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2. Rel ated Literature
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originally developed to understand The ddapaom
banks were fodntd anfottemnx tSemadniva gpebyl en ocro rHeocerka t a roh
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that find the negative exit effects include F
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Nakamura (2011) argued. Howevehe tlae aneused ae c !
and Dovchinsuren (2a2%0)ofr empaargti ntah atprtoldacdi @y
increasi fgespealdi ém. i s espeamedli-suynzr s eenmnobe@spifios e
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still finds the remaining exit effect to be n

After alhef ign arhmidalt her issoivser ei gn debt cri si
ombie problem attracted affTheMFi ¢201B8 ) merasnE o
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2018) s4dedieéddatmamfrom several OECD countrie
irms rose in many countries after tthaeo ngoliocba
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epress not only productivity gr owteh pbeurtf oarlnsaon
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rate of smadilemwatnedr pme dsiesm ( SMEs) i f no governm

show that i1t is possible to support the vulne
failure rate witBrownnemunteh efri sacnadl Kcroissthnamur t h
support policy should take into account somewt
For example, they point out that | iqui dulitdyi tpyr c
constraints while making restructuring througl
solvencyTph&oblupepmstf Thirty (2020) points out t
from |iquidity to solvency and argues:

AT hea ol em i s worse than it appears on the

confusion caused by the unprecedented natu
probl emficl wiftbb fealigresol venci es comirngdi gt man
support programs | ose funding a@and existing

Group of Wil ty,

There are a few studies on the i mpacts of
Granja et al. (2020)i mptawcd ys tolf e tanlel oPcaaytli R6BXAErka nP 1
SMEs in the US, which provided | oans to troub
the US Small Business Administration (SBA). T

fl owed etgi ons anfdte crteelda ttThveety yadcsho f i nd t hat many
to pay for expenses otf.heThda hiamp gpaty rond | emm@mlnay me
t he prwadgmnamd to be very 3$malbo ERamipedt tak. e
of the PPP and makKiédhey wismidl @arhef ieddigngi l ity cu
and fiaundok $377,000 to save a job.

I n contrast to these papers, Deodh i &g elr a ragned rt
of jobs, mostly at very small firms WbeEeYy hebo
the empl oyment i mpact would have been even bi
firms. Bal yuk, Plr)a bahl asloa ,f ianndd etiPeiartli esgrn®alll2li kfeil ryms g
to get PPP Il oans i n eadrtlhys uggtkangleeanocfymu b 6f pbegh &
firms with prior | endi ngBarretllaettito nasrti opddiohriastee h( 2s
PPP i mproved their (subjecti veiimomtfbosrpexcer yf 03
busi nestsetshe hope may have di sappeared qui ckl
smal | .Jmamkis m and Nettoer 2@r2dh| prmmi ft tolue RRBt e
di fferent objectives of the government (empl o
profits).

Core and De Marco (2020gecoeceammert theaexpaa



i n | teayl ytihldddh t he guar madneoerde lqouancsk | werbey | arge
information technology (I T) syst ethasn@ko dalh.e (2
| ookbkragrams i n Geammaty ldldsitrmegds §&sndant batt t & he
apparentl y swiemiel arerpyr adgrfdms ent . The UK policy
whidepartemd | yame policy proteBvoddi ampDbpamant o]
(2020) examinnse ghucaw atnhee eldoady government progr e
zombi e features are moreldJdpkelllyi ,t oPdlaikzz aurp, tahre
that ¢treeefli rehfects of anyf ignoavnecriname nftt &swsps diarutlE
depend on faasachl|lcosypmnmtcrey odnd find s uppsoorvteirvee ge
nexus during the pandemi c.

For progr aMwosr iiknawaa p(a2n0,21) examined the rel
firms bef or e tthhee rpeacnedi epnti co faggdavnmesr masretd el iaef
He f oufnidr mshatthat received the government suppo
(measured by | abonbeprodect-h®% i CiIVdaiDgdhuoT™wWeRyed , not
take 1 nt o daectcaoiulnetd monrfeor mati on such as credit
amo ulets.ugi et al. (2021) wused the survey enume
| ndutsa rdyescri be -hdivf ¢ hee COV& Pa ntehsee rffeisrpmean daemdd tF
ShoTkk.sur vetyhatevde/a%h sof t he respondent firms us
through the private banks, 42% of them ushed 1t
empl oyment adjTihsetsme fti gua lebksa dcoe Wi rttdoadth bap pad bl i«
of fered business support -1®r sdroaorks atro troe sopuan o it
et al. (2021) al so oregphirwegsgmdaareed hkef yr me twakaéa
except for the empl Ok ehgpormtedadjnwd t me @tmi sblesht §whedepn
t he <cr eadnitdhes porogr am t akesup€OWHRLOE tsihooncakl tohna tt
exper iTehrucshdy cannot exclude the possibilthey t
busi nesshexwmpuper tt heys hsaudflid re r guwdb Il iac gledan guar ant
pandemDeco an®OVMagandsai mi lharz amalr glr ob |l e m.

dSupport Pr ogmDamstnhgen CI&a® aldr i si s

The Japanese government has introduced numerous policies to help firms combat their
financial difficulties due to the COVI9 pandemic. They can be classified into four major caiesg;
grants and subsidiespecial tax treatmentspncessional loanandadministrative guidance and free
consultations. Some of those prograntsoduceda new set of special terms for the exisfinggram.
For exampletheemployment adjustment sullgiincreassthe replacement rate tifewage subsidy
which explicitly aims at maintaining employment by supporting firms. We focusseweral key



programs in our regression analysis below. This section provides a brief overview of all public support
progamsdesigned to helporporations to survive the pandemic.

3.1. Grants and Subsidies

At least 15 grants and subsidi@sreintroduced in 2020. These can be grouped into three
types. First, there are some grankyufukir) aimed at providing immediate hip for SMEs
experiencing acute sales lessThese grants includbeeBusiness Continuity GraniZokuka kyufukih
andtheOffice Rent Grantyachin shien kyufukjrand are administered by the central government (the
Small and Medium Enterprise Agencyh 2020, the central government allocatadds for those
grantsin two sets of supplementary budddts, one passed by the Parliament in April and the other
in June® In total, dout 4 trillion yenwas allocatedo the Business Continuity Grant and abdut
trillion yen tothe Office Rent GrantThe sumis about 1 percent of GDP, which is about 540 trillion
yen in 2020.

The Business Continuity Grant is a etime grant of 2 million yen for a SME or 1 million
yen for a sole proprietor. The eligibility teria are (ajher e ci pi ent 6 s mont hl y sal
50% compared to the same month in the last year; anthélvgcipient establishetheir business
duringor before 2019 and are willing to continue their business.

TheOffice Rent Grant is a @time grant tgpartiallyreimburse rents up to 1 million yen per
month forsix months for a SME or up to 0.5 million yen per monthsi@months for a sole proprietor.
The eligibility criteria are (aher eci pi ent 6 s mont hl y s arpaes todhe o p p e
same month in the last year; or{b¢r e c i p i emadnth salesdioppedemore than 30% compared
to the same three months in the last year.

Second, several subsidigsojokin) are designed to incentivize SMEs to make forward
looking fixed investmentssuch as installing digital equipment to allow remote working, renovating
office and shop spaces to ensure social distance, and so forth. These are provided mainly through twc
government sponsored institutiotise Organization for Small anslledium Enterprises aridegional
Innovation andhe Japan External Trade Organizatidajor ones are subsidies under the Programs

6 Note that because our survey was conducted in late 2020, samplarfirmst affected by another supplementary
budget bill that passed Parliament in January 2021 in the same 2020 fiscal year (i.e., April 2020 to March 2021).

"Budget numbers foll ows Unami (2021), supplnamecne ed b
(https:// www. mof.go.jp/ budget/ budger _wor kfl ow/ budget
Trade, and Industry (https:// www. meti.go.jp/ main/yos

(https:// www.ej/fsce.ag cc.hj/ pc/onv/i fdi_nl&dBn om. ht ml ) .
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to Promote Productivity Revolutiaiseisansei kakumei suisin jigybThese subsidies existed before
the pandemic but were panded to help firms adjust their businesses to respond to the pandemic.

Third, several subsidiefogeikin) are enhancetb maintain employment as much as possible.
A major one isthe EmploymentAdjustmentSubsidy, which existed before the panderbid was
expanded substantially during the pandemic. The Ministry of Labour, Health, and Welfare directly
administers this subsidyhe central government allocatadout0.5 trillion yen for this subsidin
total in two supplementary budgets

| t ¢ o v esrcast ohpaying funodghed workers or providing-thiéjob training (Off
JT). If the firm is a SME and not laying off any workers, subsidypays 100% of the furlough
payment or the wages for the workers who received thdD(B/4 if it is a large fm). If the SME is
laying off some workers, theubsidypays 4/5 of the furlough cost or wages for workers in the Off
JT(2/3 if alarge firm). These special terms are more generous th@OME-19 ones, which covered
2/3 of the furlough cost or the wages workers in the OfJT (1/2 for large firms)regardless of the
layoffs.

The maximum allowance per dgyer worker was also increased from 8,370 yen to 15,000
yen. For a case of OffT, anadditional 2,400 yen per workgyer day is granted to the $1,800
yen for large firms). Before the pandemic, the excess allowance f@TQffas 1,200 yen regardless
of the size of the firm. The period of eligibility for a firm to receive the employment adjustment subsidy
was also relaxed to 100 days per yeat 46O days per three years. The sales loss criteria for the
eligibility was changed from 10% average sales drop over three months relative to the same three
months last year to 5% monthly sales drop relative to the same month last year.

Other employmentelated subsidiegaseikin includeadirect payment to furloughed workers
in case their employers do not paynd grants to firms if they allow workers to take additional paid
leave to take care of their children during school closures.

In the statistal analysis below, we focus on two graritee Business Continuity Grant and
the Office Rent Grant) and one subsidizid Employment Adjustment Subsidygincethese are the

major grants andubsidiesaimed at helping firms that suffered from the COMIBpandemic

3.2. Special Tax Treatments

8 One of those subsidies is callié@ Business Continuity Subsidjogokuka hojokijy which sounds similar to
Business Continuity Grant but is totally different.



In March 2020, the government annountieeloneyear grace period for any tax payments
(e.g., corporate income tax, consumption tax,) ébc firms that experienced drops in their monthly
operating incomes by mordan 20% compared to the same month last y€arporate Tax
Moratorium)® The oneyear grace period also applies to sole proprietors who experience financial
difficulties caused by the pandemic.

Ataxrefundby carrying back tehviiso uyse ayrebasr 0 so sgso rf pro
are generously allowedt had alwaysbeengenerous for firms with capital that do not exceed 100
million yen, but it is now allowed for all firms with capitaf less than 1 billion yen. Moreover,
corporations are allogd to deduct a wide range of COVVI3-related expenses and lossasluding
purchases of surgical masks and disinfectants and losses from unused raw foods at affected restaurant:

Property tax reduction on buildings, machineries, and equipment weréenaitstuced in
March 2020. The property tax on buildings, machineries, and equipment that a firm already owns was
reduced to zero percemt f t h ¢hreémomthnséless dropped by more than 50% compared to the
same months last year. The tax is reducetlhalf if the sales drop was less than 50% but more than
30%. Even before the pandemic, lower property tax rateghdiffer among prefecturespplied for
newly purchased machineand equipment for three years. In March 2020, the reduced property tax
rates were extended to newly purchased busirgated buildings.

3.3. Concessional Loans

Regardingspecial concessional loansgelated to COVIDB1Y, at least 25 programwere
introduced by the end of 2020. Hezan be grouped intiwvo types programdor loans originatedy
government financial institutiorsndthose for loans originated lprivate sector bank§.he major
government financial institutions that provide the special concessional loans dep#meFinance
Corporation(JFC) and the Shoko Chkin Bank!® The government financial institutiorgrovide
preferential loaafor SMEs even in the normakriods but the speciatoncessional loans amore
generoughan the usual preferential loans

The key COVID19related special loan programs by tlse two government financial
institutionsshare common terms and conditiomsMarch 2020, loan rates for the first three years
were lowered by 0.9% to 0.21% for SEIBndio 0.46% for other firms. Ais is widely applied téirms

°This program |l asted only osepyogr.amlwasagmldiedataiso o f
except for some speci aimaocbgeuoumssahospifal gzegd)he owr
YWhil d aplae Finance Corporation is whalally ®wneadebyhto
Chukin BankhéscewhedlThgo reersitmeorft .t he Shoko Chukin Ba
Associations and their member SMEs. Other government
l oans include the Okinawawbewxdl opmemwnekli whmdé yChryp o 1
and targets firms in the Okinawa prefecture.

10



that experienced sales deopf more than 5% compared to the norreales'! More damaged firms
effectivelypay azerorateastheycan receive the interest subsidies with the same amount as the interest
paymens from the Organization for Small & Medium Enterprises and Regional btrav For this,

the eligibility is restricted tahosewho experienceda sales dropof more than 15%or micro
enterprise and 20% for SMEsNo collaterals are required for gedoans, so these loans are called
neffective zer o iantteerraelsst. of oans without <coll

As for the concessional loanthrough the privatesectorbanks, the main programs a
reinforcedsystem ofublic guarantees for bank loans for SMEs. In Japan, SME bank loan guarantees
of 80% of the loan values by the governmental agencies I widely used. For several years
following the Global Financial Crisis, the government enhanced public guarantees to 100% for bank
loans.This special schemeadjust started tde phased ouieforethe COVID-19 crisishit. In March
2020, the governmemeintroducedhe special schemeuaranteeing 100%f SME loan values. The
eligible firms areessentiallythosewho faced more thaa 15% monthly sales drop compared to the
same monttof the last yearAlso, additional budgets are allocated for 80% gui@a programs for
those firms with more than 5% sales drops.

The guarantee fees, which are usually around 1%, are cut tofarifaE firms with more
than 5% sales dropr zerofor SME firms with more than 15% sales drop and for microenterprises
with more than 5% sales drofphe bank loan guarantees are provided by the Credit Guarantee
Associations, sponsored by prefectural governm@mis a few city governments) each jurisdiction
but insuredby the Japan Finance Corporation (aritence eventuallyby taxpayers Terms and
conditions vay slightly across prefectures.

After May 1,the governrmen¢ x panded the program of feffec
coll ateralsodo to private sector banks.rectlyno many
private sectobanksfrom the Organization for Small & Medium Enterprises and Regional Innovation
The maximuminterest ratehat banks can chargaries across prefectures lsiset at around 1.5%.

Note that the interest spread is positive e ardinary deposit rates of any banks and sieon
interbank rates have long beeffiectivelyzero in Japan.To use this program, the firms need to use
the 100% guaranteesvith zero feeprogramspecified above, hencéhey need to meet the same
eligibility criteria. Firms eligible for 100% guarantees whkbB% fee program receive the half of the
interests they payThe programdesignis essentially the same as the program provided by the
government financial institutions.

INormal sales refersang bhetbamepamonthreel gears. I n
bet ween three and 13 embetsstapbei aheraga)y mal esal ast he
months; (b) the December sales in 2019; or the avere
(https://www. jfc.go.jp/ n/finance/search/ covid_19_ m.*h



Overall, the central governmeallocated about 15 trillion yemr about 3 percent of GDP,
for concessional loan programs to ease the liquidity problems of firms in total in two supplementary
budges. These budgetumbes include the interest payments and loan guarantee, teasdonot
include the loamrincipak advanced bgovernment financial institution¥he amount ofCOVID-19
related loans made by those financial institutisrestimated to bat least 50 trillion yenor about 10
percent of GDP.

3.4. Administrative Guidance and Free Consultations

Consultations regardingcorporate management including financial management,
digitalization, and human resource managemeare providedfree by government agencies or
governmentsponsoredenterprises Some of the subsidiegspecidly thosethat come withdebt
forgivenessrequirethe recipients to go througtuch consultations.

Several sets of administrative guidance were issued to large firms and government agencies
requiring themnot to discriminateagainstand rather taive favorable treatment® SMEs andsole
proprietors. Also, the government agency lsseplosed eye on these issues by occasionally surveying
SMEs and proprietors. Similarly, regarding labor standards, the government agkrsgbsnonitor
firm compliance.

4Dat a
The primary dataset -lueswdl ior @diits rsd pdryt icol

Research ( TaSRya,j owhiccrhe diist r attihneg Jaagpeannceys ei nc oJuanpt
and Bradstreet's worlilsdwidelriyewuwedk byThe ddoatra h:

exampeéenard et al. (2019%We amrd Qartv alwaa ee tofala.
establish how representhat idvad at lreeet T SAR mda tt a0 sceot
regardl ess of their size, industry, and region
head quarter | ocation, the industry defined b

number of empl oyeesrerguitoligg tCE@.nd i nformati on

To thiseddtdat et roersiudiitnsarios ut Wego tohGeOV RIED e f f
pandemitchet hCaetnt er for Research and Edwucati on
Uni ver si dye so fg ncleadk dauncdt e d TIS&®HIL.SNRR QR EWIEt It Mes R eedma i |
magazine subscribers to participate 'i'0 Zthhee s u
guesti onmmawm eApipseArdo xghAYh@5whoempanbdneed sudy €9 3
firms are thesehedtt ons Mattehhee nignaftoar fnsa® & coenm baesr
i's csocdslatran t he € bndsbteifborreeantchiealpandemi c.
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To better understand the cbdmwmadcther ispteiced 2l o
compare the charactéenfoearmasi basad,eahrfBlee ethbém
TSR datWebdd&idi r ms with hisghli glhcapedp tenigoddmree e ,
empl oy eehsa,t &Mées naorte mbaeekp@hkieo t hteas suepdpbée i
Bland Fi gtApe@eBBHlinxk t er ms tohleahotaetnady jwhep!| esal e
secamevserrepwkesmeansd ructi on, real estate and |
and weéethoes are under rr eipr ersierad e tshoepiet amteiealt ob
ntroducded shaynpl ©us elsaaitpil @n.has somewhat mor e
erformance compared with the eantt iarree dcaotnashi adseer
u
a

ffered especially during the pandemic, such

mpl e .

nw u0w T

The surfvemeagkoswth rate of sales of each n
in 2020, t hel scanel@20nivBe. | nt er pr b ht b e q atehsetv edbenm aans
Sshock hteham experibBgceandemi c. Tvhhee tshuearyp etyhi ehyio s 0
any ovfartilbaus @avaearurbrsgadtided oan Fprograims taf o g mam
applfipaedt he surveywhaednhe tpel moawhetnh ewh eanwaisl e d
approved, arnac dihwe da mofuntthe application was suc

As we discussed in the | asarsegibbbdyigaicm
of the (maximumfigsal expedecleince dt datri ng t he pal
applications and the acceptances to depend on
survey dat a.

The main hinggudtrydy fi & whetaned tthhee aacpdehpetcaan
support programs apandemri el paeed owmbak ewabre tapbrl eeh
measure-pameemire piexs fohemacaedii gnesdc otbh®T RAs h of i r
Decembefh@0d®edit score foreaorfa@ed ke peerspe i
100. The crtehdei tsusnsaagbfeotiegse f or four aspects
manage me nG2 0g upatl si)t,y dnsoand hg rj auvdggreodw pdnrod itthe pr od

21 f we know how t hehef isramsp laer,e wvsee |ceacnt ecdorirnetcot tt he sel
with weighted | east squares with the weight for eact
into the sampllaéitddvane2eddddp hé et s2a@l@Pr)opose such esti m
straTtheegyi. mport ant asveurRmtoiwom Heriag liys atclcaiutr at e sampl e
not confident that we have a getodi end dwe i @lit ed@ npd &s ts €
estimatowm dasti &dgcapeéey, rwebiets tmondaetle disostrhge her edi €cscon

I n(employment), and I n(sales in,we0lu%s)e ttdc ec dlIncvielratee ot
for each twmbsesrtwatgitrensshen model s for aplphle craetsiuolnt st oar
gualitatively similar to the ones that we report in
[

mportant parameterstahasge cand ysomsilgeéc¢dmeant .
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prospPP2bt pts), s batbhiel | bal apnucdegaegtt he el at i englerp
suppliers af45 cptingintt rfainsmpar e n®k&ly0 aphiih).ePIR ad i &
scoreskmown to be positively correlated well v
Pern2hhd Miyakatwad &h@ Shi

TSR expects the subscribecrsedodr ehéot iieeey
creditworthiteesssbbmenspoespeci al |TySBvhaasitfhiegs
firms into five groups accor diarigonl teoa cthh eg rcoruepd.i
wi ahicore lobes®quilatblediokecd,ttihoons)eascwo rten b3eG n%® N e
“ichi o(em&dahatt taue | Dt)Gs Feashqd adchwitihber) bet we
6@ nU9b Un@ndf e)lidose B&atnlé®me consi'dei lealh ¢ fo)u bek
I n the st astilbsgli eVt bmniadg iy &It heS R uesr odfdriidd, s o t ha
the range béecom@j]svasiablaltempm@epandemime ag @ mwfeo o
ustehe profipempemomwtomkeWe should doteot haéepabbu
thus, the sample size is reduced when we use t

Tabl e 1le sschroiwst idi eirhset astainspiM iecveadiéane of t he cr
0.543 with standalfjdeadwtviilaet iodfn tCh.e0 &7 .s'tfir& ebcuetnitoinl
i's OhBO.average ppeorf imadrptelr owsoarkeryen, ltwhowcwdande
US doThawertaogtea l sal,@rpeaerdnwihihdosrs and yen, whi
equi vadtemdudand US3vdalalgaer ssapblegs O,/ e rtehaes andar d
deviati o®0i0ss mpptugt mBamy esmal | firms and a smal
the samfhpeerScenti |l e of tdhet bl Boeymteinlte iiss 34 3am.

Turni ng -be etalre syaddmrs i qirgo vibtele weemi ¢@bruary a
of 2020, t he aver0ag0e0 2s ail rehsiFiegrganaaion., ¥4 s i n May
recowgd. 076 i n THte pntee plmeat rif .essanl es rgrsewtbh es t he mi
ot he ticeveéoperteaet numbef ineemedcases-19Mf @0OVYT Hen
state of emergency coveirn nfgeradve e h'h3amd eNjd yb Bls4e o f
trooafght he siahepBagbmdiflfect s itpheeo pplleusmimenobi | i ty
of emergency.

Si ntclree el ¢ i théeodrii asyever ab u gmanatr nlnobeannti pc ogd ar
condiotni otnhse mi ni muwm gs ailheeso pgambaswtcla | cul at € otthhee m
yearweananl es fgréoembtriu@e gt eambderuse this for statis
sect i @mhveerfaogie ni mum s ailsBs3@baswtabnndar d devi ati on

BAn explanation of thhtet pc:r/ehde ww csocsojrpe/ g usi df eo/uknndo @alitend g e /
Japanese only).
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i mpés that tdepecopmaadidenytes ogeneous. ffTamdes srav e
prosfpa2rO2 1 r el a.fTh & ee tf @gil@NMISW Or. Whi ch 1 s very mt
to the average sal es gtrdo watvhe riang eSnebpitteombesxr p e2cdi2 Dt
condi hi ohe ftaololntofn2u@eBv® @it ono 1.mpr ovement

The sasksyseveral fguesti aipp| dabhet tgow@Ep oxmte r
progmaamwel | gaosv d rormmesnthsyf | tfeotrc tSeMESI ( Japan Fi nat
and ShokbBaikharmkd spercksoak el oans with the gover nme
t h1le0 0 % pywhalriaEnotreee.ach prfogmramr eppoéoneéent fihen i s
montapplfication, thef mapphrhoutdiidppepraonwalnt recei

Table 1 shows that about a quarter of firn
Adj ustSmesnady well as the Busineas Lobout nL@AG%iI app
Of fice Rent Grant . Only about 4% applied for
applied for the Property Tax Reduction. The |
duet e t axbedienagdditishdet er @&@a @lc cfoiuretmidn g whe &rh may
our SsAbove®%. €6 respondent firms fapg@ripad fFomah
Corporati on6%( Ap@) ti lesépbedcotmolf fleomaend by Shoko Chuk
aplied for tfhrepmipeat @alséotamrs banks. The receipf
application rates. for most of the programs

The bpadgfomrabl e 1 report ¢ atrhhee admeesacerii we d vfer a
gover aupeprmptr o gr ams armrsdot héewadouhe f i nalrheei alv eir s

amount r ecBmpV egAdasutsttbugesnitdy i s about 8 million
of Bulse Cemstsi n@raantoni s 4 mil |l i onh&fmiecn@urbis itdhye i a\
millidmeyaverage amount of the sOmedialonl darm mi
Chukaind®mi | I i on fromheramesbretabaefmkd. | oan i s070
million from SBmkdodl|l Conkifmonmbpdawaimeét camkessi o
armuch | argemouhssabisebsd grh@mtmount ieofspeairel I

comparabl e st otHehet asmohahoetl s ¢ 0 @ S hJoRRGo uekn ch ,a glr Latg et h
amo u nstp eatfomamm bout thhaeh Er age @tmamuldasa b hcease of pri
financi al i nstitutions.

To get an idea about how the I|ikelihood of
correl ated weftdr0tl®e weediobksaor t he ddamgd aIne e
create a diagram, we first divide the range of
then calcul ate the proportion ocfeitvheed)n utnmbee rg oc
support for eachsditnha Tl hiteinidaiheis eajiueae?2 0l £ ngdth. Fi
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t haeppl igradp e X iomn) Cyesdidbeetnax{s), and add a | in
The resud t governmemtEmmlraymdeésnactIndrst dyBu s it hees s

Cont i nGradgmtod Of he&Re rG ant ) are reported in Figul
concessional | oans (byShlh&panahknamaoidalpaG&msper
are reported in Figure 2. I n each figure, the
shows t he apprFovgaulr e r3ehoaecitppta)h ergantbeu.nt s by Il,ende
concessional 6or sftibgnueraer,d tlhoeanusp.per panel repo
|l oans and the | ower panel reports the results

Looking at Figure 1, both the application
gr aamnd sudrsd dnegaebirvel ated withFilgerer @dial s®cc
the application rate and the approval rate f ol
with the credBiguseo3efbat ROLOsRPAOWOher edah amot
negatively corTrheel anteegdatiinv egsethoecfinegleat hens omcessi
espeanaalel yoy Japan Financi al Con hams tf @owr eh atrdhaed | d
Thseéi gsuggest shwtthhéeofwicmedit scores are mor
Correlation, however, does not I mply causatic
anal yses, cont rtoh@GOV KL fsohro ctkh & os iezaec ho iftiyr no fa nfdi
i n ter ms ionfd uarrdnyt,hieze,egi on.

5. KrOe/I-D9 Credit Score and thBuAppkssRrSagrpaoms d
5.1. Es$tirmateiggn

We now characterize the type ofpditrsngandtat
subsawndesoncessional | oans by conducting regr e
vari abl et hteh aota étuaekfiest he firm has applied for (o
explanatory vdri adbteseaire 2 0i&Occlaueddi mog hsear|l ecso ngrr
pandemic, firm size, sales pr osdpegcitdifgorrt 32 Oe2vie,l
prefectur e Tfhiex eadb seefrfvead ti so.np rbi entaormel syh esdnubel ct€a o f
information.

|t i's cruci al to control for the sales gr
targeted thrperf enmesdalbeasf hderfoegpx.petict ed sal es gr
each firm awr algp erstt ionfateurnt he foll owing | inear
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"0t Q61 0BGy h p

wheognaow i ndicatesinfi njdes tf eagpnpolni telgher ogirrma m2 02 0

YQO'QQU Qi ndi cates iifn tihref ufmit roykgri eocné it © e progr a
61 QY& i;Q i s the cr ediitn s2ciol@®e"Yd@of QT Ol réndndi hnei mu m

mo ntshalyes bgrnt okgdelinr uaapd2 G2 Pt e el ertt iM@e2s0ta ane2 O0mMo9n,t h
€ Yoo Qf is the natuthk beBahithnnddn0l9i s t he
natur al l ogarithm @dn EOWIOy @Gt iisn t2el 9ex pect
grownh2®21 vree ty@QDO &9 47 pref est udidedQod i iase dbi red f e1c
fi xed Deefpfeencdtisnng on specification, some terms r
consi devoedBbewvel, andotmMiherSdluec®Gri emsbhmed to be

Because the dependent variables in our reg
(1) cannot be,we tfealalroyw tWouoel.drHedrgee (2010, p.>5
projeche olmi mdrt dependent variable on the exp

us consi stent estimates of the parameters in
probit estimators umcepesbdDhhkeabrsomptrhamy | fnibxidl
effedhtose esti mators®are often inconsistent.

5. 2. E sReismd ttison or the Empl oyment Adjustment S

Table 2 rapomadgdsfudiitiee appl i Eapli opAHmist ment
Subs.i dgol simms I he esti mated coefficients from t
the credit score as .t hleheo relsyt i enapled@wattooerdiy | \ca& reir
t h@atploi nt hi gher <credit Sscor e maéudtupcérsc etnhtea gaep
Recall thdtstahmepuemseappli.ed for the grant

Column 2 specification adds firm size var
2019, and t he -tagiemirmusma | cefs ygeraorwt h bemlw@®2a0s Fe b 1
explanator’y Thwvear eabl emated coefficient on the
negatdli. & Z'rhe sign of estimated coefficients o

YFor robbhewéad s®t i mavtaerdi athhee o fvo wmy dtbd ndld aalk wi t h mul t
effd@btesresults from this alternative estuilmationaayp!
signi fiacsamtepwayw ed Ein the Appendi x

“We also estimated the regression models with the fi
did not change in any significant way.
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Smal |l eernfitemmaref me alaepspil kyelfyort o he s ubisn dtyer mg
of the numbeareofmemepl loiylelsy t o appduyetfier atmoe n:
of s Wwbespnmgyporti onal to the total payments to f

Not ablIryns fe xhp egchteirngsal es growth in 2021 ar
empl oyment adjustment subsidy. This may be be
decides to continue keeping their empl oywwaeés o
exper acemmempdsal es drop are more | ikely to apply

t he hipphetcandmycy ms with poori pertflope mhaeeod&a mins
poor pbefspreett hweerpea moetnei chphéelyy

Col umn s3 aalfnlo@wei bl e functi onvaln Sfad rerd Go mowitdieer
to reademployment adjustahemamssutbbehdyat slabbost ed
decriemsle®esnpar ed wit hi tt theee miaones mopenarh. Simil arl vy
business continuation gr amb0 %a-p®yaeranr nsuasite sh advrec
wemagxpect a disconttaMiun $yl od-6rRdhehtit.owe,vent her
proghame differemtaltlhdve sthaoblde . functi onal fornm
vari ables colr;0 es®b 9®{ &y]-Q(ol 0, 0. 00], -0(.09.00,0,1 .00.

(1.00, maximum], and i ncl undet hteh er esgerte sosfi omi.n 1
the estimated coefficientbtor sathbfittlivand ptehhes ceogt
in the simple regression model and statistical

Col umn 4praefdesctd4uir e of it hed Ceofl fuennt s3 tspeci fic
COVIID® are concentrated around wurban areas, a
i mportant. The estimated coefficient on the ¢
signi fhiecaemdt.i Mg €0 .4V Blaar gere on.el ni nabGwll whee 3 a
si gnicfhiacnagret i n t he essutgigneasttesd tchoaetfrfeigceioeemtl sshetibs
Looking at estimated coef fioaditerdt 3 non hper feifadrdgey r
|l ocated in urban areas are more |ikeSynte tpe
i's astgovtemati ¢ mdiefrfaggreensceee dios s s P 0 ead erca qurreesss i o r
prefecturcaan druénsmdlsetessism mat e

Finally, Col umns 5 adidgi6 -dsappadd i Jii ncdaut si tornys .
respectively. The inclusion of the industry f
credit scor eofona pfgdery |ti ke | s pheowidal term of the E
Thus, at | east a paaltow fc rtehdeitthheisrgrioerlleaitl eolohi hboeot dw
for the grant i s at i nd wst esgiddreeadafle:r msr ei nd ksetl
| arger number of firms applyi ng,afndr MiHKe sdri dmt
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the i mpactls9 ofarGOWIrDeatl y across industries.
correlation wikeef wianducsotmey$ Bvfaeraimawtiitonn .i ndustry di
the coefficient esti matWhedmet havegiuts cii ml2d stor e
or-dBgit industry effects0s2&%sa7d0 tmagkegagldi tad et
is statistically sigriifgiidanrtnddrslty yateff®%tlsev e

5. 3.Eskaynd&Rke s ohtvar if Bruosg r a ms

Bel,we report the regression resul,usifgr tWna
speci fi tpateifoenctwre fRdxgdtefhdassrgndi xed effec
Thus, wet heot-bsdost ry cveaadciiolmaesi oonf 02019 and exami
bet we edciotr e and participation in the programs.

Tab3 et abuleastteismedtgeee ssi on tbekefidci enfor odi f
dependent \d rfrieeagbrleesss.d fiishieendeammd @a sCol umn 5 o,f Talk
I n( Sal es of 2019) , I n( Empl oy neelnatt i ovfe 22001 92)0, 1 9S¢
variables for the rangegefart sal misnigmwmt df beh
Sept e2ndb2eOrpr ef ect ur e -dii xietd iedfdlexcfisg fainkde 2r e f e s
with the dcwxmesptand fgidxedr refpfoe ddesls i aApdp eDh d i

Tagiapep i dea about the magnitude ofaOt-pleset es
i ncrease i nothaep xlriedaathidesra pfpe@evlal pPeggameaes ampl e
average of t he,wirtehdei ts tsacnodraed di Os6 @)\s iSetrEt@maslildyer w
happens when the creditthsesandar dmpeovaesi by. 1.5

Theirsof rPanfedblAe 3 repor ttsheeppéiomatmoe 4 hieo nv
gover gmantssu basnTdhiee § .i r sotl urnoavp fd fi c @ tsipcerc i tad f tt telr em
Empl oyment Adj ust mentth eSuebsstiidnyat ejdu sct o erfef peca tesn t
Tab2Tehe estimatedstoeflil gi asti%g nlidgvieslplat nat i ncr e:
the credit score decreaskowtehTeappbhbibhpi atss @r
i mp,adcdthseamppel i cati onabatue. ias ga&ayt er

Al t hoaigdo wnoith eddies,cushse gover nmengpedisfoi d ng uthdeluctieals ,i
GoeTo Hojokin,theer aubbidwpdbetryg. d@antdriéebstanrgensin tota
budgefTekyo prefectotedwewds f ionducaatbdegwtegsiedipmndemi ¢ si
Apparently, prefecture fixed afdfdetcsd ia mfdotrionttihdsiterdyo | f i
variabl e

"We can go furthertamm khetdwedmr tmé epreft e onure and th
tried tdiigi twiltehv &l industry classification. This red
there are many cases where oBl ynoamaephrtmcuhaa paefiec
result does not depend oA nwhuetthrer swes ciifdlcucdcd fteltd sp roe
fixed effects.
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For the BustiyneG@rsa nGomith tneuii B bctreeadsiet isncor e de
applicatalooBu trpeetrec elnst aQleaiggadins,tsds z@absampl e appl i«
24 %. For the OfTf ipowe nRe n th bdBrresdsite, isnheer eDpdlk d o a e B C
byawbowpttrzZent ag&hpei nsscempar esa nymll éa hagpepol fi clalt% o |
These estimates areb%t hevetically significant

Similarly, we faD nhdi gthheart cfrierdmst i wsieflolyfleds o d rhe
Corporate Tax Moratorium aabotthed Rr @ampd hichf, eT A & S
statisticalab% bkfegmitithe affdfOmdéx | & vdaltattfear t he

The secohdTalbwe 3 maetpeod t sofeadhfeiecd setnetdsi t sco
pr obaddfi IriettyBbeuvsiinngess supper t OpithGegr ponsat e Tax Mc
antdhPer operty Tiags &empiuge i ®mrvey did not ask i f
had beeapardmoratorium/reduction appl ipcatpieosn sy

prepbkoedthe other programs, the surveygndskeme
firms that applied for t heec esiuwepdo rtth ea nssunmeproerdt .t |
however, that their apgmleiscatmmresdgatt rtejee ctiente

applicati oAs afnar rteltei gt daret g oa readr resneshutipispgoiseesdy e t a
t hvea laipgp | | cvatlipg@ghs@acati ons foaraed siokedappmowmall mtdean.
aut omabecadse | oans are 100%egparcareide g ds ipieimles
i nterestf candpaenMistelsast i mate ther r elgeneoste ctean pdisst i
applicati onbuftr otno rsehcoew ptthsat whvet get wd el cakneat e
for or the actual receipts of the support

The esti matied tcloe fda aad redn drsocwl toeinstahasbg e I3 cr e
core are |l ess ,bukethetestemated thefmficient
he receipt of the Bhiesieasetsismatoe tii madli. tley scabtrelaan ttt . f
corz.pzereeqe mporienksly to receive t.hel tBuiss ne slsa
onsi dkeaimigt more than 20% of I|Isamplhearf fivranasd sw,ietc
ne standard devi at7i%o momhieghe ket ye didhves@d dat iwse
hat firms with | ower credit scores are more
|l though the correlation beecmps ewe akembwheaen

» —~+ O O u —* un

We now turn teufivpe 1t d@r & ®mine 9 pipdencala tpd on h e
borrowi nghicaamoeepor t ed i n PRorelt BBe odp priaibsdpmed d3aanls

ion of t he notr-GB.d2 47 scaonmdck tilte OmédN
*
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standad)C, Shakaommd pri vate BkhetopbpebBin&sernd es
COVIIDEredit scoreanar estaltli sriae @athil lwe dSehlgirsi, f isc ann tl
grants and subsidies, firms with | ow Morredivters
the association iss oxital ongaeamsf ahathhé mcanfhes st @

Foaodonceslsoiaonnaplr ograms by privaQ.glosedt alrech a
thereditabBocogerlde nt angpeal apkod Inyt.$tho sap sl yui dien ae |
aboautquafrtehe fitoms hapm!| tothas astandard | oans f
bankisrwmsat .-plo il mtwer craerdeb o pec&reat age pointbstl es
it sgeueistiseg abl e coadi%epliingatoindry r at e

The secofmaneglowB odf tTheeb s ell ®ashewppHeeafli nd t |
the firms with | ow credit sc.orflsl atrhee neosrtei rma tke
ateaS% signi f.iSpamnd¢ afclat ingluviiohver c riadiotyptesrddoernet a g
poimanrda kel y t a Fr€oneiesleoi #iodmre | W iniec Israenpd iepme m alt e
14%.n other wowrname @Rt dndar dvidéevi a2 Bd% hmdri @ hleirk el
receive thkeoapnscE%Tehreo dichals.e f oli sShhobivt Givelak e h a |
of the t endelnhcey dfeogrr eteh eo fJ RCh.e hcareegdaitti vsec osreel eicst i
the speci al | ogn tphreo prra g &4 &f isercda beb bas&Awiit hm
wi ath.llower c rieadiotyptesrc@oernet sangpe ep d ii rkte | ¢ysleoma nrsecei ve

The third row of Panel B of Talbdamao3u nrte pforrat
banks, unconditional on lapptihicatumaoomdi riecrealp:
that do not borrow through a spewhdtilterl oam 1mpa
applied for .iThe Ideprenpiee gntavteurriadlb Ipgdblges olf oan am
measured in .AOdi hgud8@edhipestame | oani amoompar §
tohe average | oan amount <conditional on the r
averagegsscomal | oan abmwitint6 d rmim IJiFACn iyen.

The first tchod uensnt isnmadtwWso nc arecsaud ¢i d ma lAfligam p
wi abh.llower crbeodriseobweObb 0g pnowitTehes parti al correl a
crietd score and the st amalabediowean cardeduiatd ssoco rtldr €
amount OplLabpopithienttshi rd amshdowurhdéd siomulmar t en
made by Shwiktoh Crhaukgnl yv pa ch allafs| ewefie c ta st @srie asa d & r,
t he rsagulditsditewo gover nmené mendtehsnc@emde DNi onal
the standard | oans.

ion of the cr-®.d583 scaondce tilte Omédn
*
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For privheerfemmheessionalet padsf f esrtemtd afr rd
| oaThhse fi fth column of Panel aB.|lmfweTa kxlrlezeoddrtes wsscw
abol0bt og pnowircetnscessi onal tlhoea nc.o rirmeusapldosstdrisamsgt a, r d |
i 821 og pAdiimimtawne st andard devi at i scm nlcoevsesri omrad c
from praintkisda e g spnoirtrdtan tfthreowdhF G e i ts twaorud adf dg@iho a n
private 0®Bhbg spmirget an tfhieb.@n s umsmamiy,ar to t he
governmenitngtintameii mhsms with | ower-18r bdrtowcbi
amoudmtom prisyv ad sp ecainkl | 'y i,n diniads c € e andieshtaryo 1 e s
privat.e banks

The rdeulettsofoow et hat the firms with | ower ¢
for and ceceevei ¢t mhal | oans throughTboghagoveéy
deganetewhiimdanci al | y rwerchea avletdh yt hfei romesn cceasl sciud naatle |
amount of t he ntaodnec etsos itchnea If ilromesn swi h &t lte efdii t ms ¢
cal l for cauti etno tiot gi vyer Mindd es Wy edrbiutbd eartses t h
and the amountsudfhrMhmsang gl venhhéeoconcessional I
with credi©. 5corestbemsewof the | oan amount, 1

such firms.

5.4 Di scuBEsstiiomd&e soonht s

We fimnthetlcdar porate supports including var.i
during 2020 irre Japken yweroe hmooe hel ped the fir
noting that our results do not necessarily sh
zombie firms, because a firm withlhowhereédti¢er
zombie firm is defined to almiddsastubsmdi haetd bgsc
government so that it can stay in the market.
subsidizati oindemtiitfey i zao hTlleys steomph € i tiad Iy . wi t h
our sample may not necessarily be zombies.

To see the relation between the credit sco

we identified those Havensbdéemtz amkei ecso nisn d20 9
O]l gnotriengcor porate performance measures in identifyi
Caballero et al. fiMOd8paatgliedmapabol kowsli es by cl ac
on our assessment od smhlegihkirzddhegkdadigt aeaxred en ot phy dlu
profitability. This strategy permits us to evaluate
zombies based on their oper atiiomg i mbairsd ati ersi gdtoind :,a t tel
would have | ow profitability, anaikikeglyhaksscohaeé¢ al
testo(fabaltl.ero et al. 2008, p.1947)
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used by Cabal?erno tehti salapp(rotké),. a firm is | u
i nterest payfmennti musm breelqgou rtebdehianmt ésesihhfepay men f
of rboomi ngs and t heFQg2,i4h6g5r met enesurr staenpl e, we
identify if they aketeheoimdl|bet egonopbbsamaypft ze
firms with the saméotesedtine osfc ozppemrbti Feo gfuirrems f or

We clearly see that the firms with | ow credit
with relatively |l ow credit scores, the propor:
We canateesetgrmenmsosdiedi ng the zombie dummy i nst

credit tskough the sampl e si zAl tbhhecceogrteosw nsautb srt em
coefficient esatni mahtee sr ehgairees, stfhoantd adnodmbiyaes of 2 0]
influences trleeieligaleelgioveos ch memt supports.

Combi ned wit h,tohuer andadiint ifoinnadli negx p| oreat isdm ws <
t htahe firms with | owetyetgprtabtta,r asu llveirci es, an
whet her or not they were aThealdywzombddies $edo
already zombies before the pandemic received
i mportantclryeditthef ilrooms i dtkhat izioend@vessma y eft ®&lslertviee
army ofolefmbr & st hea yp ehmadveemiboe ¢ 0 mer ecci eesgurp pzoor nbsi edsu
the pandemic

Whywerfer msquwistthhonabl e viability before the
governmenttusiupgporhdhpamfégsinhic® sedobbgmpotamdiede
di seftew pr omiosniesg each

First, a support pooglawmpfenafgoespimiveg héelypbg d
woul i klweasfeor ekbeplterms of a concreessti omat e d)o
favorably for the firms thal9 wearedesmircuggGli aarg
conditions for receiving the subsidies and t he
not find any condiotritoronthat ywbdahvdr dbepbtpr ms
pandemi c. Al most al |l the conditions are abou
encoumlaf ¢ meed onset of the pandemic.

Anexception is the speciabahbansAexwendesdc
the speci al |l oans come with 100% guarantees
eventually babmbeeybyBeéadwpayéehe pandemic, the

2’We use the zombie inde cautohorcsal (Chd ahie)d doryd ohaes hif hitrt
research project. We thank Toshihiro Okubo for all ow
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amount. Thus, beotgseweorl pab8@%tof the | oan va
ot her words, banks shaesdm22®Boy wif e t ehret d d sksa n KT'sh
much crediatO0slguaWianh ee, howefpet gnbhasakréigdeb B au
banks barely have incentivesi abl dififementTlhit
sector banks to provide the speci al | oamodtto
fulgluyar ant ewdrtehlef ctesiesd not beé i sadr grhiagi mg otrd vy
companies befwemetbel phkptgmto apply for and r e
b a

nks.

Second, even i f a program does not explic
conditions that di scourage applications by fi
concessional |l oans either by public or privat
the pandemi c may envotrer ctalspsn/iidod dle mdebwst hbdn po
firkaer eofviermmist h | owarlevieesagel i kely to gambl e
performing firms may tbhee Iceosnst ela@ke@inyaet @t appl N
reasoni nap pmn®y en gdruabnstisstheddpsci al takatreathmMebkshe
suppwegéefts from the government toraggrtl ems 0

financi aslorcordietr iagme

Thigrdaestush hassB Ces siithyu &r adfhfeRecn&r gweér e -1 ump
sumr aneifese sadmododhetp e fd sdnmEFesuch pr ogr amswhil alr gtee
to klaivegh credygodotsdot @@Prpltyhe ot her hanedpEy mkRat an
Adj us tSmesits gteir s wo rtkheerr ¢atmedr € pt ad r caprorutnitrouingbd rt ot
empl oyeres, given a fixed cost of papmeawaw& fo
stronger i ncemits ve ogpop easpipd yamseemegmpd ain why
negative correlation of the credit scBurse nasd
Contiit@uant s t Emml d yohde rutls ¢éSume it d y .

Final lmay thera& r epudiamiiloamralt @« otdluiee i dge gd b d &
financiSalmec rbiamnikss. wer eanyesvier ament o bact¢t ept beca
accembiangy eyutsieguveaalk ness of t h(elh an dcbiad ra, 20 mSal nsdb e ¢ d
Phili pp&k2@h&i mi,hemally hy firms may have deci de
or special l oanapplyi n§ woomkbdrheadhatheir banl
susmaeeakness of t hllisgo,balh easnistéa tssiteent sfaryonm upr ef e
possi bl e tshceriut ibnaylbgonnbea nkise eatnsd t he Bad weaikkn mePmtab
and ,Papil

6. Robustness Check
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Thi s secttihotreygoeesppobuastnesd raypaet&r n&uur eé orme
the dciremst wohtehi ndasr ke owederdestt rsiccotr et.he sam
firms that sattilsd i eacltihree cirn tealias otho be el i g
Thiwael est hecsampniael It oa ntdh ehesksip B MES ) nehce ME of
Japan

6. 1 Pr oNoirtk epreAtatse ranMetaisweaCree @oif t wor t hi ness

The analysis in the previvwsr es gadaistuime us e
credi t waon tylaikeaevg2 @ 1 7 ) and Miyakawa and Shintan
credit score is a good predictor ofWhiwen cxit

not doubt the quality of TSR wcwulreée ds&mi ey e d
raubst neosuge ol ttshneast migy pr off ii gaugpedrt eviom &kteirve me a
fiBanrsedi t woeft i @eslse outbreak of the pandemic.

We esttimatseatimo delt hoaslambilre 3 by replachwnwg tt
the monthly prbhHe tr @esul e bSilehee rseipgonrst eadndi nst at i
of the esti martee dl arogedlfyi ciirewmdarsi ant t o the chang
oft heesti mat edomoehteéeitchriedd stswiovagroifablil eps(ubwoakeér p
shrjbruks t hire fshehree |Ifya blee vienatandof hmowmahl gnpief it

much | ar gsef tthheen drhemp o t thaewc toflriyer,, mst wi t h alrewenro r per
Il i kely to receive the Tdhower afmiirnste r u blsiikdeyl yort c
concessional | oans,aimdo mr J WN8atreeSdvadard, s Cahlulk itnhe c o

statistically tdle@%illf,e cehixuttrd patts tl aenadsar datlhle@. r ec e

Overall, the analysis wusi nwertyesimoinltarl yr es
t hia€, rsmst h | ower profit ahaiklei tuyp arhee nbourse nleiskse |Is
coassiondhubkboawonsr results are robust -pvchreche mvec
performance of fir ms.

6 . Q2ubsample Analysis of EIligible Firms

As we discussed in Section 3, firms need
progr ams. Many programs require the recipien
pandemic. I f the firms with | ow credit scores
2Both studies show that there is room for i,mprovemert

com ned with the vabasasbdbdeosemadcloinneé elchai qiurg al gor it
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the @®vishock, our result ¢tectbenexpl ai ngdbbe
the support progr ams. Our regression anal ysi ¢
pandemic, but thiavapgr ddech pmay | reot. fThlulsy we
of regresmibhagbyhe sample to those firms that
support(ipregramore thaombtheabamadafodrmpkeol meine
Adjustment Subsidy, and Concé&ssiadbrasl decadnnler é
month in the | ast yealGriot the Business Conti

Tabdceompahesregression results ot ighbl €uf
f otrhenpEoyMmeéjnt s Surtesnitdy h e n B uCsoinntel sasunfoyr t he empl o

subsidy, the result for the subsample of eligi
|l f anything, the coefficient on the creéedgi,grsaaot
t he wesctoeniaftiecd ent on the ageidi adscwhengenbky simla
used. We note the sample size drops to about
increase substantially. Thlee pornedi tesddaorad ei 0f:
not statistically significant.

Tab7lshows similar comparisons for concessic
eligible firms are pretty much the samendas tom
credit score are slightly | arger in magnitude
the result does not change significantly when

6.3Su b s ammpdlep SiIMS s

The sannpel eprievitous dalkklhitee ®omon cherhtadfeiwems an f
necesasaoynttion gatlbhechvia,y igarodliagsmVNeimestf t he gover
suppmparotgr ams akl DpemstomRatr ¢xanmpé@éMEDP.] acemer
ratehefempl oy mesnutb sa ddjyu sftomme nftur | oughedh eoietse r s
75% f or |lam lgears ef iorf ms.0o n ¢ & &two govaranient baoka, oan raieg were
0.21% for SME and 0.46% for other firmof the first three yeayand SMEscan receive subsidies
to reduce the interest payments to effectively zero if they satisfy a certain set of conditions

This differential treatment oSMEs may explain the negative relationshiphat we find
between the edit score andhe receipt of the support prograilBMEs, with lower credit scoieon
average, mape more likely taapply and receive theupportghan large firmssincethe programs are
designed to bmore attractive to SME3 o0 address this potentigioblem we repeat the analysis using
only SMEs as theregressiorsample.
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The Small BusinessAct (Chusho Kigyo Hp of Japan definean SME by the number of
employees and the stated amount of capital where the thresholds vary by ifitlustiygthe industry
code, the number of employeesd the stated amount of capital in the TSR data bas&lengfy
3,867 SMEs out of 4199firms in our sample

Table8 reportsthe results oéssentially the same regressionsTtable 3butarebased on the
restrictedsample ofthe 3,867 SMEs The coefficienestimats are almost identic&b those in Tabl8.
Thus, theTable 3resultsarenot driven bya policy tendency to targ&MEs.

7. Conclusion and Future Research

I n examining the chaappltieedstocsantd taeeifV
and concessional | oans that thEOVHPMaamredemigo,ve
have found that the firms with poor perfor manc
wemere §okeégei ve t hoseWigaovenr ntnheen ta nsau pypsa rst ss.a mr
tot al amount of conceswiitomadtr ¢ diidfieosmeanhest d iemtu t
range (betweeNo©O.8D| aati Ohd8 g . ftihremsp avielr etshj 2co.mb
government support programshssgem perfhaveni mgorp:
yet overHef amarsesitsheedpandemic

I n the wake of the pandeimiea) t fiwi fcuotnasiitprg dy d
firwass netesgpareyferndminlyeamtdh,d¢aar se screening mig
inevitéabiwever, pol i cymatkhgee s en e aedp rt ovgiauseidd nt g el g
zombi eand rmmssy have creafSedhnamwpwmbanbtyea If lityhmasr. ar
temporary shodl® dpe oman€OVI Bhock by di ssmaardt i n
inefficient firms.

lt I's alsexiampomet apnetiot of tdhw asfufppotritv e
suppo programs were in protecting vnsahiwes Wi Irims
be able to assess these policy impacts by com
those of the firms that tdai d orpt mete qdist @ es U PO o L
We wi | | of cour se mseedde ctta ocno ntthract! Weo niviotichues adi enlo
to consider the gener al equilibrium i mpacts ¢
behawfi orhanti t meGewvanommy abi | i Foyr teox af nuptluer,e esxhpoe
2To be claddMEfaeddi am has to be small er tehiathhhear cer t ai

amo u rcta pd ft anlu nobreermpdefe Yy ®reh e whotdaesalt g, ithe capital thre
and the employee thraddeol di ¢ s i3DDu £tmpy ,0 ytelees . t HFroes h o |
empl oyeaewseet &iolk i ndustry, the threshol ddoiear e nsU smirli leis
thresh®&0@& million lpgaeand 300 emp
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government pgoanptes f 0 o0 timsdl alanth & ¢ 3§ iex i bd ned /woarg ee mp | 0 )
commi t,mpddrssi depmrepeudidness c o,nthismuafadiic@ema jpdra di
oevenrkenk credneéectOneeasyhoul d al so notper dtheadt itn
businesses and/ or empl oyment i's not entirely
i mportante mamtasniefs tthhat keep the economy grow
theoretical mogelevehat nghasdn dwad Kemlae ®alseoci a
desiomby ewhagho | ii < ynooot geamedsotu b e onlairngb gstpieacn nfiaiic
capianél-smecskiiWel | eawvenprae heevnasliucaét i olme gover nmer
progfamsfuture research
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Table 1: Descriptive Statistics

Mean SD
Baseline Charaeristics as of December 2019
Credit Score (Bad 0.0Good 1.0) 0.543 0.067
Profit / Worker and Month (1,000 JPY) 109 23A
Sales / Worker and Month (1,000 JPY) 4,410 5,859
Sales (Million JPY) 5,383 15331
Number of Employees 160 2,919
Experiened Shocks andProspect
Yearto-yearSalesGrowth of 2020Relative to 2019
February 0.0 0.2
March -0.0 0.3
April 0.0 0.3
May 0.1 0.3
June -0.0 0.3
July 0.0 0.3
August -0.0 0.3
September 0.0 0.03
Minimum of Sales Growth, Febary toSegember 2020 -0.305 0.302
Prospective Sales of 20RElative to 2019 -0.078 0.213
Business Support Programs or Leans Application Receipt
SpecialTerms of Employment Adjustment Subsidy 0.2 0.2
Busiress Continuity Grant 0.& 0.%
Office Rent Grant 0.2 0.9
Corporate Tax Moratorium 0.8 -
Property Tax Reduction 0.0 -
Concessional Loan by Japan Financial Cooperation 0.4 0.4
Standard Loan by Japan Financial Cooperation 0.0 0.0
Concessional Loan by Shoko Chukin 0.0 0.0
Standard Loan by Shoko Chukin 0.0 0.0
Concessional by Private Banks 0.2 0.2
Standard Loan by Private Banks 0.3 0.9
Receipt of Amount from Bailout Programs in 10,000 Yen Me a SD
SpecialTerms of Employment Adjustment Subsidy920 77 219
Business Continuity Gram=906 399 110

Office Rent GraniN=281 251 26



Borrowing Amount in 10,000 Yen Me a SD

Special Loan by Japan Financial Cooperahisrb95 589 6,4 6
Standard Loan byapan Financial Cooperatidi+131 6,7 0 86 0
Special Loan by Shoko Chukii=194 932 9,0 2
Standard Loan by Shoko ChuliF51 811 74 8
Special Loan by Private Bank&971 50 2 53 8
Standard Loan by Private BarnlKs292 137 181

NotTehhaumber of o0b,2@&1 veaxtcieopns hfeosren dagmitbaefri tof o Bsbebr PR O f bh s a
sales related variables are winsorised at 1 and 99 p
are the indiThat areceampitabvilaasi,abl e is defined wuncondi
application for tax or propemtaysnteiarelhyo | s tdeagye wafs tAlpea
receipt amount of the bamdwnutt fpromgraansk analr ¢ heo mair tric
Sour c eCREPPER we lx osnudruweeyed bet ween October 26 and Noven
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Tabl e 2: Determinants of Appl iEm@oymeotAdjustment t h e
Subsidy

(1) (2) ) (4) (5) (6)
Credt Score 0.28¢0.522-0.417-0. 47€-0.28¢-0.27¢
(0.10(0.12(0.12(0.12(0.13(0.13

Ln (Sales of 2019) 0.0120.017-0.012-0.017-0.02¢
(0.00(0.00(0.00(0.00(0.00

Ln (Employment 62019) 0.0620.06E50.0640.0520.057
(0.00(0.00(0.00(0.01(0.01

Sales Prospect of 2021 0.152-0.1470.15C-0.12C-0. 09¢
Relative to 2019 (0.03(0.03(0.03(0.03(0.03
Min (YoY SalesGrowth, 0. 28¢%
FebSep2020 (0.02
N 4201 4201 4201 4201 4199 4151
Bin DummyVariables No No Yes Yes Yes Yes
of Min (Sales)
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes

Note: Het eronkedaetnitcist mndar dp<®.t,Tpxi0.85"gpr@0liSomepar ent hi
observations are dropped in Columns (5) and (6) because some industry exists only in one prefecture, which results in

multi-collinearity. The average application rate for the special term of the employment adjustment subsidy is 0.256.
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Table 3: Effect of Credit Score on Applicatior

1) (2) (3) (4) (5) (6)
Panel A
Program Type Employment  Busiress Office Rent  Corporate  Property Tax
Adjustment  Continuity Grant Tax Reduction
Subsidy Grant Moratorium
Outcome
Application -0.28¢ 0.34¢ -0.17: -0.43: -0.009:
(0.123 (0.10 (0.09 (0.05 (0.03
Receive 0.17« 0.24° -0.07: - -
(0.12 (0.10 (0.07
Panel B
Loan Type JFC JFC Shoko Shoko Bank Bank
Concessiona Standard Concessiona Standard Concessiona  Standard
Outcome
Application 0.803 0.254 -0.419 0.144 -0.961 -0.322
(0.122 (0.06 (0.07 (0.04 (0.13 (0.08
Receive 0.583 0.171 -0.339 0.081 -0.758 -0.231
(0.120 (0.05 (0.06 (0.03 (0.12 (0.08
In(1+Amt) -4.858*** -1.453%** -2.981*** -0.642** -6.219%** -1.721%

(0.902) (0.459) (0.578) (0.294) (1.071) (0.722)

Not e:198=0@LS estimates are -cepoirdtealnt Hetteamobaskec dast o
specifications include bin ddmmydvadr iodblmé :1iwiutmh o00. k
February and September 2020, natural |l ogarithm of s
2019, sale growth prospect of 20 2dli griel aitnildvuesftftreyc t2fd0.1x¢
approvals of corporate tax moratorium and property t
regression results of borrowing amounts conditional

frdmblse rsloene observations are dropped because of mul
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Table 4: Cumul ative Borrowing Amount of Conce:c
Cases Percent Cumul at Percent
Borrowi
Amount
TSR Credii
<=49 78 0 19% 18.6 8 18%
Tot al 4201 100% 10@0 100%
NotTehearms of concessional l oans made by Japan Financi

Borr owi nginBiliono ¥ent i s
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Tab3 Ef fect of Profit per Empl oyde GomnApp!l iSudts
Loans
1) (2) (3) (4) (5) (6)
Panel A
Program Type Employment Business  Office Rent  Corporate  Property Tax
Adjustment  Continuity Grant Tax Reduction
Subsidy Grant Moratorium
Outcome
Application -0.015™ -0.011" -0.014™ -0.006" 0.002
(0.006) (0.005) (0.004) (0.002) (0.002)
Receive -0.013" -0.010° -0.008" - -
(0.005) (0.005) (0.003)
Panel B
Loan Type JFC JFC Shoko Shoko Bank Bank
Concessional Standard Concessional Standard Concessional  Standard
Outcome
Application -0.02¢ -0.00¢£ -0.01¢ -0.007 -0.04: -0.00¢
(0.00 (0.00 (0.00 (0.00 (0.00O0 (0.00O0
Receive -0.023™ -0.002 -0.012" -0.004" -0.035™ -0.007
(0.005) (0.002) (0.003) (0.001) (0.006) (0.004)
In (1+Amt.) -0.195™ -0.018 -0.108" -0.033" -0.296" -0.056
(0.039) (0.020) (0.026) (0.013) (0.047) (0.033)
Not e:38N0=@BLS estimates ar e -ogermpwirstteednt Hsettaemr dagkike deakdrtld rcs
specifications include bin ddmmyrdv dr iodbIm oni wniutmh oGF.

and

natur al

bet ween February

i n 20pleqt

The

empl oyees
effects.

numbers of

multicollinearity with

approvals of

September 2020,
saafl e2 @2 1o wrt ehl gtriovse
corporate

fixed

|l ogarit
tdoi g2i0tl 9i,n dpursetfreyc

tax moratorium &

observati osnisrsaaaenéd seirfvfaen emts faremdTalplpe d1 b

effects.
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Table 6: Application to the subsidy programs,
firms

(1) (2) (3) (4)
Employment Subsidy Continuation Subsidy
Credit Score -0.289" -0.307" -0.346™ -0.276
(0.130) (0.150) (0.108) (0.298)
N 4199 3488 4199 1185
Bin Min Sales Yes Yes Yes Yes
Prefecture Yes Yes Yes Yes
2-Digit Ind Yes Yes Yes Yes
3-Digit Ind No No No No
Sample All -5% or less All -50% or less
Not ©L®sti mates are repoonsedstEBaetesotakddastieci
All specifications include bi nrl damdnyl voafr inaibnliens
growth between February and Salpdembrer2D2,0, n a
of the number of employees in 2019, sale grow

effedtig, t2industCol ufmnx e(dl)efrfepxdrst.ts t he esti me
reproducespbhéeedesnl Tabl & CDI Ranme I( 2A Celpwmn s t
the eligible firm sample, the firms that experl
same month of the previCousmpeé&Bhenepbymatagfe
sampl e that reproduces the resul't reported in
estimate from the eligible fOipremcseamplog, |tahegef
sales rel ati vhe otfo tthtee pgame omesntyear i n any sin
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Table 7: Application to the concessional | oan
firms

(1) 2 3) 4) ) (6)
Japan Financial Shoko Chukin Private Banks
Corporation

creditscore -0.803" -0884"  -0.419" -0.471" -0.961" -1.006"
(0.113)  (0.130)  (0.073)  (0.084)  (0.132)  (0.152)

Insales -0.007 -0.008 0.011" 0.017" -0.011 -0.016
(0.008)  (0.009) (0.005)  (0.006)  (0.009)  (0.010)

Inemp -0.005  -0.008 0011 0014  -0004  -0.004
(0.008)  (0.010)  (0.005)  (0.006)  (0.010)  (0.012)

prospect 0.032 0.048 -0.011 0.005 -0.039 -0.019
(0.029) (0.036) (0.019) (0.023) (0.034) (0.042)
N 4199 3488 4199 3488 4199 3488
Bin Min Sales Yes Yes Yes Yes Yes Yes
Prefecture Yes Yes Yes Yes Yes Yes
2-Digit Ind Yes Yes Yes Yes Yes Yes
3-Digit Ind No No No No No No
Sample All -5% or All -5% or All -5% or
less less less
Not ©®LS estimates are reporstaead.entletsd mngdlae dla etrir
All sBpatidébns include bin dummyl vamd abl cefs miinihm

growth between February and September 2020, n
of the number of empl oyees ien a20 1v9e, tsoal2e0 1¢9r,0 W
effedtig,t2industCol ufmnx e(dl )efrifemxdrstts the esti me

reproduces the result reported in Table 3 Pan
the el igi bl e hfei rfm rsmasmptlheat experi enced 5 perce
same month of the previous year in any single
sampl e that reproduces the resuCdl unmnmpo(f4d4)edr e
estimate from the eligible firm sampl e, the f
sales relative to the same month of the previ:
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Tab83 Ef fect of Credit ScdhrRe weni pAtppdfi c@Gtamins,t oS
Among SMEs
) 2 3 4) ) (6)
Panel A
Program Type Employment Business  Office Rent  Corporate  Property Tax
Adjustment  Continuity Grant Tax Reduction

Subsidy Grant Moratorium
Outcome
Application -0.282* -0.271* -0.177* -0.363*** -0.160***

(0.156) (0.119) (0.101) (0.067) (0.047)
Receive -0.168 -0.235" -0.102 - -

(0.152) (0.118) (0.084)
Panel B
Loan Type JFC JFC Shoko Shoko Bank Bank

Policy Other Policy Other Policy Other
Outcome
Application -0.911%** -0.333*** -0.550*** -0.185*** -1.163*** -0.347***

(0.132) (0.074) (0.095) (0.053) (0.155) (0.108)
Receive -0.664*** -0.252*** -0.434*** -0.113*** -0.957*** -0.254**

(0.125) (0.066) (0.085) (0.043) (0.151) (0.100)
In (1 +Amt.) -5.787" -2.147" -3.855™ -0.901" -7.815™ -1.842°

(1.083 (05649 (0.761) (0.375) (2.272 (0.901)
NotTeh:e number o029 2fbosre ravialt isopn®©¢iiSf ecai maneskadast epdDt ¥ e
consistent standard errors are in parentheses. AlIl s
betweeand 1 of minimum of sales growth between Febru
2019, natmr af tbgamiumber of employees in 2019, sal e
prefecture -dfiigkietd ienfdfuescttrsy, f2i xed effects. The approva

reduction are

observations a

not

re

dropped

because

of

mul ti

recocgfdeadbs er ¢t dotei csusg vagyiesddnef eauenbte r

collinearit
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Figure 1: Credit Score in 2019 aS8dbAmpp@eraatison
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Figure 2: Credit Score in 2019 and Applicati or
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Figure 3: CredithbetoBeriowi2f®d 9Ammunt ) of Conce
Loans
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Web Appendix

Appendix A: Questionnaire of the TSRCREPE Special Firm Survey on the Effects of and the
Reactions to COVID-19

The purposesroftodheésamiume etyhe 91 mpa dbtr eafk tolne FCOWI D pe
with effective policies. Your responses will not be
about the situation at your company truthfully.

Prr-@eOVYD sitwuation
The following questions ask about f4Beisi tapnonPi east

situation at your company when the business operates

Did your caWoprgkroyn Howvree pol i cy?

No, my domop @amyo Hflkaoore Home pol i cy.
Yes, my ¢ @aWaerdlooym hthadme pol i cy.

For those wyh@smanslwerpdevious question, approxi mat el

using tfhemWblokhe policy and wewkingpyr emect eldy ngPleemaps ¢

remotely even for a short period. However, pl ease d
instance, unfinished wofrlbm WMibonewpne i tgt wunder t he Wa
( ) %

Did your copmpeeahgrimawedaBusiness Continuity Planning
or emergency plans to minimize the |l oss of company a

recovery in the eventdisehsaedissasier, sechoasshatbtut ak

No, my company did not have a BCP.
Yes, my company had a BCP.

For those ifes,amyweroanp@ nny thhaed par eBlfGRPous qué& sBCBnhewpst
during the outft®eak of the COVID

lwvas extremely helpful
I't was somewhat hel pful
It was not that helpful

I't was not hel pful at all
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Forecast of the impact on sales and empl oyment

How did the sales, numbteirmeo fwoernkpd rosy,e ecso nti rnacd tu ew argk epra
hours worked (overtime included) per employee of yol
number s t osdrme smo mtf.h tAloe 2e0x1a8@mp | e, i f t herfie0 owmel Sneon tc h

i ncrid®4 &,er c ernetafstdg,c

February | March April May June July August | September

Sales

Numberof

employees

Averagehours

workedperperson

How do you think the sales of your companyf i20 29D 2(11

year ) ? I f you think t hefirOedo pva 1l 8 e htefi iInfatnydehaasbeg,per pkeet s
ftl 6 .
() %

Questions about firm operations under the Declaratic

Bet ween'!Apdi Ma"'§626, Japan had declared a State of
answer the following questions by comparing the sit
which was before thle9.outbreak of the COVID

What was pwp@yrrecsopnonse to the work style of the emp

Emergency? Please select all that apply.

My company made employees come to work as before.
My company |l et employees work remolt%,l y( )Copmraaerdt tof
came to the workplace.

My company made employees take a temporary | eave. I
temporary | eave.
My company dismissed empl oyees. () percent of the e
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Qestions about the current work from home policy

The foll owing questions ask about the present wor Kk ¢
that apply. Pl ease answer the questiomgyby 0Q2®mp avrhiirc
before the out-h®Peak of the COVID

My company makes employees continue coming to work &
My company | ets employees work remotely. Compared t
wor kpl ace.

My company nmeaekse st aeknep laoyt empor ary | eave. () percent
|l eave.
My company has dismissed employees. ( ) percent of t
Application and reception of assistance from the cer
The central and | ocal governments have been conduct.i
of CeGVI.D Pl ease select all of the programs that your
Application Month of Month of Amountof money
(Yes/No) application(if | decision(if (Tenthousandyen)
applied) applied) (If rejectedplease

answerfi 0 0 . )

Employmentadjustmensubsidy

Subsidyprogramfor SustainingBusinesses

RentSupportFunds

Tax deferral/extensionf paymentdeadline

Reductionor exemptionof propertytax etc.
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a

Application and reception of assistance from financi
The following questions ask about aid from financi
applied for.
Applicaton | Month of Month of Amountof money(ten
(Yes/No) application(If | decision thousandyen)
applied) (If applied) (If rejectedplease

answerfi 0 0 . )

Zero-interestcollateralfreeloanfrom the
JaparFinanceCorporation(SpecialLoan
for COVID-19)

Othe loansfrom JaparFinance

Corporation

Zero-interestcollateralfreeloanfrom the
ShokoChukinBank DisasterRecovery

Loan

Otherloansfrom the ShokoChukinBank

Zerointerestcollateral-freeloanfrom
privatefinancialinstitutions(with credit

guarantee)

Otherloansfrom privatefinancial

institutions
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Appendix B: Characteristicsof Survey RespondentsRelative to theFi r nRomulation in the
TSR Database

Appendix Table B1: Descriptive Statistics

Population In sample
Credit Score (Bad 0.0Good 1.0) 0.478 0.548
(0.0758) (0.0668)
Profit / Worker and Month (1,000 JPY) 50.23 103.7
(201.6) (215.5)
Number of Employees 25.26 173.1
(420.3) (2769.9)
SMEs 0.983 0.910
(0.127) (0.286)
Industry
Agriculture, Forestry andrishery 1.14 0.33
Mining 0.11 0.11
Construction 18.36 11.49
Manufacturing 10.82 29.61
Public Utility 0.34 0.27
Information 4.37 6.41
Transportation 2.24 4.70
Wholesale anetall 21.23 26.20
Finance 1.80 0.98
RealEstate and_ease 8.52 3.41
Professionabervices 7.83 5.85
Hotel andRestaurant 5.53 1.14
Life Services 2.93 1.54
Education 0.78 0.56
Health andVelfare 5.34 1.07
PostalService andCooperatives 8.33 6.34
OtherServices 0.22 0.00
Public Sector 0.13 0.00
Total 100.00 100.00

N



Appendix Figure B1: Distribution of Credit Score
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AppendbDt &£i:1l ed Regression Results of Program/lL

Talbe Cl: AppBluisc @essintnyuoGr ant

(1) (2) (3) 4) (5) (6)
Credit Score -1.822™ -0.589™ -0.365" -0.454™ -0.346™ -0.306™
(0.095)  (0.110)  (0.101)  (0.105)  (0.108)  (0.112)

Ln (Sales 19) -0.018"  -0.009 -0.007 -0.012 -0.013
(0.006)  (0.006)  (0.006)  (0.007)  (0.008)

Ln (Emp 2019) -0.033" -0.031" -0.031" -0.032" -0.032"
(0.007) (0.007) (0.007) (0.008) (0.009)

Prospect -0.008 -0.049 -0.045 -0.040 -0.034
(0.030)  (0.027)  (0.027)  (0.028)  (0.029)

Min (YoY S G) -0.563™

(0.022)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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Tabl e C2:

tA@PT Rewtt a o h

(1) (2) (3) 4) (5) (6)
Credit Score -0.718" -0.397" -0.324" -0.270" -0.174 -0.171
(0.069) (0.085) (0.084) (0.087) (0.090) (0.093)
Ln (Sales 19) 0.004 0.008 0.004 -0.002 -0.003
(0.005) (0.005) (0.005) (0.008 (0.006)
Ln (Emp 2019) -0.009 -0.009 -0.007 -0.004 -0.005
(0.006) (0.005) (0.005) (0.007) (0.007)
Prospect -0.029 -0.042 -0.047" -0.044 -0.041
(0.023) (0.023) (0.023) (0.023) (0.024)
Min (YoY S G) -0.282™
(0.017)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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Tabl e C3: Appbr altaexi ovo rtac oC o rupm
(2) (2) (3) (4) (5) (6)
Credit Score -0.443" -0.462" -0.440™ -0.452" -0.434" -0.409™
(0.043) (0.055) (0.055) (0.058) (0.059) (0.061)
Ln (Sales 19) -0.005 -0.003 -0.003 -0.004 -0.007
(0.003) (0.003) (0.003) (0.004) (0.004)
Ln (Emp 2019) 0.015™ 0.015" 0.015™ 0.016™ 0.017"
(0.004) (0.004) (0.004) (0.004) (0.005)
Prospect -0.043" -0.046™ -0.046™ -0.044™ -0.046™
(0.015) (0.015) (0.015) (0.015) (0.016)
Min (YoY S G) -0.083™
(0.011)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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Reductic

Table C4: Application t Property Tax
1) (2) 3) (4) (5) (6)
Credit Score -0.078" -0.105" -0.091™ -0.111" -0.093" -0.086"
(0.027) (0.035) (0.035) (0.036) (0.037) (0.039)
Ln (Sales 19) 0.001 0.002 0.003 0.004 0.003
(0.002) (0.002) (0.002) (0.002) (0.003)
Ln (Emp 2019) 0.004 0.004 0.003 0.001 0.000
(0.002) (0.002) (0.002) (0.003) (0.003)
Prospect 0.006 0.006 0.007 0.012 0.013
(0.009) (0.010) (0.010) (0.010) (0.010)
Min (YoY S G) -0.047"
(0.007)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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Tablbe RKpplication

t

o Concessional

Loan of

(1) (2) (3) 4) (5) (6)
Credit Score -1.187" -0.892" -0.843" -0.934™ -0.803" -0.805™
(0.082) (0.105) (0.104) (0.109) (0.113) (0.116)
Ln (Sales 19) -0.006 -0.006 -0.002 -0.007 -0.006
(0.006) (0.006) (0.006) (0.008) (0.008)
Ln (Emp 2019) -0.002 -0.001 -0.001 -0.005 -0.005
(0.007) (0.007) (0.007) (0.008) (0.009)
Prospect 0.027 0.026 0.028 0.032 0.047
(0.028) (0.028) (0.029) (0.029) (0.029)
Min (YoY S G) -0.189"
(0.020)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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Tabl e C6:

Application t

o Standard

Loan of

(1) (2) (3) 4) (5) (6)
Credit Score -0.247" -0.275" -0.273" -0.294" -0.254" -0.255™
(0.044) (0.057) (0.057) (0.059) (0.062) (0.064)
Ln (Sales 19) -0.001 -0.000 -0.000 -0.003 -0.002
(0.003) (0.003) (0.003) (0.004) (0.004)
Ln (Emp 2019) 0.005 0.005 0.006 0.007 0.006
(0.004) (0.004) (0.004) (0.005) (0.005)
Prospect -0.025 -0.026 -0.023 -0.025 -0.033"
(0.015) (0.016) (0.016) (0.016) (0.016)
Min (YoY S G) -0.018
(0.011)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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Table C7: ApplicatiolhiokoCEC«hauks i onal Loan
1) (2) 3) (4) (5) (6)
Credit Score -0.155™ -0.443™ -0.414™ -0.466" -0.419™ -0.417"
(0.053) (0.067) (0.067) (0.070) (0.073) (0.075)
Ln (Sales 19) 0.019” 0.019™ 0.020™ 0.011" 0.012°
(0.004) (0.004) (0.004) (0.005) (0.005)
Ln (Emp 2019) 0.005 0.005 0.005 0.011 0.010
(0.004) (0.004) (0.004) (0.005) (0.006)
Prospect -0.012 -0.011 -0.010 -0.011 -0.007
(0.018) (0.018) (0.018) (0.019) (0.019)
Min (YoY S G) -0.071"
(0.013)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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Table C8: Applicati®moko CGhuwknidrmr d Loan of

(1) (2) (3) 4) (5) (6)
Credit Score -0.037 -0.160™ -0.159" -0.171" -0.144™ -0.166™
(0.030)  (0.039)  (0.039)  (0.041)  (0.042)  (0.043)

Ln (Sales 19) 0.005" 0.005" 0.005" 0.001 0.003
(0.002)  (0.002)  (0.002)  (0.003)  (0.003)

Ln (Emp 2019) 0.005 0.005 0.004 0.008" 0.005
(0.003) (0.003) (0.003) (0.003) (0.003)

Prospect 0.005 0.005 0.005 0.006 0.008
(0.011)  (0.011)  (0.011)  (0.011)  (0.011)

Min (YoY S G) -0.014

(0.008)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes

60



Tabl9%e @pplication to Concessional Loan of
1) (2) 3) (4) (5) (6)
Credit Score -1.429™ -1.020™ -0.944" -1.086™ -0.961™ -0.913"
(0.098) (0.125) (0.123) (0.128) (0.132) (0.137)
Ln (Sales 19) -0.006 -0.009 -0.000 -0.011 -0.017
(0.007) (0.007) (0.007) (0.009) (0.009)
Ln (Emp 2019) -0.010 -0.007 -0.010 -0.004 0.002
(0.008) (0.008) (0.008) (0.010) (0.010)
Prospect -0.067" -0.061 -0.053 -0.039 -0.052
(0.034) (0.034) (0.033) (0.034) (0.035)
Min (YoY S G) -0.179™
(0.024)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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Tabl e C10:

Appl ilcoaan oonf

tPor iStaatned aB adn k s

(1) (2) (3) 4) (5) (6)
Credit Score -0.082 -0.343" -0.320" -0.332" -0.322" -0.263"
(0.063) (0.082) (0.082) (0.085) (0.088) (0.091)
Ln (Sales 19) 0.015" 0.016™ 0.016™ 0.013" 0.011
(0.005) (0.005) (0.005) (0.006) (0.006)
Ln (Emp 2019) 0.005 0.005 0.005 0.010 0.009
(0.005) (0.005) (0.005) (0.007) (0.007)
Prospect 0.001 0.004 0.002 -0.006 -0.011
(0.022) (0.022) (0.022) (0.023) (0.023)
Min (YoY S G) -0.048™
(0.016)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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Appendi x D: Detailed Regression Results of Pr.
Table Récei pt of Employment Adjustment Subsi d)
1) (2) 3) (4) (5) (6)
Credit Score -0.207" -0.357" -0.273" -0.329™ -0.174 -0.157
(0.095) (0.120) (0.118) (0.122) (0.125) (0.128)
Ln (Sales 19) -0.017" -0.018™ -0.018™ -0.019 -0.027"
(0.007) (0.007) (0.007) (0.008) (0.009)
Ln (Emp 2019) 0.057" 0.059™ 0.058™ 0.047" 0.049™
(0.008) (0.008) (0.008) (0.009) (0.010)
Prospect -0.118™ -0.114" -0.114" -0.093™ -0.071"
(0.032) (0.032) (0.032) (0.032 (0.033)
Min (YoY S G) -0.231"
(0.023)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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Tabl2e RecBupti €eBEiitBuant

(1) (2) (3) 4) (5) (6)
Credit Score -1.602" -0.468" -0.267" -0.332" -0.247" -0.191
(0.091) (0.108) (0.100) (0.104) (0.108) (0.112)
Ln (Sales 19) -0.023" -0.015" -0.013" -0.016" -0.016"
(0.006) (0.006) (0.006) (0.007) (0.008)
Ln (Emp 2019) -0.024" -0.021™ -0.021™ -0.025™ -0.026™
(0.007) (0.007) (0.007) (0.008) (0.008)
Prospect -0.024 -0.063" -0.058" -0.057" -0.049
(0.029) (0.027) (0.027) (0.028) (0.028)
Min (YoY S G) -0.488"
(0.021)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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TabD3*Recei@ftf RoefrStr a n't

(1) (2) (3) 4) (5) (6)
Credit Score -0.500™ -0.237" -0.191™ -0.122 -0.071 -0.073
(0.056) (0.071) (0.070) (0.073) (0.076) (0.078)
Ln (Sales 19) 0.000 0.003 -0.001 -0.002 -0.002
(0.004) (0.004) (0.004) (0.005) (0.005)
Ln (Emp 2019) -0.007 -0.007 -0.006 -0.005 -0.005
(0.005) (0.005) (0.005) (0.006) (0.006)
Prospect -0.013 -0.021 -0.024 -0.026 -0.027
(0.019) (0.019) (0.019) (0.019) (0.020)
Min (YoY S G) -0.185"
(0.014)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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TabD4&Recei(ancoefssi onal Loan of Japan Financi al

(1) (2) (3) (4) (5) (6)
CreditScore  -1.019"  -0.663"  -0.629"  -0.701"  -0.583"  -0.585"
(0.078)  (0.100)  (0.100)  (0.104)  (0.108)  (0.111)

Ln (Sales 19) -0.010 -0.010 -0.008 -0.009 -0.007
(0.006)  (0.006)  (0.006)  (0.007)  (0.007)

Ln (Emp 2019) -0.004 -0.003 -0.003 -0.010 -0.012
(0.007)  (0.007)  (0.007)  (0.008)  (0.008)

Prospect 0.051 0.052 0.055 0.061" 0.078™
0.027)  (0.027)  (0.027)  (0.028)  (0.028)

Min (YoY S G) -0.161"

(0.020)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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TabD®ReceiPpttanmndard Loan of Japan Financial Cor |

(1) (2) (3) 4) (5) (6)
Credit Score -0.176™ -0.170™ -0.174™ -0.196™ -0.171" -0.167"

(0.039)  (0.051)  (0.051)  (0.053)  (0.055)  (0.057)

Ln (Sales 19) -0.002 -0.002 -0.003 -0.002 -0.003
(0.003)  (0.003)  (0.003)  (0.004)  (0.004)

Ln (Emp 2019) 0.004 0.004 0.005 0.004 0.004
(0.003)  (0.003)  (0.003)  (0.004)  (0.004)

Prospect -0.019 -0.019 -0.018 -0.017 -0.022
(0.014) (0.014) (0.014) (0.014) (0.014)

Min (YoY S G) -0.012

(0.010)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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TabD@EReceiGaoncoefssi onal Loan of Shoko Chuki
(1) (2) (3) 4) (5) (6)
Credit Score -0.121" -0.336" -0.321™ -0.353" -0.339" -0.330"
(0.047) (0.060) (0.061) (0.063) (0.066) (0.068)
Ln (Sales 19) 0.014™ 0.013" 0.014™ 0.008 0.009"
(0.004) (0.004) (0.004) (0.004) (0.005)
Ln (Emp 2019) 0.004 0.004 0.004 0.009 0.008
(0.004) (0.004) (0.004) (0.005) (0.005)
Prospect 0.007 0.007 0.007 0.008 0.012
(0.016) (0.016) (0.017) (0.017) (0.017)
Min (YoY S G) -0.056"
(0.012)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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TabD®Z2ReceiPpttanndard Loan of Shoko Chukin
1) (2) 3) (4) (5) (6)
Credit Score -0.001 -0.099™ -0.098™ -0.099™ -0.081" -0.084"
(0.024) (0.031) (0.031) (0.033) (0.034) (0.035)
Ln (Sales 19) 0.003 0.003 0.003 -0.000 0.001
(0.002) (0.002) (0.002) (0.002) (0.002)
Ln (Emp 2019) 0.004" 0.004" 0.004 0.007™ 0.006"
(0.002) (0.002) (0.002) (0.003) (0.003)
Prospect 0.004 0.003 0.002 0.003 0.004
(0.008) (0.009) (0.009) (0.009) (0.009)
Min (YoY S G) -0.005
(0.006)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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TabD&ReceiGaoncoefssi onal Loan of Private Banks

(1) (2) (3) 4) (5) (6)
Credit Score -1.254™ -0.832" -0.765" -0.884™ -0.758™ -0.685™
(0.095)  (0.121)  (0.120)  (0.124)  (0.129)  (0.134)

Ln (Sales 19) -0.007 -0.010 -0.003 -0.012 -0.018"
(0.007)  (0.007)  (0.007)  (0.009)  (0.009)

Ln (Emp 2019) -0.013 -0.009 -0.011 -0.010 -0.004
(0.008)  (0.008)  (0.008)  (0.010)  (0.010)

Prospect -0.042 -0.037 -0.029 -0.017 -0.025
(0.033) (0.033) (0.033) (0.033) (0.034)

Min (YoY S G) -0.148"

(0.024)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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TabD®ReceiPpttanndard Loan of Private Banks
1) (2) 3) (4) (5) (6)
Credit Score -0.085 -0.264" -0.245" -0.252™ -0.231™ -0.159
(0.058) (0.075) (0.075) (0.078) (0.082) (0.084)
Ln (Sales 19) 0.009 0.009 0.010 0.008 0.003
(0.004) (0.004) (0.004) (0.005) (0.006)
Ln (Emp 2019) 0.005 0.005 0.006 0.008 0.010
(0.005) (0.005) (0.005) (0.006) (0.006)
Prospect -0.001 0.002 0.001 -0.004 -0.003
(0.020) (0.020) (0.021) (0.021) (0.021)
Min (YoY S G) -0.024
(0.015)
N 4201 4201 4201 4201 4199 4151
Bin Min Sales No No Yes Yes Yes Yes
Prefecture No No No Yes Yes Yes
2-Digit Ind No No No No Yes No
3-Digit Ind No No No No No Yes
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AppenedCompari BenEsti mates frdomltihe IMoReadr aheob
Mar gi nal Effects of the Probit Model

We e mp | diynegiacotbhadmo t e kt y\wfeorbi nary out comest né€ssaod
results, we estinochavéd shegleeofli awidngf Megcet s mode
(20:21)

0id pI B o @ T w @) r h

whewes the binary & dpendheentv evcatroira bofé,i n ddeegte nd.
vector of means of independedti sathabhestby ©
i ndependent variigahk!| eisnduy t tof e ciast etgloe yy e atnar o]
independent vari gplhledse chtyrtehse) .r elgni arhs s As@pseecdi f i

t o i deing itftye variation conditional on the mean
virtually the within transformatTe®nestsi faaptpe si
olmtt ned in this way are known to be consistent

The foll owing tabl esoft abhuel actoee ftfhec i @INS esnt it mhaet
(projectaond)t  medaVver agoef mahregicnrad dietf rhdedt@rse ac alo«
ef f ercotbsi tp esOL®ategr@bei ons use t wpr ofleasteir maotbi so
b e c aounsuelctoil | i neari ty.

TabBle Appl itch@&dvennment Grants and Tax Treat me

1) (2) 3) (4) 5) (6) (7) 8 €) (10)
Employment Business Continuity Office Rent Grant Corporate Tax Property Tax
Adjustment Subsidy Grant Moratorium Reduction
oLs Probit oLs Probit oLS Probit OoLS Probit oLSs Probit
CS -0.289° -0.265" -0.346" -0.309" -0.174 -0.186" -0.434" -0.444"" -0.093° -0.090"
(0.130) (0.131) (0.108) (0.112) (0.090) (0.090) (0.059) (0.066) (0.037) (0.038)

N 4199 4201 4199 4201 4199 4201 4199 4201 4199 4201

TabBE2 Appl i thGoinocne stsoi on al Loan Progr ams
1) 2 3) 4) ®) (6)
Jam@an Financial ShokoChukin Private Banks
Corportation
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OoLS Probit oLS Probit oLS Probit
CS -0.803" -0.851" -0.419" -0.399™ -0.961™" -1.008"
(0.113) (0.115) (0.073) (0.073) (0.132) (0.134)

N 4199 4201 4199 4201 4199 4201

The cempariof the OLSr ebitt mases maneas theveal t
estimates are 10 percent at maxi mum. Assuming
di fference is sfTaussnticasliytosiagnrrabdibeamtat i ve
explicitly takebineao pcopentytoae. Welbbe xlpil mamy t
footnote 15 without showing this table.
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