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Abstract

Research and development activities in science and technology innovation are not only a source of corporate
growth and profitability but are also expected to contribute to society, as well described in the concepts of the
SDGs. R&D investment by private companies accounts for about 70% of the total investment in Japan.
Consequently, it is significant to consider the impact of public R&D funds on private companies as a policy tool for
enhancing R&D activities. Previous studies have shown that the provision of public R&D funds has both a
“crowding-in” and “crowding-out” effect on private firms’ R&D spending, and yet no conclusion to the debate has
been obtained. The study plans to use empirical microeconomic methods that consider the challenge such as the
selection bias in the choice of companies to receive public funds.

This research note summarizes previous studies and various analytical models to conduct an empirical analysis
of the impact of public subsidies on the R&D activities of private firms, planning the use of two individual panel
data sets: the Report on the Survey of Research and Development of the Ministry of Internal Affairs and
Communications (MIC) and the Results of the Basic Survey of Japanese Business Structure and Activities of the
Ministry of Economy, Trade, and Industry (METI).
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