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Table 3.3 Comparison of Total Factor Productivity Decompositions of Each Country's M anufacturing Sector Based on Foster, Haltiwanger, and Krizan Method

TFP

Contribution of each effect

Entry Exit effect

effect in total TFP growth.

- Redistributio . Net entry . )
Source Country  Unit of analysis Period growth Within n effect Between - Covariance effect . effeq (|np luding
total (%) effect effect effect (including switch-out
subtotal subtotal S
switch-in effect)
a=b+c+f b c=d+e d e f=g+h g h

Ahn, Kwon, Fukao (2004) Korea Establishment 1990-98 28.1 11.35 0.63 -2.28 2.90 16.11 15.60 0.50

(0.40) (0.02) (-0.08) (0.10) (0.57) (0.56) (0.02)
Foster, Haltiwanger, and Krizan (1998) USA Establishment 1977-87 10.2 4.92 2.66 -0.82 3.48 2.66
(0.48) (0.26) (-0.08) (0.34) (0.26)

This paper Japan Firm 1994-2001 21 1.20 0.33 -0.09 0.42 0.61 1.13 -0.52
(0.56) (0.15) (-0.04) (0.20) (0.29) (0.53) (-0.24)

Barnes, Haskell, and Maliranta (2001) Finland Firm 1987-92 54 -5.08 6.37 2.86 351 4,10 2.92 1.19
(-0.94) (1.18) (0.53) (0.65) (0.76) (0.54) (0.22)

France Firm 1987-92 -7.7 -10.16 1.46 1.62 -0.15 1.00 0.92 0.08
(1.32) (-0.19) (-0.21) (0.02) (-0.13) (-0.12) (-0.01)

Italy Firm 1987-92 15.5 8.22 2.17 3.57 -1.40 5.12 5.43 -0.31
(0.53) (0.14) (0.23) (-0.09) (0.33) (0.35) (-0.02)

Netherlands Firm 1987-92 2.7 4.16 -0.16 2.46 -2.62 -1.30 0.16 -1.46
(1.54) (-0.06) (0.91) (-0.97) (-0.48) (0.06) (-0.54)

UK Firm 1987-92 -4.5 -6.93 1.40 -1.04 2.43 1.04 0.23 0.77
(1.54) (-0.31) (0.23) (-0.54) (-0.23) (-0.05) (-0.17)

NOTES. TTHE entry and eXIT eITects I tis paper and 1 Ann, Kwon, and FUKao (2004) IMCTUJE e SWITCH-1N and SWITCN-OUL ETECES, TeSpectivaly. VA UES IN par entneses Jenote te snare of eacn
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Figure 3.1 Start—up and Closure Rate of Establishments: Japan—US Comparison

Figure 4.1.Panel A. Start—up Rate: Figure 4.2.Panel B. Closure Rate:
Japan—-US Comparison % Japan—-US Comparison %
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Japan
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Both the US and the Japanese data are based on statistics of employment insurance program.

Sources: Small Business Administration, US Government (1998), Small and Medium Enterprise Agency, Ministry of
Industry, Trade and Industry, Japanese Government (2001), and Study Group on “Industry Hollowing—out” and Tariff
Policy, Ministry of Finance, Jap
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Figure 4.1 Diffusion Index of Business Conditions (" Favorable" minus" Unfavorable") in the
Manufacturing Sector: by Firm Size

60

40
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- - - Small
—— Large minus Small

-20

-40

-60

Source: Bank of Japan 'Tankan (Short-term Economic Survey of Enterprisesin Japan)'

Notes: The BOJ revised the Tankan from the March 2003 survey onwards. In the case of the December 2003 survey, both the
data based on the old format and the data based on the new format are available. Using these data we linked the statistics
before and after therevision.

Before March 2004, small firms are defined as firms with 50-299 employees and lar ge firms ar e defined as firmswith 1000 employees or
more. After March 2004, small firmsare defined asfirms capitalized at 20 million yen or moreto lessthan 100 million yen and large
firmsaredefined as firms capnitalized at 1 billion ven or more.
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Figure4.2 Labor Productivity in the Manufacturing Sector: by Firm Size, L ogarithm of
Value Added (in Million Yen) per Worker
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Sour ce: Ministry of Finance Statistics Monthly: Annual Financial Statements Statistics of Corporations,

Notes: Small firms are defined as firms capitalized at 10 million yen or mor e to less than 100 million yen.
Medium and large firms are defined as firms capitalized at 100 million yen and more.
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Figure 4.3 Changein TFP Gap by Industry and Industry Characteristics: 1994-2001
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Table4.7 Trangtion Matrix of Firms Rank: 1994-2001

TFP-level group in 2001

Lowest 2nd TFP 3rd TFP 4th TFP 5th TFP 6th TFP 7th TFP 8th TFP 9th TFP TIEE

TFP level level level level level level level level level

group group group group group group group group group -
Lowest TFP group 34.0% 17.3% 103% 9.0% 7.2% 68% 4.1% 4.1% 3.3%  3.9%
2nd TFPlevel group | 19.9% 18.8% 15.0% 128% 92% 73% 45% 51% 44%  3.0%
3rd TFP level group 12.7% 154% 149% 13.3% 114% 86% 95% 46% 55% 4.1%
TFP- | 4th TFPlevel group 93% 121% 141% 149% 132% 116% 93% 63% 51% 4.0%
level 5th TFP level group 58% 98% 12.7% 133% 14.1% 11.7% 12.0% 91% 7.0%  4.5%
yroup in[ 6th TFP level group 42% 9.6% 102% 11.2% 11.7% 139% 13.1% 108% 8.6%  6.8%
1994 | 7th TFPlevel group 37% 54% 9.0% 105% 10.3% 13.1% 14.3% 13.2% 11.8%  8.7%
8th TFP level group 39% 44% 49% 57% 91% 11.6% 145% 17.1% 17.3% 11.5%
oth TFP level group 33% 44% 51% 50% 79% 9.6% 104% 16.3% 18.6% 19.5%
Top TFP level group 24% 32% 36% 42% 62% 6.1% 79% 134% 182% 34.9%
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[able 4.8 Comparison of Firms Employment Growth and Firm " Exits" between the Top Firm Group and the Bottom Firm Group: Al

Manufacturing Firms

Below the 25 percentile in each industry

Above the 75 percentile in each industry

Number of workers

Number of workers

Growth rate of

Percentage of

Growth rate of

Percentage of

Fiscal year All firms  thesurvivors Firms"exited" workersinthe| All firms  thesurvivors Firms"exited" workersin the
total workers firms "exited" total workers firms "exited"

a b c=b/a a b c=b/a

1994 825336 86358 10.5% 2475820 120704 4.9%
(3396) (556) (3419) (375)

1995 759593 -3.3% 86344 11.4% 2734449 -0.9% 141268 5.2%
(3559) (536) (3582) (370)

1996 694034 -2.2% 86792 12.5% 2743078 -1.1% 151256 5.5%
(3519) (523) (3541) (382

1997 728367 -0.8% 84792 11.6% 2620956 -0.6% 143750 5.5%
(3491) (533) (3515) (319)

1998 696177 -5.2% 68078 9.8% 2418887 -1.5% 182579 7.5%
(3479) (503) (3501) (348)

1999 679635 -3.0% 131938 19.4% 2381912 -1.5% 168144 7.1%
(3423) (768) (3448) (530)

2000 644740 -1.7% 69637 10.8% 2214509 0.4% 104466 4.7%
(3182 (469) (3206) (303)

2001 651308 -6.2% 2262099 -2.9%
| (3329) (3354)
Average value -3.2% 12.3% -1.1% 5.8%

Notes: The valuesin parentheses denote the number of firms.
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