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The Trends of Industrial TFP and Earning Rates in Japan
Masaru ICHIHASHI

TFP (Total Factor Productivity) is used as one of the indexes of produc-
tive efficiency. This paper analyzes the impact of trends in TFP on earning
rates of four main industries: electrical machinery, chemistry, general ma-
chinery and steel; and a total of 539 listed companies were covered.

The profit rates were calculated approximately as earning rates de-
rived from financial statements. On calculation the company’s profitability
formula was introduced to acquire more accurate result,

As a result, it was found that TFP and profit rates fluctuate with close
relations. Especially in the Japanese economy, TFP tended to rise until 1980
in all the four industries, and in the 1980s eith_ter stagnated or declined slight-
ly. Profitability, too, showed an upward trend until 1980, then a stagnation or
slight downward trend later on,

At the time when the yen was rising in 1985, both TFP and profit rate
plunged radically, but both were seen to later recover. As a result, the so-
called “high-yen depression” was overcome by a buoyant TFP. In other words,
it can be pointed out that the good performance of the Japanese economy is
brought about by boosting a kind of productive efficiency, as shown in the rise
of TFP,
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