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The Impact of the Covid-19 Crisis on Firm Activities in Japan

By Miho TAKIZAWA

Abstract

This paper summarizes the implications of the recent studies on the impact of the COVID-19 on
firm activities. First, despite the fact that the speed of recovery of the Japanese economy has been
slower than that of other developed countries, the number of corporate bankruptcies has not increased
so far presumably thanks to generous government support. Firms responded to sales decline by
raising funds and giving workers temporary breaks. Given more firms faced tight finance conditions
before the COVID-19 shock than before the global financial crisis, they use the interest-free and
unsecured programs through private financial institutions and government-affiliated financial
institutions. While firms with higher credit risk before the COVID-19 shock evidently applied for
loans by government financial institutions, we did not find that the proportion of zombie firms
increased during the COVID-19 shock more than during the global financial crisis. Second, the recent
studies on the effects of Go To Travel report that the effect of a support measure for the
accommodation industry were mixed. In addition, it was pointed out that it is important to equalize
the occupancy rate in order to improve productivity in service industries, and that flexible working
hours are important for this purpose. Third, it was shown that although the new way of working was
forcibly introduced by COVID-19, it is important for firms to accumulate management skills,
technology, and intangibles to implement Working from home (WFH), and that the productivity of
WFH is gradually increasing, although it is lower than that of workplace working. It is hoped that
new ways of working, such as WFH, will continue in the future from the perspective of infection
prevention. It will be necessary for firms to continue to improve their environments to accommodate

new ways of working.
JEL Classification Codes: E00, E60, G20, H32

Keywords: Firms, Effectively Interest-free and Unsecured Loans, Zombie firms, Working from
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Table 2: Survey Results for Future Firm Sales during the COVID-19 Pandemic

Monthly sales growth Q. Expect x < 50 from May to Dec for at least one month?

x = (Apr ’20/Apr ’19)*100  Yes No Unknown Total Share of Yes
x<50 1,866 29 18 1,913 97.5%

50 <x <60 896 31 25 952 94.1%
60<x<70 835 160 58 1,053 79.3%

70 <x <80 976 617 167 1,760 55.5%
80<x<90 907 1,252 271 2,430 37.3%

90 <x <100 592 1,771 226 2,589 22.9%

100 <x <110 644 1,475 141 2,260 28.5%

110 <x <120 106 319 37 462 22.9%

Note: This survey was conducted between April and May 2020.
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Table 8.

The relationship between labor productivity and management scores (panel estimation).

DV: Labor productivity (In(value-added/#
employees)) at establishment level

Pooled OLS Random Effect Fixed Effect
Management score 0.661%** 0.639%** 0.467%%*
Empty Cell (0.036) (0.040) (0.084)
No. of observations 16,312 16,312 16,312
R _squared 0.267 0.267 0.186
Other controls are included Yes Yes Yes

Notes: (i) JP MOPS and Manufacturing Census data are used. (ii) Coefficients are estimated by
Pooled OLS, Random-Effect and Fixed-Effect Models. (iii) Numbers in parentheses are robust
standard errors. (iv) The number of asterisks indicates the significance level in t-test for coeffi-
cients; ***<1%. (v) Controls include the number of employees, fixed capital, age for the fixed-
effect model estimation. Establishment types, location and subindustry dummies are added to the
pooled and random-effect model estimations.
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AP A FRAT| L400%** 1.207%** 0.809%** 1.530%** 1.198%%* 1.184%%*
(0.147) (0.157) (0.190) (0.157) (0.179) (0.184)
3 ba—LEH it a8 =] =] ] =1
Observations 3,538 3,537 3,520 3,472 3,438 3,427
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