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In this research, I had investigated how deregulation of entry affects
aggregate productivity growth, by using Schumpeterian growth model with endogenous firm size
distribution. Previous research conclude that deregulation of entry increases aggregate productivity

growth by promoting reallocation of resources. | study this relationship by using a framework with
both of two reallocation channel. My main result is that entry deregulation affects two reallocation
channels in the opposite direction. As a result, marginal decrease of entry costs increases
aggregate productivity growth in Japan while decreases in Denmark.
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Figure 1: Results of Counterfactual LM-decomposition.
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Figure 8: Simulation results of long-run Phillips curve (Upper panel) and (2) inflation and employment
share of informal sector (Lower panel)
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