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Determinants of Regional Disparities in Starting-Up Firms in Japan
Cross-Section Data Evidence

by M.Kurose, A.Otsuka and K.Hitomi

Abstract

The role of starting-up firms activity in regional economic development has long been discussed in the literature. The
results of empirical studies show that the start-ups generate jobs, stimulate technological progress, and contribute to regional
economic development. While the empirical studies reveal the determinants of start-ups employing cross-section data,
almost all literatures neglect the variation of the determinants across industries.

We analyze the determinants of regional disparities in start-up rates by industry using the Establishment and Enterprise
Census in 1986, 1991, 1996, 2001 and 2004.  Our analysis shows following evidences ;

1) Unemployment rate and the share of service sector are common determinants across the industries.

2) The density of establishments and population are the important factors to stimulate the start-up rate in service sector

especially in business services while the factors are not significant in manufactures.

3) The level of gross regional expenditures(GRE) is the factor promoting start-up rate in wholesale and retail while

GRE does not work as the stimulator in manufacturing sector.

(Socio-economic Research Center, Rep.No.Y05018)
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Fig.1 Standardized Regression Coefficient in Major Industry
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Table3 Start-up Rate by Prefecture
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Table4 Start-up Rate by Industries (Major Groups)
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Fig.1 Share of Industry in Start-up Establishments
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Table5 Location Quotient in Start-up Establishments by Region
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Table9 Comparison of the Results of our Analysis to Major Previous Studies
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Table10 Results of Multiple Regression Analysis in Service Sectors
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