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What happened to “Zombie” Firms in Japan?:
Reexamination for the lost two decades

Jun-ichi Nakamura (Hitotsubashi University)
Shin-ichi Fukuda (University of Tokyo)

Summary

The Japanese economy experienced prolonged recessions during the 1990s and the
2000s. Until the early 2000s, evergreen lending to “zombie firms” had distorted market
discipline in terms of stabilizing the Japanese economy. A majority of the “zombie”
firms recovered during the first half of the 2000s. However, deflation in Japan still
persisted even in the 2000s. The purpose of this paper is to investigate how zombie
firms recovered in Japan. We investigate the nature of corporate restructuring that was
effective in reviving zombie firms in the 1990s and the 2000s. The regressions suggest
that cost cuts such as reducing the employee strength of zombie firms and selling its
fixed assets were beneficial in facilitating their recovery. However, sales growth was
ineffective for the recovery especially in the 2000s. The results may suggest that
corporate restructuring without innovations may be responsible for the Japan’s
prolonged deflation in the 2000s.
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B BE ey I— 0.011 0.928
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KA I K 2—2007 0.611 0.045  *=*
KA I H'2—2008 -0.541 0.066 *
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B A e H3—2005 0.355 0.210
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F=4—1 XFERIHET Bl EE 2002~2008FEEDHEHER

BRI S B S TR (R — = [ L IR
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X3 pfiE 2% piE
PEZE BT 72 -0.638 0.067 * -0.546 0.088 *
A B < T P R BRI 7 -1.327  0.008 ** -0.966  0.049 **
B hERBHEEYeyI— -0.419 0.098 * -0.323 0.214
FenlfE 2 o7 bbb ER) -0.272  0.414 -0.171  0.617
SSHIEIEANCS Dl =)= ay) -0.362  0.786 0.441  0.758
DIAL > F 0.287 0.636 0.048  0.936
BRI — -50.070  0.000 **
B bR =R 315.793  0.000 **
& I— 0.332  0.790
Y eI -0.080 0.211 -0.117 0.059 *
72 bR BT 7 5779 0.313 5.928  0.307
i s A I — -0.232  0.195 -0.289  0.118
HA I 2 I—2003 0576  0.021 **
HA Lo H32—2004 0.477  0.142
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KA I 2 3—2006 0.248  0.429
A I 4 3—2007 -0.278  0.425
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EIERIHEET - FRIER  2002~2008FEDHEEHER

571D T NQ
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PEZE BT 72 -0.064 0.858 -0.126  0.719
A B < T P R BRI 7 2215  0.003 ** -2.700  0.000 **
B hERBHEEYeyI— -0.563  0.115 -0.449  0.210
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i HALE S I —
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