Current development of startup ecosystem in Japan: problems and perspectives
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In this paper, the current startup ecosystem in Japan was reviewed. According to Steve Blank, an entrepreneur who was at the origin of the startup movement, “a startup is an organization formed to search for a repeatable and scalable business model”. He explains that startups find innovative business models that convert existing industries for large enterprises that permanently operate already established business models and discover product/market fit through repeated failure. [5]. In the early period startup companies have small or no revenue. They only have an idea that they must develop, test and market. 
Recently Japan venture capital industry has started to grow rapidly. It is said that Japan is going to have the 4th venture boom in coming years. There are more than 10,000 startup companies are registered in Japan and the number is rising [7]. According to the Japan Finance Report published, we can see that money invested in startups in 2018 has increased approximately six times compared to 2012 [3]. To enhance the number of successful startups or unicorns (a venture capital industry to describe a privately held startup company with a value of over $1 billion), a so-called developed startup ecosystem has become a crucial factor for analyzing the potential for their creation in one or another country. 
Even though the development of the ecosystem of Tokyo ranks 15th which is much smaller than in the USA, the Government and local authorities implement various initiatives to increase the number of startups in Japan [4]. The Ministry of Economic, Trade and Industry and JETRO have passed laws and initiatives to develop a startup ecosystem in Japan. To keep up with changes which are occurring at present, the Japanese government introduced the policy of “Society 5.0”, a human-centered smart society that balances economic development with the resolution of social problems by incorporating the innovation of the fourth industrial revolution. The Japanese government also understands the importance of Open Innovations and startup ecosystem development and has laid out 7-step strategy which title says: “Beyond Limits, Unlock Our potential” [9]. The plan includes: 1) Formation of a startup ecosystem center cities comparable to the world standards 2) Strengthening university ecosystem 3) Provide an acceleration programs which are competitive to the world ones 4) Promotion of financing for technological startups 5) Public procurement for startups 6) Enhancement of network and community 7) Increasing the mobility of human resources.
The Japanese government has already chosen Global Startup Cities: Tokyo Metropolitan Consortium, Central Japan Startup Ecosystem, Central Japan Startup Ecosystem Consortium, Osaka-Kyoto-Hyogo-Kobe Consortium, and Fukuoka Startup Consortium. Besides, locating close to South Korea and China, Fukuoka can become the next startup center of East Asia [10], but Tokyo still accumulates most of the investments and startups. Tokyo is the economic and political center of Japan as same as the world center of business and innovation. Many leading Japanese companies have their headquarters located in Tokyo. There are nearly 1,200 software startups in the Tokyo startup ecosystem. Compare to other regions, 77.4% of invested money went to businesses in Tokyo. According to the 2019 Global Startup Ecosystem Report: Tokyo startup ecosystem is valued at $14 billion. The average early-stage funding per startup totals $336,000 per startup; Tokyo ranks in the top 10 for Global Ecosystem Knowledge and ranks in the top 20 for Advanced Manufacturing and Robotics [6]. 

In the begging of 2020 Tokyo established a Startup Ecosystem Consortium to support and incubate innovative local startups through collaboration between government, research institutions, and the private sector [8]. Universities also play an important role in creating innovative startups, where almost half of all startups were started under universities [8]. 
Japan is still losing ground comparing to other Asian countries like China and Singapore. Nevertheless, conducted research has showed that due to government actions in ecosystem development more and more opportunities for successful Japanese and foreign startups can be seen. Focusing on fostering university-based startups probably Japanese government will attempt to appropriate money into the development of University infrastructure as it has already shown excellent results. Japanese company giants make the greatest contribution to the startup development and at the same time do the most investments in startups reorganizing its policy from R&D to Open Innovations. We can suppose that more and more companies in Japan will change their approach to innovation development with the help of the government. Next step should be done by citizens of Japan to make a shift and cultivate new approaches in business contributing to the “Society 5.0”.
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