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Motivation
A) Stagnation in many advanced economies
 Business dynamism / Firm dynamics

 Multi-dimensional description
• Philippon ‘19; Akcigit & Ates ‘21 and so many
• Evil GAFA-type theoretical explanation

 Japan? ⇔ Project-1: Hosono, Miyakawa, Takizawa

B) Any theoretical exposition for Japan?
 Endogenous growth model 

w/ long shadow of death
⇔ Project-2: Miyakawa, Oikawa, Ueda
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A. Facts: Data

 TSR firm-level panel data (⇔ D&B in the US)

 Coverage: Macro (SME white paper) vs. TSR data

i. #Firms: 3.5M vs. 1M
ii. Sales (JPY): 1,428tn vs. 1,000tn
iii. #Empl: 47mn vs. 32mn

 Periods: 2008-2018

 Concerns:
• Tilted toward large firms & specific industries
• Entry might be measured with some lag
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A. Facts: Business Dynamism

 Japan vs. U.S.
 Disagree on “6” & “9”

⇒ GAFA-story (e.g.,  Akcigit & Ates ‘21) is not applicable
⇒ Need another exposition
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Facts Japanese 
Data

US
Data

Lower knowledge diffusion
(e.g., Akcigit & Ates ’21)

1. Entry ↓ ↓ ↓
2. Young firms’ empl. share ↓ ↓ ↓
3. Dispersion of firm growth ↓ ↓ ↓

4. Job creation ↓ ↓ ↓
5. Frontier vs. laggard gap ↑ ↑ ↑

6. Markups ⇔ ↑ ↑
7. Profit ↑ ↑ ↑

8. Labor share ↓ ↓ ↓
9. Concentration ↓ ↑ ↑



A. Facts: Business Dynamism

 HHI of sales: All firms in all industries×Year
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B. Theory: Motivating Issues

 Low metabolism

 Low exit & entry rates (e.g., SME whitepaper)

 Productivity dynamics
• Series of studies by Kyoji Fukao & his co-authors

 SMEs protection

 Targeting policy
• E.g., Beason & Weinstein. ‘96
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B. Theory: Motivating Issues

 Net subsidy / Y over 1995 to 2015
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B. Theory: Model
(see Appendix-X2 for more detail)

 Endogenous innovation in GE-framework
 Hopenhayn & Rogerson ’93

 Setup-1: Intermediate goods firms
 Producing (final-goods specific) intermediate 

goods in industry 𝑖 ∈ [0,1] at time 𝑡
 Monopolistic competition
 Entry/exit
 Intermediate goods firms can improve 

productivity through R&D
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B. Theory: Model

 Setup-2: Final goods firms
 Continuum of industry 𝑖 ∈ [0,1]

 Perfect competition

 Intermediate goods as input

 Setup-3: Households
 Consuming final goods

 Inelastic labor supply
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B. Theory: Illustration

 Dynamics of relative productivity
 Stationary equilibrium
 Two thresholds: Terminate R&D ( Ƹ𝑠𝑖) & Exit ( ҧ𝑠𝑖)
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B. Theory: Distortion

 Impact of distortion

 E.g., SME subsidy ↑

• Surviving longer on subsidies, ҧ𝑠𝑖 ↓

• Smaller incentive to avoid sales decline, Ƹ𝑠𝑖 ↑

 Consistency w/ facts?
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B. Theory: Calibrated Model

 As distortion (SME subsidy)↑
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B. Theory: Implication

 Most of the facts can be explained
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Facts Japan
Data

Higher distortion
(Miyakawa, Oikawa, Ueda)

1. Entry ↓ ↓

2. Young firms’ empl. share ↓ ↓

3. Dispersion of firm growth ↓ ↓

4. Job creation ↓ ↓

5. Frontier vs. laggard gap ↑ ↑

6. Markups ⇔ ⇔

7. Profit ↑ ↓

8. Labor share ↓ ⇔

9. Concentration ↓ ↓



B. Theory: Empirical Validity
 Supported by data?

 TSR data (1998-2020)
• Firm-level panel
• Sales, R&D, exit
• Panel estimation 

 Industry×Time measures for distortion 
a. Net subsidy for an industry (e.g., Beason Weinstein ‘96)

b. Sunkiness (e.g., Balasubramanian & Sivadasan ‘09)

 Distortion↑ 
⇒ Longer shadow of death (i.e., shorter    & longer    )
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B. Theory: Unexplained facts? 

 Labor MKT & Plant Location might matter
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Facts Japan
Data

Higher 
distortion 

(Miyakawa, 
Oikawa, Ueda)

Weaker 
worker power 

(e.g., non-
regular 

employees)

Plant 
relocation to 

foreign 
countries

Ideas getting 
harder

Higher 
financial 

friction for 
intangible 
investment 

(esp., young 
startups)

1. Entry ↓ ↓ ↑ ↓ ↓ ↓

2. Young firms’ empl. share ↓ ↓ ⇔ ⇔ ↓ ↓

3. Dispersion of firm growth ↓ ↓ ↓ ↑ ↑ ↑

4. Job creation ↓ ↓ ↑ ⇔ ↓ ↓

5. Frontier vs. laggard gap ↑ ↑ ↑ ↑ ⇔ ↑

6. Markups ⇔ ⇔ ↑ ↑ ↓ ↑

7. Profit ↑ ↓ ↑ ↑ ↓ ⇔

8. Labor share ↓ ⇔ ↓ ↓ ↑ ↑

9. Concentration ↓ ↓ ⇔ ⇔ ↓ ↑



Summary
 Business dynamism in Japan

 A slight diff requires new expositions (≠GAFA)

 Distortion on firm exit (+ R&D) could be a key

• Desirable policy for growth?

 Need to consider some other theories...

 Labor market, location choice, and any other?
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X1. Business Dynamism

 HHI of sales: Decile×Year

1. For each industry in each year, construct 10 
equal-number groups of firms from top decile to 
bottom decile

2. Compute HHI for each decile×ind×year

3. Compute HHI for each decile×year by using 
industry sales share as weight
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X1. Concentration

 HHI of sales: Decile×Year
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X2. Model

21



X2. Model
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X2. Model
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X2. Model
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X2. Model
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X2. Model
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X2. Model
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X2. Model
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X2. Model

29



X2. Model
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X2. Model
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X2. Model
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X2. Model
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X2. Model
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X3. Empirical analysis

 Net subsidy / Value-added (manufacturing)
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X3. Empirical analysis

 Net subsidy / Value-added (non-manufac)
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