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Interdependence among expected rate of profit, productivity and uncertainty -
comparison of Germany and Japan
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The Japanese economy is suffering from long-term stagnation. By comparing
Japanese firms" productivity and investment behaviour with those of Germany and South Korea, which
are advanced exporting countries like Japan, on the basis of micro data, this study aims to
characterise the productivity and investment behaviour of Japanese firms and to find the causes of
their long-term stagnation. It is found that the Japanese economy has been trapped in a vicious
circle where (1) low expected rate of return, represented by Tobin®s marginal Q, does not affect
investment, and (2) low investment activity leads to stagnation of productivity through the ageing
of equipment age, which in turn leads to (3) stagnation of expected rate of return.
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