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Abstract

The Background and Effects of Regional Decentralization of
Start-up Support Policies

Hiroyuki Okamuro

In Japan, business start-up activity has been stagnating since the early 1990s, so the govern-
ment began providing start-up support in the second half of the 1990s. Start-up support was
explicitly introduced in the amended “Basic Law of Small and Medium Enterprises (SMEs)”
in 1999 as a new and major goal of the SME policy. Additionally, the new “Basic Law” pre-
scribes an appropriate sharing of SME policy resources between the central and prefecture
or municipality governments considering regional and local circumstances. The national pol-
icy program for approving the “Start-up Support Business Plans” proposed by municipalities
that began in early 2014 based on the “Law for the Strengthening of Industrial Competitive-
ness” integrated these two directions of the new “Basic Law” into a single policy for the first
time. This policy also formed the basis for the “Regional Revitalization” policy that began in
September 2014.

This policy has a unique scheme characterized by multilevel collaboration between na-
tional and local governments, and local public-private partnerships. The national govern-
ment encourages municipalities to draw up and submit their own business plans to support
start-ups in collaboration with local supporters, including chambers of commerce and indus-
try, and local banks. Upon approval, the national government subsidizes municipality gov-
ernments, local supporters, and individual founders. By January 2016, 1,000 proposals were
approved from among 1,740 municipalities in Japan.

I empirically investigated the effects of this policy on local start-up ratios using munici-
pality panel datasets. The estimation results for panel fixed-effects DID (difference-in-differ-
ences) models suggest that this new policy significantly increased the start-up ratios in mu-
nicipalities with approved proposals compared to those without approved proposals,
particularly the ratio of new corporations and subsidiaries of existing firms, as well as in
municipalities that appeared unfavorable for start-ups.
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