of possible direc-

tions for future research. First, it must be emphasised that, as 

the present study revealed, there are some important results 

and some similarities and differences of SMEs in developed 

and developing economies in the Asian context. Future re-

search must investigate the same relationships in more Asian 

countries to generalize the findings.

On the other hand, because this study was confined to 

the manufacturing industry, further research should be done 

to replicate the above findings, employing wider coverage 

including other industries. The same study can also be carried 

out to see how the financial crisis affected the results. Another 

prospect for further research lies in the need to develop more 

tools for measuring key variables of business strategy and 

business performance and validate the same relationships 

which are investigated in this study. Furthermore, this study 

focused only on the influence of business strategies on the 

business performance of SMEs. But there are some other 

factors which influence performance. Hence, a detailed study 

considering all these factors would provide an insight to deter-

mine the most crucial factors that influence the performance 

of SMEs. Finally, it would be worthwhile to investigate the 

rational behind the existence of a non significant relationship 

between strategy and the number of employees of SMEs in 

Japan.
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Abstract
Japan’s fertility rate has changed dramatically, and the current Total Fertility Rate (TFR) is one of the lowest among developed 

countries. This pervasive sense of crisis has alarmed Japan’s policy makers. The Japanese government is worried for its own 

future because of the likely impact on tax revenues and social benefits, since the population pyramid predicts more retirees 

than productive workers in the near future. The purpose of this paper therefore is to discuss socio-economic variables, which 

appear to be some important determinants leading to the low fertility rate, while analyzing relations between the demographic 

change and child-rearing strategies in Japan. It further examines Japanese women’s social conditions in the era of globaliza-

tion. Through the consideration of Japan’s low-birth rate phenomenon, this paper suggests the commonalities of some Asian 

countries on child-rearing strategies from both sociological and gender perspectives.

KEY WORDS : Low fertility, Childcare, Female Labour

1.  INTRODUCTION: Decline of Birth Rate and Social 
Change

Japan’s population component has changed dramatically, 

and the current Total Fertility Rate (TFR) is one of the lowest 

among developed countries.

Since the 1990s, the decline of the birth rate has become 

a social issue in Japan, and is widely known as the “Sho-

shika” issue. “Shoshika” literally and generally means the 

small number of children, and since the 1990s, the Japanese 

government has started various “Shoshika” policies to deal 

with this issue.

Even though the birth rate has been decreasing, and 

reached 1.25 in 2005, the ratio has slightly recovered to 1.34 

in 2007. However Japan still has a low fertility rate and is 

facing a hyper-aging society.

In this paper, I would like to discuss the socio-economic 

variables which appear to be some important determinants 

leading to the low fertility rate, while analyzing the relations 

between demographic change and child-rearing strategies 

in Japan.

First, this paper shows the trend of the fertility rate, and 

secondly, examines Japan’s TFR trends while considering 

the sociological reasons for the fall of the fertility rate after 

World War II.

2. Trend of the Total Fertility Rate

(1) Fertility Rate: World Trends

The total fertility rate (TFR) defined as the average number 

of children to be born to a woman who goes through her 

reproductive ages according to the age-specific birth rates.

Based on the UN Demographic Yearbook (data of 2006), 

the TFRs of almost all Western developed countries, except 

the USA (2.1) are lower than the replacement level. Italy 

(1.35) and Germany (1.33) are at a similar level to Japan, and 

much lower than France (1.98), Sweden (1.85) and Norway 

(1.90). In the case of Italy and Germany, it is said that the 

high unemployment rates among young people is one of the 

main causes of their low fertility rates. Furthermore, it is well 

known that the trend of having children out of marriage and 

non-discrimination against single mothers and so-called “il-

legitimate children” affected the fertility behavior of women in 

Scandinavia and France.
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When we look at Asia, the fertility trend has changed dra-

matically, and some Asian countries and regions, for instance 

Hong Kong (0.95), Korea (1.14) and Singapore (1.32), the TFR 

is lower than Japan (UN Demographic Yearbook 2006). In 

addition, in China, the country is well known for its one child 

per family policy, the TFR (1.7) is higher than Japan.

This shows that among Asian countries, Japan’s birth rate 

declined very rapidly and the TFR reached its lowest-low level 

earlier than others. When we consider the reasons affect-

ing declining birth rate, including the changes of women’s 

reproductive consciousness and female labour, it suggests 

the prospect of the transformation of the family, women and 

societies in Asia.

(2) Population pyramid in Japan

The Statistics Bureau of Japan (SBJ) detailed the population 

pyramid in Japan. The population group aged 0 to 14 (child 

population) numbered 17,176 thousand and accounted for 

13.5 percent of the total population. On the other hand, the 

population group aged 15 to 64 (productive-age population) 

numbered 82,300 thousand and accounted for 64.5 percent 

of the total population, which shows a decrease of 0.5 points 

compared to the previous year.

The population group aged 65 and over (aged population) 

numbered 28,216 thousand and accounted for 22.1 percent 

of the total population, an increase of 0.6 points, which was 

the record-high rate since 1950. By 2025, there will be roughly 

one elderly person for every two persons of working age in 

Japan.

Not only Japan but also many developed countries face 

the problem of a low birth rate and aging societies, however, 

one of the key characteristics of the Japanese case is that 

the speed of change was so fast when compared to other 

countries and regions.

The extremely low fertility results in a rapidly aging popula-

tion, a decline in the working age population, and a sharp 

increase in the dependency ratio. Such demographic changes 

would cause many serious problems including a crisis of pub-

lic pension system, labor shortages, economic recession, and 

loss of societal vitality.

Fertility is a complicated phenomenon and it cannot be 

Figure 1 Population Pyramid in Japan

Source: Statistics Bureau of Japan (SBJ) 2009
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explained by only one variable in isolation from the inter-

relationships with other socio-economic factors. Therefore 

it should be examined not only from an economic approach, 

but also from a variety of disciplines including demography, 

sociology, women’s studies, etc.

3.  Trends of Fertility Behavior and Socio-economic  Reasons; 
Japan’s Case

(1) Strategic Changes During 1945-60s

This paper follows the trend of declining birth rate in Ja-

pan, and mainly focuses on Japan’s demographic changes 

or transitions, which mirror the social changes, and peoples’ 

consciousness of having children.

Figure 2 shows the main episodes of the TFR trend in Japan 

since 1947. It shows the TFR was 4.54 during the first baby 

boom period after the end of the war (1947 to 1949). However, 

this figure fell rapidly after that point, hitting 2.04 a decade 

later in 1957.

Here, we examine some of the key reasons affecting the 

rapid decline in the birth rate after World War II, especially 

after the baby-boom period.

Japanese society has changed dramatically after the war. 

Politically, the Ie-system (patriarchal family system) was abol-

ished and replaced by a new Civil Code. Economically, Japa-

nese people suffered with poverty after the defeat, however, 

soon after, rapid economic growth began in the mid-1950s.

The socio-economic reasons affecting the birth rates were 

industrialization, urbanization, the modernization of life-styles, 

and the change in the meaning of children for each family. 

After the end of starvation just after the war, Japanese people 

began to improve their living standard. The secondary and ter-

tiary industries developed rapidly, which affected parents’ and 

couples’ family strategies towards providing higher education 

opportunities for their children to offer them good employment 

in an industrial society. Parents and couples “spontaneously” 

thought that having fewer children was the best way to give 

and invest their children more opportunity and education.

In addition, national population control related birth control 

changed after World War II. During the war, abortion was il-

legal and even birth control was strictly limited because of the 

Nation Policy of the “More babies, More population” ideology 

to increase the nation’s power.

On the contrary, in 1948, the Eugenic Protection Law was 

enacted, and the control of unwanted births was made pos-

sible by abortion. Before contraceptive behavior became 

widespread, it is estimated that the effect of regulating  fertility 
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by contraception surpassed that of induced abortion by 

around 1960 (Atoh 2008).

(2) Demographic Transition Theories

The classic ‘demographic transition theory’ postulates that 

the modernization process including industrialization, urban-

ization and secularization first brings about mortality decline 

followed by fertility decline. This theory posits a long-run 

equilibrium in which fertility rates are similar to mortality rates 

and population growth is zero. This is clearly not consistent 

with the trend to a very low fertility in Japan and most other 

industrialized countries over the past 30–40 years.

The theory of a ‘second demographic transition’ formulated 

by European demographers seeks to explain this inconsis-

tency, but does not appear to fit the experiences of Japan 

and other East Asian countries very well. The rational choice 

framework associated with neoclassical economics provides a 

compelling explanation for the universal relationship between 

industrialization and lower fertility, but does not explain fertility 

variation.

Studies of the impact of fertility are complicated by the 

endogenous nature of fertility and the resulting difficulty in 

identifying the direction of causality (Browning 1992).

(3)  Late Marriage and Late Delivery; Fertility Behavior of 

Women after the 1970s

Between 1957 and 1973, the TFR stabilized at about 2.1 

births per woman. After this stable replacement level period, 

the fertility rate of Japan has been declining, and in 1990, the 

total fertility rate (TFR) of the previous year was reported as 

1.57. This was one of the popular topics in the mass media, 

and they named it the “1.57 shock”, because that TFR was 

lower than the rate of 1.58, in 1966, in the year of Hinoeuma, 

which was believed to be a bad year for giving birth to a girl 

baby.

The main reasons for the declining birth rate after the 1970s 

and 80s can be identified as late marriage and late delivery, 

and the changing values of marriage, work, and division of la-

bour for Japanese women. Here, these reasons are discussed 

in more detail.

➀  Remarkable educational gains by women. The propor-

tion of women of the relevant age enrolled into tertiary 

education increased from 5 percent in 1955 to 50 per-

cent in 2005.

➁  In Japan, the relation between marriage and having 

a child is strong, and the late marriage phenomenon 

directly affects late babies. In addition, the disappear-

ance of the arranged marriage system affected the 

difficulties of finding partners among young people by 

themselves.

➂  Massive increases in the proportion of women who work 

outside of the home. Women’s consciousness on the 

sexual division of labour had changed and many women 

tried to continue their careers.

➃  On the other hand, Japan is well known as a gendered 

society, and the female labour participation late curve is 

still the so called “M-curve”, which is a symbolic phe-

nomenon of Japanese female labour conditions. Many 

women have to leave companies when they decide 

to get married, having children or taking care of small 

children at home, so quite a lot of Japanese women 

aged in their late 20’s to early 30’s leave the labour 

market, and participation rates on those age categories 

decrease. The trade-off between work and family life is 

one of the main causes of declining fertility, and the “M-

curve” reflects the continuing sexual division of labour 

in Japanese society.

4.  Female Labour and Fertility Trend; Comparative Perspective

We also need to consider the Changes of Reproductive 

Strategies in Japan.

OECD data shows some important characteristics of fe-

male labour and fertility behaviour. In 1980, the correlation 

between the female labour participation rate (FLPR) and 

the total fertility rate (TFR) had a negative correlation (where 

countries with higher FLPR had lower TFR), and in 2005, it 

changed to a positive figure which means where countries 

with a higher FLPR have a higher TFR. Since the 1970s and 

80s, worldwide movements for the improvement of the status 

of women, and women’s participation in the public sphere 

became obvious and natural. In the field of labour, the glass 

ceiling issue became a social issue in some countries, which 

reflected gender equal employment and promotion and has 

become recognized in developed counties.

On the other hand, Japan and Korea, as we see in Figure 

3, are good examples of countries with a lower FLPR and a 

lower TFR (OECD 2007). Both countries are well known for 

their strong sexual division in the labour system and M-Curve 

Labour participation rates for women which continue into the 

present.

There is another trade-off phenomenon, related to child-

rearing especially child education expenditure.

Meijo Asian Research Journal Vol.1 No.1
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As Figure 4 shows, when we look at the expenditure on 

educational institutions as a percentage of GDP (in 2005), 

the Japanese figure is lower than the OECD average (OECD 

2008).

Not only Japan but also some of the East Asian countries 

and regions, such as Korea and Taiwan, spend less public 

money on child education, which means each family’s has an 

increased responsibility for spending on education. As a result, 

“the less number of children, the larger spend on each child” 

strategy would be widely shared among modern families.

5. The Impacts of Globalization and Female Labour

At the forefront of a fledging global economy, the structural 

changes in the labour market that resulted in economic pres-

sure and constraints imposed on young working women. As 

a result, married couples show more individualistic orientation 

that places marriage and childbearing at a lower priority than 

work and self-fulfillment in one’s life.

Global trade and investment patterns are having a dramatic 

impact on employment relations and work arrangements 

around the world. The impact can be both negative and 

positive and differs by context, by industry and trade, and by 

employment status. The spread of global value chains has 

created a new level of fluidity in the international economy that 

appears to be having a profound impact on the quantity and 

quality of jobs generated throughout the world.

Many scholars argue that globalization has led to flexible 

labour market arrangements. This may be a result of increas-

ing globalization in manufacturing and industry, where the 

rigors of competition have made wage and labour costs more 

important in determining the location of firms and the mode of 

production. The global outsourcing and mega competition has 

raised uncertainty in these societies through the downsizing 

of employment. People tend to choose risk-averse decision-

making in each stage of their life-cycle, such as marriage and 

having a baby, and this tendency will strengthen when society 

does not provide an adequate safety net.

Due to market uncertainty, firms reduce their core workforce 

and rely increasingly on irregular forms of employment. The 

so-called “Flexibilization of employment” shifts many of the 

costs of market volatility onto workers. Labour market liber-

alization and flexibilization have been means to increase the 

Figure 3 Female Laobur Participation Rate and Total Fertility Rate; International comparison

Source: OECD 2007, Babies and Bosses-Reconciling Work and Family
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ability of businesses to survive in the face of intensified com-

petition world-wide. They decrease the relative tax burden, 

while shifting the costs of economic adjustment and change 

onto the most vulnerable, usually on to women.

Figure 5 shows the recent trend of percentage of “Irregular 

employees” by sex in Japan. It indicates that the percent-

age of irregular employees was 35.5%; a rise of 3.6 points 

compared to the 2002 figures, meaning more than one in three 

employees was an irregular employee. During the period of 

1987 to 2007, the percentage for males rose from 9.1% to 

19.9% and reached approximately 20%, while the percentage 

for females rose from 37.1% to 55.2%; exceeding 50%.

Flexible and unstable employment reflects late marriage. 

The declining marriage rate and rising marrying age in recent 

years are related to declining fertility rate. The mean age of 

first marriage was 30.2 for men and 28.2 for women in 2008, 

a rise by 1.7 year and 2.7 years, respectively over the past 

twenty years. The ratio of never-married male and female aged 

25-29 was 71.4% and 59.0%, respectively. It was 2.1 and 5.0 

percentage points higher compared with 2000. The ratio of 

never-married male and female aged 30-34 had risen by 4.2 

percentage points and 5.4 percentage points to 47.1% and 

32.0%, respectively, compared with 2000. Then, the ratio of 

never-married male and female aged 35-39 was 30.0% and 

18.4%, respectively, rising by 4.3 and 4.6 percentage points 

(Statistics Bureau of Japan 2009).

6. “Shoshika” Policy, for What and for Whom

As we mentioned above, in the 1990s, Japanese govern-

ment started the “Shoshika” Policy and measures for the pur-

pose of stopping the “crisis” of “Shoshika”. The main reasons 

for the pervasive crisis for the government and policy makers 

are the coming of a hyper-aged and depopulating society.

After the 1990s, the Japanese government undertook child-

related policies to increase the birth rate, such as the Childcare 

Leave Law (1992), the Angel Plan (1994), the New Angel Plan 

(2000), the campaign of promoting fathers’ participation in 

childcare by the Ministry of Health and Welfare (1999).

In 2003, two child-related laws have passed the Diet, one 

is the Basic Law on Measure for the Society with Declining 

Birth Rate, and the other is the Law Promoting Measures for 

Supporting Nurturing the Next Generation. We are not sure 

whether these laws will affect the fertility rate in the future, 

Figure 4 Public Expenditure on Educational Institutions as a Percentage of GDP (2005)

Source: Minstry of Education, Culture, Sports, Science and Technology, 2009 (OECD 2008 Education at a Glance)
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however, it will be clear that fertility control, whether it is tacit 

control or not, is considered as the nation-scale strategy to 

solve the crisis for the nation, and the children are expected 

to be savers to solve such problems as pension reform, the 

declining workforce, slow economic growth, care for the el-

derly (Tendo 2008).

It is important to take measures and policies to create a 

family-friendly and childcare frendly society. At the same 

time, as this paper discussed above, Japanese society has 

the characteristics of the women’s life-choice difficulty, the 

trade-off between paid work and family or life care. We need to 

remember that having the choice, having children is a woman’s 

right, a family right and of course, it is a human right.

NOTES

This paper is mainly written by M. Tendo, and S.  Meewalaarachchi 

contributed Figures 1 and 5, and co-wrote parts of sections 

3 and 5.
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