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Abstract 

This paper presents some stylized facts about the transformation of the Japanese corporate system 

since the 1990s and discusses the resulting emergence of new hybrid organizational forms. To begin, 

we outline two major findings. One is that changes have not proceeded uniformly but unevenly 

across different groups of firms; consequently, the Japanese corporate system now shows a far 

greater heterogeneity than it ever has. The other finding is of the emergence of a hybrid firm called 

the "new J-type firm," which combines shareholder-oriented management styles and long-term 

employment practices. We then discuss whether this new J-type firm can be sustained over the long 

term from both theoretical and conceptual perspectives. 
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1 Introduction 

More than two decades have gone by since the bursting of Japan's bubble economy. Though the 

"lost decade" was a term popularly used to describe the Japanese economy of the 1990s following 

that event, this decade imperceptibly turned into the "lost decade and a half' and eventually passed 

the torch to the "two lost decades." During this period, the core features of the Japanese corporate 

system, such as the main bank system, the stakeholder-oriented model of corporate governance, the 

lifetime employment system, and the trust-based supplier network, faced strong pressures to change 

and did, in fact, change significantly. As a number of studies have pointed out, the institutions 

constituting the Japanese corporate system tended to enforce homogeneity in their practices and in 

high-level performance. By the late 1990s, however, diverse organizing patterns became evident. A 

diversity of firm organizations has now become internalized, taking preeminence away from 

cross-national forms of diversity, as emphasized by the "variety of capitalism" literature (Aoki et al. 

2007; Aoki 2010). 

*Faculty of Economics, Kyushu University, 6-19-1 Hakozaki Higashi-ku, Fukuoka, 812-8581, Japan. 
E-mail address: This paper was presented at the 25th annual EAEPE (European 
Association for Evolutionary Political Economy) conference, held at Universite Paris Nord, Campus Bobigny, 
7-9 November 2013. The author is grateful to Hugh Whittaker, Uemura Hiroyasu and other participants for 
helpful comments. 
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The purpose of this paper is to provide an overview of the transformation that has occurred in 

Japan's corporate system over more than two decades, using the terms "diversity," "heterogeneity," 

and "hybridization" as keywords, and then clarify the important implications and issues concerning 

the future of this transformation. We investigate whether the hybrid organizational form called the 

"new J-type firm" that emerged as a consequence of the transformations in the Japanese corporate 

system can be sustained over the long term. 

The remainder of this paper is organized as follows. We begin by sketching out the stylized 

features of the Japanese corporate system in Section 2. In Section 3, we provide empirical findings 

demonstrating that the core elements of the Japanese corporate system changed significantly after 

the 1997 banking crisis and then examine the specific changes in the domains of finance and 

employment. We emphasize that these changes have not proceeded uniformly but have occurred 

unevenly among firms and industries and even within industries. In Section 4, we discuss the new 

hybrid organizational form, the new J-type firm, produced by the transformations under discussion. 

We raise two questions concerning the sustainability of this firm type and about the future of 

Japanese employment systems. Section 5 investigates the potential of the new J-type firms from the 

theoretical and conceptual perspectives. Finally, we summarize our findings and their implications 

and suggest further research agendas. 

2 Stylized Features of the Japanese Corporate System 

As many scholars have pointed out, Japanese firms maintained long-term and continuous 

relationships on the basis of labor, product, and monetary transactions. Before the bubble economy, 

Japanese firms had long-term and growth-oriented management targets and featured structural traits 

such as continuity in employment, trading, and ownership relations. This continuity enabled 

behavioral traits that allowed Japanese firms to accumulate management resources over long periods 

and, in tum, grow using these accumulated resources. The above three traits were mutually 

reinforced in the Japanese corporate system within which firms entered into their relationships. 

These corporate characteristics are thus strongly linked to the more expansive Japanese model of 

capitalism, characterized by a high degree of firm-specific investment supported by complementary 

institutions. 

Therefore, the post-war Japanese firm has long been noted for its unique organizational features 

or attributes, which are vastly different from those of Anglo-American firms. The stylized features 

of the Japanese corporate system can be summarized as seen in Table 1. 
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Table 1 Stylized Features of the .Japanse Corporate System 

ln11titutlonaJ Features 

Corporate Cirou:ping 

Stable Shareholding 

Correspondence of Operating 
Offic.eni to Directon h11 the !Board 

As Table 1 implies, corporate grouping, cross-shareholding, and stable shareholding provided an 

institutional foundation for growth-oriented firm behavior. Cross-shareholding and stable 

shareholding precluded the hostile takeovers that would have threatened management stability, 

which mitigated short-term stock market pressures on corporate management. Cross-shareholding 

among firms lowered transaction costs such as marketing costs to economize ex post facto and 

contributed to the stable, long-term, and continuous relationships between firms. Meanwhile, the 

formation of corporate grouping based on cross-shareholding performed an ex-post risk sharing 

function. In this sense, corporate grouping was an "insurance mechanism" peculiar to the post-war 

Japanese economy, making it possible for the group-affiliated firms to remain insulated from the 

imperatives of market forces. 

Moreover, the main bank system provided the institutional foundation for corporate growth. Fund 

lenders and borrowers possess asymmetric information, as lenders have a great deal of information 

concerning the future revenues of investment projects. The main bank played an important role in 

mitigating this asymmetry and promoting corporate capital investment. According to Aoki's concept 

of "contingent governance" in a critical corporate-value state, the main bank had to decide whether 

to bail out and restructure counterparty firms at its own cost or liquidate them. This method of 

dealing with underperforming firms, which contrasted strongly to the U.S. method, prevented the 

over-liquidation of corporate businesses. 

In Japanese firms, employees were important stakeholders in corporate governance, reflected in 

larger firms' long-term orientation and implicit norm oflifetime employment. Large firms have been 

trying to hoard as much excess labor within their own organizations as possible, even during the 

recent severe recession. This labor hoarding could be regarded as a mechanism for the 

internalization of the social costs induced by mass unemployment, which would otherwise need to 

be borne by society as a whole. 
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The institutional features illustrated above in Table 1 were gradually consolidated from the late 

1950s to the early 1980s. 

3 Transformation of the Japanese Corporate System 

In the 1980s, the Japanese model of capitalism was deeply admired for its economic success, and 

the features of Japanese firms with a strong growth orientation and high economic efficiencies 

attracted a great deal of attention both inside and outside Japan. However, in retrospect, it could be 

said that the conversion of the functions of the Japanese corporate system began as soon as they had 

gained a strong reputation.1 Thereafter, the long recession after the bubble burst caused a substantial 

change in the growth-oriented strategies of Japanese firms. In this section, we present some stylized 

facts about the transformation of the Japanese corporate system and discuss the new hybrid firm 

organizations that emerged as a consequence of various institutional reforms. 

3.1 Simultaneous Changes in Labor, Product, and Monetary Transactions 

An urgent issue that demanded Japanese firms' immediate attention in the 1990s was the restoration 

of corporate profitability. As Figure 3 below shows, the net profit ratio reached its peak around 1990 

and then repeatedly and rapidly decreased; corporate profitability plunged, eventually falling into 

the "crisis of profitability" of 2001, causing the bankruptcies of many banks and large firms. 

In this period, the "selection and concentration" of business areas-the reorganization of firms' 

vertical and horizontal boundaries-became an urgent issue. Selection and concentration in a 

vertical direction shortens the vertical boundaries of firms. This can result from a decrease in 

in-house production benefits, possibly caused not only by a decrease in coordination cost through 

the development of information communication technology but also by an increase in the 

availability of outside specialized companies. 2 Meanwhile, selection and concentration in a 

horizontal direction leads firms to focus on their main businesses areas while withdrawing from 

more remote businesses or disposing of them. We can easily imagine that a comprehensive 

implementation of selection and concentration will lessen the validity of keiretsu, which is 

characterized by long-term and continuous product transactions. In fact, this situation has occurred 

in the past. A typical example is the selection of parts suppliers by Nissan, which had reduced its 

number of suppliers from 1145 companies in 2000 to 595 companies in 2002. Studying the patterns 

of the transactions made by small- and medium-sized manufacturing firms since the late 1990s, we 

can see that client volume grew more rapidly than sales. This fact suggests that the number of 

business with few large-volume clients has declined and that their transactions have become more 

dispersed. In short, focus has shifted to business relations, which requires business to be conducted 

with a wider clientele. This situation is reflected in the "increasing fluidity of the subcontracting 

1 On this point, Isogai (2012) took up the problems of the over-accumulation and changes in corporate finance 
that have occurred in the period between the bubble of the late 1980s and the post-bubble era of the early 
1990s. 
2 What lies behind this is, of course, the dramatic development of the global supply chain in the East Asia 
region. 
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transaction structure."3 Simultaneously, assembly and processing operations began to be moved 

overseas, especially to East Asia. This movement, led by large firms, triggered a chain reaction, as 

the small- and medium-sized firms involved in related processes followed in their wake, creating 

gaps in the division of labor in the manufacturing operations within Japan. This process occurred 

because an increasing number of small- and medium-sized firms have been aiming to optimize their 

production systems, both in Japan and abroad, in the pursuit of survival and growth, as well as the 

limited benefits accruing from reduced labor costs, since the late 1990s. 

Furthermore, the long-term and continuous relationship between firms and financial backers such 

as the main bank system and cross-shareholding has also significantly changed. In fact, the decay of 

the main bank system became obvious after the bursting bubble caused a "hiatus" in the governance 

of the Japanese corporate system as a whole. The structure of shareholding in Japan also underwent 

an immense change in around 1995. As Figure 1 shows, the proportion of stable shareholding, 

defined as the ratio of the sum of cross-shareholdings plus the shareholdings of financial institutions 

and financial institutions by business corporations and of listed parent companies to the total issued 

shares of the listed corporations, showed a definite decline in 1995 and continued to decline after 

1999. In particular, the stable shareholdings of banks declined dramatically from 15% in the early 

1990s to 6% in 2003. Correspondingly, the internal attributes of Japanese firms, such as lifetime 

employment practices, seniority-based pay systems, a board of directors comprising only insiders, 

and remuneration systems that are non-sensitive to corporate performances, changed significantly. 

Thus, the banking crisis of October 1997 was a turning point during which each of the long-term 

and continuous relationships concerning labor, product, and monetary transactions that had 

characterized the Japanese corporate system faced strong pressures to change and did in fact 

undergo significant changes. 

3 The 2006 White Paper on Small and Medium Enterprises in Japan shows manufacturing SMEs becoming 
less intimately dependent on a small number of customers and developing thinner, broader, and more 
multifaceted transactions with a larger number of clientele, with a "meshing" of the subcontracting transaction 
structure. However, this idea of meshing appears to be somewhat controversial. It would be more accurate to 
see, at the domestic level, a shift away from a dependence on certain enterprises, while traditional 
subcontracting relations are being maintained. An upsurge in the activity of SMEs entering local 
manufacturing networks in East Asia can be regarded as an extension of the subcontracting system at the East 
Asian level, creating divisions oflabor in manufacturing that integrate the entire East Asian region. 
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In what follows, we emphasize that such changes have not proceeded uniformly but have been 

occurring unevenly among firms and industries and even within industries, a fact that concerns the 

"heterogeneity" of firms (Boyer 2004; Lechevalier 2007, 2012). Therefore, deregulation and 

liberalization under economic globalization and the rapid development of information 

communication technology will never lead to the flat world phenomenon, as the producing impacts 

of those processes are diversified by firms and industries, and the resulting changes proceed 

unevenly. 

3.2 Increasing Heterogeneity of Firms and Unevenness of Changes 

3.2.1 Decay of the Main Bank System 

The main bank system played a leading role in corporate governance and information production in 

corporate finance. Financial deregulation reduced the dependence of Japanese firms on bank 

borrowing and produced a shift towards bond fmance, enabling the substitution of direct financing 

via banks. By the 1990s, as financial deregulation proceeded, blue-chip firms no longer required the 

relief insurance of the main bank system, and their dependence on financing through corporate 

bonds intensified. Banks and firms developed an almost arm's-length relationship, and the 

weaknesses in the main banks' corporate governance became obvious. 

However, it should be noted that the dependence of Japanese firms on the capital market did not 

proceed in a straightforward manner in the 1990s. From 1997 to 1999, the ratio of bank borrowing 

in the debt composition of Japanese firms increased again, reflecting the deterioration of corporate 

profitability and rising risk after the bubble burst. However, this increase in bank dependence does 

not mean that the positive disciplinary role performed by main banks had been rehabilitated. As 
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many have suggested, two conditions must be satisfied for a main bank's disciplinary function to 

work effectively. The first is that rents should be secured in the banking sector. The second is that 

the composition of the bank's finance should be sound and its threats to liquidate their client 

companies credible. In the 1990s, it was obvious that these two conditions could no longer be 

maintained. The financial deregulation in process since the 1980s annulled the first prerequisite, and 

the second was undermined by the worsening problem of the non-performing loans held by 

Japanese banks. Thus, during the banking crisis of 1997, a main bank could not perform the leading 

role in corporate finance and corporate governance it had in the past. 

3.2.2 Unwinding of Cross-shareholdings 

As mentioned, the structure of shareholding in Japan, which had once been extremely stable, 

showed a definite decline by 1995. As Figure 2 shows, the proportion of shareholding by banks 

decreased from 16.4 % in 1990 to 2.9 % in 2012, a decrease that accelerated after the banking crisis 

of 1997. Meanwhile, foreign investors owned 24.7 % of stocks listed on the Tokyo Stock Exchange 

in 2012, compared to 4.2 % in 1990. The traditional management style of Japanese firms, which had 

been to limit shareholder pressure on corporate management as much as possible by organizing 

stable shareholders or cross-shareholdings, has been under pressure to change since the mid-l 990s. 

figure 2 Trends in the .Distribution of Stock Ownership ( 1949-2012) 

ltd 

Stoel; 
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However, it should be noted that the unwinding of cross-shareholdings also proceeded unevenly. 

After the 1997 banking crisis began, banks developed a tendency to avoid selling off their shares in 

client enterprises with which they had close bank borrowing ties; however, they were inclined to sell 

shares in enterprises whose profitability was expected to be high. A detailed analysis of this 

phenomenon has been conducted by Miyajima et al. (2003). They found that banks sold off their 

shares in enterprises whose profitability was extremely low or relatively high and that, as bank 

borrowings declined, the enterprises sold off their corresponding bank shares. On the contrary, they 

also found that banks continued to hold shares in enterprises whose profitability was moderately 

low; the dependence on the bank borrowing of these enterprises was still high, and the enterprises' 

inclination to sell off their corresponding bank shares was low. Thus, in cases where 

cross-shareholdings existed between banks and firms, a polarized situation emerged; the unwinding 

of cross-shareholdings proceeded rapidly among some group of firms while cross-shareholdings 

were maintained among others. 

3.2.3 Incremental Changes of Employment Systems 

Several factors, such as the change from main bank-based indirect finance to capital market-based 

direct finance, the unwinding of stable shareholders and cross-shareholdings, and the sharp increase 

in foreign investors, pressured Japanese firms to shift into shareholder-oriented corporate 

governance. 

(%1 
s 

figure 3 Tnmds in the R..1rio of Net Profit aml Wage Sliare 
(:\fanufa,ctming, One Binion mul Ol•er, l 980- 2011) 
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As is clear from Figure 3, Japanese firms, particularly large firms in the manufacturing sector, 

accomplished a V-shape restoration of corporate profitability by 2001; however, at the same time, 

dividends and internal reserves increased sharply. By contrast, the wage share continued to decrease 

from 2001. Large Japanese firms have seen a steady movement towards the governance of 

shareholder value. Thus, the pressures of short-term adjustments on wages and employment will 

intensify if, in the current term, shareholders' returns are prioritized over varying corporate 

profitability in the governance for shareholder value. As for wages, the necessity of changing the 

seniority-based wage system or of making wage costs more flexible has been argued. It has also 

been deemed necessary to make employment adjustments more flexible by expanding non-regular 

employment or making the dismissal rules more flexible. Adopting these measures would fmally 

terminate Japan's long-term employment practices. 

However, such short-term employment adjustments did not spread instantly throughout Japanese 

firms, nor have long-term employment practices been abandoned (Miyamoto 2007; Jackson 2007). 

Reports have claimed that more than 80% of Japanese firms are maintaining long-term employment 

practices; representative examples include Toyota and Canon. 

The norm of lifetime employment has remained robust in large firms, although the number of 

regular workers has gradually decreased since 1998. Meanwhile, the number of non-regular workers 

has consistently increased beginning in the 1990s. A survey on firms' preference for expanding 

non-regular employment found that the most popular reason for this preference, among firms in 

every industry, was wage costs reduction; 80% of the firms in manufacturing, more than 90% in the 

wholesale, retailing, and restaurant businesses, and more than 90% of firms in the service industry 

chose this reason. Meanwhile, concerning employment adjustments of regular workers in large 

firms, large firms have probably been seeking to maintain the employment of these workers by 

transferring them to group companies. For example, in NEC, which announced a large-scale 

restructuring in 1999, the number of employees on an unconsolidated basis decreased from 35,000 

persons in 2000 to 23,000 in 2004. Meanwhile, the number of employees on a consolidated basis 

decreased from 150,000 persons in 2000 to 148,000 in 2004. Therefore, it seems that many large 

firms have maintained long-term employment to the extent possible, utilizing the so-called "quasi 

internal labor market" among group-affiliated firms in the corporate group; thus, they have 

incrementally adapted to the changing economic environment. 

Unlike this continued commitment to lifetime employment, payment systems have changed 

significantly. Most firms have adopted the pay-for-performance system, which cuts personnel costs 

through the use of non-regular workers while attempting to improve workers' performance. Many 

questionnaire surveys have revealed that the pay-for-performance system has begun to be steadily 

adopted.4 Furthermore, a major shift in the wage negotiation system has also been ongoing since the 

late 1990s. Shunto, literally "spring offensive," which had worked quite well as the mechanism for 

equalizing wage increases on a nationwide and industry-wide scale, significantly changed in the 

4 A 2006 survey conducted by the Ministry of Health, Labor, and Welfare reports that 46% of firms with varying members 
of employees, 83% of firms with 1000 employees or more, 72% of firms with 300 to 999 employees, and 57% of firms 
with 100 to 299 employees had already adopted this payment system. 
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mid-1990s. After 1997, Shunto lost its substance, and its dysfunction became obvious, as Figure 4 

clearly demonstrates. A gradual increase in the dispersion of wage settlements occurred in the 1990s, 

with a marked jump in the dispersion index after 1998. In the 2000s, therefore, Shunto was 

transformed into a quiet negotiating table on behalf of labor-management cooperation for wage 

reduction and the maintenance of employment. 

Figure 4 Dispersion in Sl11mto Wage S!!'ttlements i 1971-2000) 

3.2.4 Varieties of Corporate Governance Reforms 

Beginning in the late 1990s, when the decay of the main bank system had become obvious, Japanese 

firms started to voluntarily reform their business organizations. At the same time, corporate law 

reforms were implemented in rapid succession. The first was the lifting of the holding company ban 

through the 1997 amendment to the Antimonopoly Act. The government has since implemented 

staged amendments to the Commercial Code. The 2002 amendment introduced an American-style 

board of directors, called the "board with committees," as an alternative to the traditional 

Japanese-style board with statutory auditors. Few firms have adopted this alternative. In the 

manufacturing industry, firms in the electric machinery and electronics sectors with a larger share of 

overseas operations and many foreign shareholders have selected the board with committees; in 

other industries, firms in the finance, securities, distribution service, leasing, and software 

development sectors have also selected this type. In contrast, most other firms in the manufacturing 

industry have selected the traditional board with statutory auditors and are proceeding with a 

shareholder-oriented corporate governance reform. However, what both these boards had in 

common was the aim of separating day-to-day management from monitoring, which made the board 

of directors a real seat of decision-making and simultaneously promoted the acceleration of the 
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decision-making process by limiting the number of board members. This type of reform, called the 

"executive officer system," has been introduced by many publicly held companies. Thus, the 

malfunctioning of corporate governance did not force Japanese firms to immediately shift to an 

American style of corporate governance, nor was the situation viewed as inevitable. Rather, a 

diversity of systems coexisted within industries, as did a diversity of firms within single industries. 

Table 2 summarizes the above discussions regarding the transformation of the Japanese corporate 

system after the 1997 banking crisis. 

1\[ait11m1111tl!' <:1f lll!ng.tenn <!mplo~1lll11lf by il1ctPW<!l1UJ 
m:faptalion, 
but, 1'.W''e!opml!'11t of umM i!'gULuizaliQll of employment 

f ll11ctlollill dl!'te1iornliou of$lmnfo 
Afte1' thl' latt.rr illlif of9!Ji: Debntl.r of rmge toonli11arion 
m!?d1a11i'llll am011g il:idmn:les and lilmi 

4 Hybridization between Finance and Employment 

4.1 Emergence of the Hybrid Firm Organizations 

The driving force behind the transformation of the Japanese corporate system was the significant 

changes in the domain of finance. Corporate governance reforms began from here and reflected 

pressures toward the pursuit of shareholder values and shareholder-oriented management. Such 

reforms, however, had not radically shifted Japanese firms towards an American style of corporate 

governance through the introduction of directors and stock options from outside the firm because 

changes to the internal aspects of the corporate governance of Japanese firms had been partial and 

selective, depending on the firms' organizational factors. Similarly, the impacts of corporate 

governance reforms on employment were also diverse. 

During the "lost decade" of the 1990s, corporate governance in Japan moved to a market-oriented 
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style in the form of a pursuit of shareholder value or shareholder-oriented management. Meanwhile, 

employment systems did not radically change to a market-oriented style in the form of an increasing 

fluidity of employment. At least for core employees, the organization-oriented style based on 

long-term employment has been maintained, though its coverage has gradually narrowed. 

Meanwhile, the pay-for-performance system has been grafted onto the traditional 

organization-oriented base. Thus, leading Japanese firms are reorganizing themselves into "dual" 

hybrid organizational forms, which combine not only the market-oriented style of corporate 

governance and the organization-style of employment but also the norm oflifetime employment and 

the pay-for-performance system, as discussed by informative studies such as Aoki et al. (2007), 

Jackson (2010), Miyajima (2011), and Miyamoto (2007, 2011). We will pay special attention to 

Miyamoto (2007, 2011), which finds four patterns in the impacts of corporate governance reforms 

on employment based on two questionnaire surveys conducted by the Japan Institute for Labor 

Policy and Training (TILPT) in 2004 and 2008. Those findings are illustrated in Figure 5. 

\<l<Jt mtrowcm!g 
pay for p-0rfofmJ!,mC<> 

Ai>a11doo,in11: 
lil•bme '1!1'1\PIOY!lMmt 

0Mtinu·ed ~'OiMim!tm"1nt 
tey Hfetime -0:nq:fr~yrt'H,nt 

Nmzb1lr:' m ;ia•ntlwe:"' E• tlw proport:n•. of >:l '"'"'"'"'i Jimu. i: l JiSIJ 
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Firms in the third quadrant of Figure 5 are traditional Japanese-type firms. These J-type firms are 

bifurcating into the "new J-type firm" in the fourth quadrant and the A-type firms in the first. New 

I-type firms are mainly large-sized and blue-chip firms. Their business performances are relatively 

good. They are distinguished from existing J-type firms in their strengthening of 

shareholder-oriented management. However, this shareholder-oriented management does not 
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necessarily entail the abandonment oflong-term employment practices. Rather, the new J-type firms 

use the pay-for-performance system in order to maintain long-term employment for core employees. 

The A-type firms also strengthen shareholder-oriented management but are, by contrast, 

distinguished from the traditional J-type firms in being forced to abandon long-term employment 

practices. 5 

It could be said that the new J-type firms' processes have carried incremental changes into the 

traditional Japanese corporate system. These changes involve the processes of "institutional layering" 

(Mahoney and Thelen 2010, Thelen 2009, 2010), which works within the existing system by adding 

new rules on top of, or alongside, the old ones. In this sense, the emerging J-type firms are hybrid 

organizational forms consisting of a combination of new and old elements. 

4.2 Puzzling Questions on the New J-type Firms 

How should we interpret the emergence of the new J-type firms? We can instantly raise two 

questions about the future and potential of the new J-type firms. The first regards the sustainability 

of the new J-type firms. Given that they are blue-chip firms with good business performances and 

include most of Japan's world-class firms, their emergence must have some defining factors. Two 

different views on the question are possible (Aoki 2010). One sees this new hybrid organizational 

form as only a transitional stage toward a more complete market-oriented model-the 

Anglo-American model. Were this the case, the new J-type firms would not likely be sustainable 

over the long term. The other view argues that new relationships between management and the 

workers are emerging in the new hybrid organizational forms. Were this case, a shift from the 

system of new J-type firms to that of the Anglo-American type would be less likely. 

The second question is about the future of Japanese employment systems: under the institutional 

arrangements of the new J-type firms, will the combination of long-term employment and 

pay-for-performance be sustainable? 

5 The Potential of the New J-type Firms: More Fundamental Consideration and Discussion 

The fmancial crisis caused by the subprime mortgage fiasco in the U.S. beginning in the middle of 

2007 exposed the limit of the business model driven by maximizing shareholder value. This crisis 

has caused a worldwide depression, immediately affecting the world economy. The global financial 

crisis of 2008 has likewise had a severe impact on the Japanese economy, ending the five-year run 

of economic expansion and causing a steep decline in economic performance beginning in the 

autumn of 2008. In particular, as Figure 6 shows, the earning structure in the large firms of the 

manufacturing industry deteriorated rapidly from the end of 2008 to early 2009. In order to improve 

5 Aoki et al. (2007) and Miyajima (2011) consider the "type-I hybrid," a combination of market-oriented 
corporate governance and long-term employment and pay-for-performance policy, a hybrid organizational 
form corresponding to the new J-type firm. While these type-I hybrids represented roughly one-quarter of the 
723 firms listed on the Tokyo Stock Exchange in 2002, they accounted for 67% of total employment of the 
sample firms. Considering this point, it could be said that type-I hybrid groups were actually becoming the 
dominant pattern among Japanese firms in 2000s. 
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their earning structures, firms have had to curtail fixed costs, reduce variable costs, or increase sales. 

Meanwhile, the earning structures of the large firms of the manufacturing industry have improved 

very rapidly between the latter half of 2009 and 2010, which may show the strong resilience of large 

Japanese large firms, especially the new I-type firms. 

Figure 6 T1-tmch in the Ratio of Bre:ik-enn Points 

HO ------- --- ---- ----- ----- ---- ----- --------- --- --------- ----- ---- ----- ----- ---- ----- ----- ---- --- ---- -- - ----- ---- ----- -----
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When the current global financial crisis ends, in which direction will the transformation of the 

Japanese corporate system head? All nations will probably re-adopt the policy of intensifying the 

regulation of financial markets. As a result, the pressures on corporate governance to prioritize 

maximization of shareholder values may be weakened. However, the long-term trend of the 

financialization of the economy since the 1980s will not be reversed. The trend in the proportion of 

shareholders to owners in Japan will also not reverse to the state prior to the mid-1990s (see Figure 

2). It is thus unlikely that there will be no pressures on the corporate management from shareholders, 

especially foreign investors. Moreover, the stance of Japanese management, which aims to control 

wage increases, will probably continue or intensify. Basically, the competitive pressures or market 

forces driving Japanese firms toward diversity are likely strong enough to resist being reversed to 

the old traditional systems. 

In seeking possible answers to the questions posed in Section 4.2, we will deal below with the 

question of the direction that the transformation of the Japanese corporate system will take. We will 

approach this question from the theoretical and conceptual perspectives. We will first examine how 

to understand the institutional changes under institutional arrangements that have caused the 

emergence of a hybrid organizational form such as the new J-type firm. 

According to Deeg (2005, 2009), there are two basic approaches to institutional change: the 
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"equilibrium-functionalist approach" and the "historical-political approach." The former approach 

regards institutions as self-enforcing equilibria that change as a result of exogenous shocks. This 

approach views institutional change as occurring through breakdown and replacement (i.e., the 

"punctuated equilibrium" view). The latter approach regards institutions as continuously evolving in 

non-trivial ways. Thus, institutional equilibrium is not a normal state but an exception to the rule, a 

view articulated by the regulationist school. This approach posits that smaller or gradual 

institutional changes often add up to major institutional transformations over time. In this paper, we 

take the latter approach, paying special attention to the perspectives on institutional change of 

comparative historical analysis. 

Table 3, based on Streeck and Thelen (2005), shows four types of institutional change. The 

scholars argue that the type of change reflecting current developments in the capitalist economy is a 

"gradual transformation." Meanwhile, Mahoney and Thelen (2010) propose four types of gradual 

change, as illustrated in Table 4. 

Table 3 Jy11es oflnstitutional Change 

Incremental 
Process of 

Abrupt 

of old rules 

introduction of ne>;v mies 

Note: 0 indicates 'Yes/.. lndicate.s 'No: 
Scri.uce and Thelen p. 16. 

15 

Survival and 
Re tum 

Discontim1 it\· 
Gradual 

Transform a ti on 

Breakdown and 
Replacement 
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The process of "displacement" occurs when existing rules are replaced by new ones, while "layering" 

occurs when new rules are attached to existing ones, thereby changing the ways in which the 

original rules structure behavior; this process does not introduce wholly new institutions or rules but 

rather leads to amendments, revisions, or additions to existing ones. Layering can bring a substantial 

change if amendments alter the logic of the institution or compromise the stable reproduction of the 

original "core." Meanwhile, "conversion" occurs when rules remain formally the same but are 

interpreted and enacted in new ways, while "drift" occurs when rules remain formally the same but 

have different impacts as a result of shifts in external conditions (Mahoney and Thelen 2010). As we 

have described, the new J-type firm embodies a combination of elements taken from the old 

Japanese model and the new and more Anglo-American practices. Japanese firms are adopting more 

diverse forms of finance but continue to retain a homogeneous employment pattern. Nevertheless, 

this naturally leads to more diversity between institutional domains: this diversity may persist during 

the process of hybridization. The degree of this persistence will depend on how the new and old 

rules or institutions are related. This is equally true of the process of institutional layering. The 

likelihood of the layering of new and old institutions would depend on the degree to which the 

institutional diversity within a system could persist over a long period without triggering a 

displacement of the old by the new. 

In the domain of finance, corporate law reforms were implemented in rapid succession after the 

banking crisis of 1997. The convergence of at least the formal rules regarding corporate governance 

has progressed substantially. This does not mean, of course, that this formal convergence has 

resulted in the functional convergence of corporate governance practices. For leading Japanese 

companies, however, the "displacement" of traditional organization-based or relation-specific 

systems by market-based ones has occurred in each area of corporate finance, corporate ownership, 

and corporate governance. 

Using the conceptions of "conversion" and "layering," we will now consider Japan's labor market 

diversity since the late 1990s. 6 As mentioned, the dispersion of Shun to wage settlements gradually 

increased in the 1990s, and the dispersion index has shown a marked increase since 1998 (see 

Figure 4). Figure 7 summarizes the results of a survey conducted by the Ministry of Health, Labor 

and Welfare showing that the importance of "corporate performance" (i.e. the ability to pay) has 

gradually increased since 1992 while that of "social norm" (i.e. setting wages according to the going 

rate considered socially acceptable) has declined since the early 1990s. A comparison of Figure 4 

and Figure 7 suggests a slow "conversion" of Shunto. Obviously, Shunto has converted its goals and 

functions from coordinated wage increases into a mechanism for legitimizing wage restraint and 

dispersion. 

6 The following discussion owes a great deal to Sako (2007, 2012). 
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Figurt" 7 The Most Important F ador5 in St"ttiug Pay 1luriug Sf11m10 

By contrast, the use of diverse forms of employment started earlier, from the mid- l 980s. In 1986, 

the Worker Dispatch Law was enacted. After 2004, dispatched work was permitted in manufacturing 

work. The use of non-regular workers had become layered onto the norm of lifetime employment. 

While non-regular workers had previously been hired as buffers to cope with cyclical fluctuations in 

demand, a wider and continuous use of non-regular workers after the mid- l 990s was encouraged by 

individual corporate strategies to reduce personnel costs and turn fixed costs into variable ones. This 

process reflected significant changes in Japanese firms' management targets since the 1990s. 

Therefore, contingent or temporary workers can be seen as a case of "institutional layering" onto the 

norm of lifetime employment in the labor market. However, this layering has not yet eroded the 

original core features of the Japanese employment system because, even though management's 

commitment to long-term employment has been relaxed or weakened, it will never be abandoned, 

especially for core employees in large firms. Unlike in finance, where short-term market pressures 

encouraged Japanese firms to adopt shareholder-oriented management, two different modes of 

institutional change-layering and conversion-in the domain of employment will be further drawn 

out, and these two will coexist in labor markets for a long time. Thus, it seems very difficult to 

precisely predict the sustainability of the new J-type firm as a viable model of business organization. 

However, a number of studies share the view that a shift from the system of new J-type firms to 

that of the Anglo-American type does not seem likely in the near term (Ahmadjian 2007; Aoki et al. 

2007; Aoki 2010; Hirota 2012; Jacoby 2005; Kushida and Shimizu 2013; Jackson 2009; Jackson 

and Miyajima 2007; Lechevalier 2012; Miyajima 2011; Miyamoto 2011; Olcott 2009; Shishido 

2007; Whittaker and Deakin 2009; Yoshimori 1995). Olcott argues that "disinstitutionalisation is not 

occurring at large Japanese companies and that employee-favoring company has not yet transformed 
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itself into the shareholder-favoring company." (Olcott 2009; 219) While Japanese firms will be 

further diversified and while the increasing heterogeneity of Japanese firms will become more 

obvious, the problem of widening disparities of income, wealth, and opportunity across both 

individuals and firms appears inevitable. It seems obvious that, with the emergence of the new 

J-type firm, tensions are growing between corporate insiders and outsiders, such as between stable 

shareholders and institutional investors (including foreign investors), between core and more 

peripheral groups of employees, and between the more competitive sectors (such as manufacturing) 

exposed to severe international competition and domestic protected sectors (such as the public and 

service sectors), which are isolated from international competition. These are the shadows of the 

evolving diversity. In the domain of employment, while core employees have been retained, the 

number of employed workers has been substantially reduced through such processes as the 

provision of early retirement schemes, transfers to affiliate companies, disinvestments in non-core 

business lines, and an increasing reliance on non-regular employment. Thus, one may argue that a 

"new segmentalization" has been occurring along with the emergence of the new J-type firms and 

that Japan can be classified as a "segmentalist CME (Coordinated Market Economy)," a category 

Thelen (2009) has suggested. However, the speed with which the new institution replaces the old 

depends on how the new and old are related, how each economic actor behaves in the process of 

institutional change, and how their behaviors interact. In this regard, a more interesting problem for 

the new J-type firm is the perception gap about managements' long-term employment policies. A 

questionnaire survey conducted by the Japan Institute for Labor Policy and Training (JILPT) in 

2004 reported that, while 70.1 % of firms responded "we will maintain long-term employment 

practices,'' only 40.9% of employees acknowledged the continuity of their firms' long-term 

employment practices. In spite of managements' asserted commitment to long-term employment 

practices, some of the measures required to maintain those practices have been neglected or 

weakened over the past couple of decades. An institutional "drift" regarding the long-term 

employment policy has occurred. As Table 5 shows, this seems to have caused the recent decline in 

the five-year job retention rate for young, educated workers. Hamaaki et al. (2010) interpret this 

finding as indicating that owing to the slowdown in wage increases later in their careers, a higher 

proportion of educated young workers may have an incentive to leave their current tenure-track 

positions. An intergenerational perception gap thus exists about long-term employment practices, 

even within companies and workplaces. 
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Table 5 The Lifetime Employee Share and Five-year Job Retention Rate for University Graduate (All Industries) 

1990 1995 
Five-year job 

1995 2000 
Five-year job 

2000 2005 
Five-year job 

2003 2008 
Five-year job 

Lifetime employee Lifetime employee 
retention rate 

Lifetime employee Lifetime employee 
retention rate 

Lifetime employee Lifetime employee 
retention rate 

Lifetime employee Lifetime employee 
retention rate (B)-(A) (C)-(B) (D)-(C) 

(A) (B) (C) (D) 
share share 1990-1995 share share 1995-2000 share share 2000-2005 share share 2003-2008 

age 20-24 91.5% age 25-29 65.8% 71.9% age 20-24 89.9% age 25-29 55.9% 62.2% age 20-24 88.7% age 25-29 50.8% 57.3% age 20-24 87.8% age 25-29 47.5% 54.0% -9.7% -4.9% -3.3% 

age 25-29 63.3 age 30-34 56.2 88.8 age 25-29 65.8 age 30-34 59.7 90.7 age 25-29 55.9 age 30-34 47.1 84.2 age 25-29 54.2 age 30-34 40.3 74.3 1.9 -6.5 -10.0 

age 30-34 58.1 age 35-39 52.7 90.7 age 30-34 56.2 age 35-39 53.3 94.9 age 30-34 59.7 age 35-39 57.9 97.0 age 30-34 58.6 age 35-39 49.9 85.2 4.3 2.1 -11.8 

age 35-39 54.7 age 40-44 54.0 98.7 age 35-39 52.7 age 40-44 53.9 102.4 age 35-39 53.3 age 40-44 50.7 95.1 age 35-39 52.8 age 40-44 51.0 96.6 3.6 -7.2 1.5 

age 40-44 58.3 age 45-49 55.9 95.8 age 40-44 54.0 age 45-49 50.7 93.9 age 40-44 53.9 age 45-49 48.4 89.7 age 40-44 53.3 age 45-49 52.5 98.4 -1.9 -4.2 8.7 

age 45-49 57.9 age 50-54 52.3 91.0 age 45-49 55.9 age 50-54 55.9 100.0 age 45-49 50.7 age 50-54 47.0 92.7 age 45-49 47.1 age 50-54 43.1 91.4 9.1 -7.3 -1.4 

Small and Medium-sized Firm 

age 20-24 90.5% age 25-29 55.6% 61.4% age 20-24 89.7% age 25-29 51.2% 57.0% age 20-24 89.0% age 25-29 48.4% 54.4% age 20-24 89.1% age 25-29 46.2% 51.9% -4.4% -2.6% -2.5% 

age 25-29 55.7 age 30-34 40.7 73.0 age 25-29 55.6 age 30-34 39.8 71.7 age 25-29 51.2 age 30-34 36.8 72.0 age 25-29 51.7 age 30-34 32.6 63.2 -1.3 0.3 -8.8 

age 30-34 41.7 age 35-39 35.6 85.4 age 30-34 40.7 age 35-39 35.4 87.1 age 30-34 39.8 age 35-39 34.6 86.8 age 30-34 38.8 age 35-39 32.6 84.1 1.7 -0.3 -2.7 

age 35-39 34.1 age 40-44 29.9 87.6 age 35-39 35.6 age 40-44 32.0 90.0 age 35-39 35.4 age 40-44 30.4 85.9 age 35-39 35.9 age 40-44 31.9 88.8 2.4 -4.1 3.0 

age 40-44 34.4 age 45-49 32.3 93.5 age 40-44 29.9 age 45-49 29.1 97.6 age 40-44 32.0 age 45-49 31.6 98.6 age 40-44 32.5 age 45-49 32.0 98.4 3.0 1.1 -0.2 

age 45-49 31.1 age 50-54 31.3 100.5 age 45-49 32.3 age 50-54 30.2 93.7 age 45-49 29.1 age 50-54 27.8 95.3 age 45-49 29.8 age 50-54 27.4 92.0 -6.9 1.6 -3.4 

Note: 11Large-sized firm 11 has more than 1000 indefinite-contract employees. nsmall and medium-sized firm" has less than 1000 indefmite-contract employet 
The lifetime employee is defined as those who are hired immediately upon graduating from school and continue working in the same firm until survey data. The share of the lifetime employee in age groups calcurated by dividing the number of lifetime employees by the total number of 
employees in the same category (age groupi and time t ). 
The five-year job retention rate is calculated by dividing the lifetime employee share in age groupi at year t by that in age b'foupi + 1 at year t + 5. The right three columns report the change of the retention rate between two neighboring periods. In this Table, some of calculated retention 
rate slightly exceed I 00%, owing to sampling erros 
Source: Adaptation from Hamaaki et al. (20 I 0) 

\0 



6 Conclusion 

In this paper, we reexamined the transformation that has occurred in the Japanese corporate system 

over more than two decades and that transformation's possible future course. Below, we present 

some of the implications and suggest agendas for future research that should be pursued both 

theoretically and empirically. 

First, the emergence of the new I-type firm as a hybrid model demonstrates that both the "strong" 

convergence view and the "strong" complementarity view are misleading. The strong convergence 

view claims that corporate convergence according to a shareholder-oriented model is both desirable 

and inevitable, while the strong complementarity view claims that systemic transformation is very 

unlikely. Two possible patterns of institutional change are possible: one is marginal institutional 

change, and the other is overall systemic change. The process of hybridization rejects both these 

views. 

Second, the emergence of the new I-type firm naturally calls us to reexamine the institutional 

complementarities between finance and employment theoretically as well as empirically. The mere 

fact of the new I-type firm seems to show that the institutional complementarities between finance 

and employment may be less clear than what has been assumed in theoretical models. A part of the 

complementarity relations among institutions, such as the complementarity between employment 

and finance, might not necessarily be a fixed relation but may be loose and modest. This reminds us 

of the significance of the original ideas of the regulationist school-that identical reproduction is an 

exception to the rule and that institutional forms are always in a state of flux, changing sometimes 

gradually and other times rapidly. Complementarity is always accompanied by tensions, ruling out 

the notion that institutional configurations exist in static equilibrium. Therefore, in dealing with a 

dynamic process like institutional change, it is essential for us to reexamine or redefme the 

conception of institutional complementarity in a dynamic context. Furthermore, from the empirical 

point of view, the remarkable process of the globalization of financial markets may lessen or ease 

national constraints on institutional complementarities (Aoki 2010), leading to the emergence of 

some kinds of organizational hybrid that are unfeasible in a closed economy. The financial and 

ownership characteristics of Japanese firms have actually moved substantially in the direction of a 

market-oriented style in the wake of the 1997 banking crisis. By contrast, nation-specificities are 

still much in evidence in the employment features of Japanese firms because these features appear to 

be closely related to a number of different factors, including industrial sectors, corporate age, and 

product architecture, as well as to other path-dependent factors, such as degree of unionization and 

the prior establishment of a labor-management consultation process. 

Last but not least, whether the new I-type firms as a new hybrid organizational form can be 

sustained over the long term remains an open question. However, as the new I-type firm emerges, 

tensions steadily grow between corporate insiders and outsiders, such as between stable 

shareholders and institutional investors (including foreign investors), between core and more 

peripheral groups of employees, and between more competitive sectors (such as manufacturing) 

exposed to severe international competition and domestic protected sectors (such as the public and 
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service sectors), which are isolated from international competition. As Table 5 shows, there is also 

an intergenerational gap concerning the continuity of long-term employment practices between 

young workers and middle-aged and older workers. The widely-observed dropout of young workers 

from the lifetime employment system may suggest that the lifetime employment system has started 

to degenerate. It is very difficult to predict precisely, however, how the conflict of interests and 

tensions among various economic actors will be settled. This process is likely to be characterized by 

complexities and non-linearity and will thus be far from mechanical. 

References 

Abe, N. and Shimizutani, S. (2005) "Employment Policy and Corporate Governance: An Empirical 

Analysis on the Stakeholder Model in Japan,'' ESRI Discussion Paper Series No. 136. 

Acharya, V.V., Myers, S.C. and Rajan, R.G. (2011) "The Internal Governance of Firms," Journal of 

Finance, 66(3). 

Ahmadjian, C. (2007) "Foreign Investor and Corporate Governance in Japan,'' in Aoki, M., Jackson, G. 

and Miyajima, H. (eds.) Corporate Governance in Japan: Institutional Change and Organizational 

Diversity, Oxford University Press. 

Amable, B. (2003) The Diversity of Modern Capitalism, Oxford University Press. 

Aoki, M. (2001) Towards a Comparative Institutional Analysis, The MIT Press. 

Aoki, M. (2008) "Analysing Institutional Change: Integrating Endogenous and Exogenous Views,'' in 

Kornai, J., Matyas, L. and Roland, G. (eds.), Institutional Change and Economic Behaviour, Palgrave 

Macmillan. 

Aoki, M. (2010) Corporations in Evolving Diversity: Cognition, Governance, and Institutions, Oxford 

University Press. 

Beland, D. (2007) "Ideas and Institutional Change in Social Security: Conversion, Layering, and Policy 

Drift,'' Social Science Quarterly, 88(1). 

Boyer, R. (2004) Une theorie du capitalism est-elle possible? Odile Jacob. 

Boyer, R. (2005) "Coherence, Diversity, and the Evolution of Capitalisms: The Institutional 

Complementarity Hypothesis,'' Evolutionary and Institutional Economics Review, 2. 

Boyer, R. (2006) "How Do Institutions Cohere and Change? The Institutional Complementarity 

Hypothesis and Its Extension,'' in Wood, G. and James, P. (eds.) Institutions, Production, and Working 

Life, Oxford University Press. 

Boyer, R., Uemura, H. and Isogai, A. (eds.) (2012) Diversity and Transformations of Asian Capitalisms, 

Routledge. 

Deeg, R. (2005) "Complementarity and Institutional Change: How Useful a Concept?" SPII 2005-21, 

Wissenschaftszentrum Berlin filr Sozialforschung. 

Deeg, R. (2009) "Complementarity and Institutional Change in Capitalist Systems,'' Journal of European 

Public Policy, 14(4), 611-630. 

Fujimoto, T. (2007) "Architecture-Based Comparative Advantage-A Design Information View of 

21 



Manufacturing," Evolutionary and Institutional Economics Review, 4(1 ). 

Hall, P.A. and Soskice, D. (eds.) (2001) Varieties of Capitalism: The Institutional Foundation of 

Comparative Advantage, Oxford University Press. 

Hall, P. and Gingerich, D.W. (2009) "Varieties of Capitalism and Institutional Complementarities in the 

Political Economy: An Empirical Analysis," British Journal of Political Science, 39(3), 449-482. 

Hamaaki, J., Hori, M., Maeda, S. and Murata, K. (2010) "Is the Japanese Employment System 

Degenerating? Evidence from the Basic Survey on Wage Structure," ESRI Discussion Paper Series 

No. 232. 

Haneke, B., Rhodes, M. and Thatcher, M. (eds.) (2007) Beyond Varieties of Capitalism: Conflict, 

Contradictions, and Complementarities in the European Economy, Oxford University Press. 

Harcourt, M. and Wood, G. (2007) "The Importance of Employment Protection for Skill Development in 

Coordinated Market Economies," European Journal of Industrial Relations, 13(2). 

Hirota, S. (2012) Beyond the Shareholder Sovereignty: Theoretical and Empirical Analysis of the 

Stakeholder-based Firm, Toyo keizai shinposha (in Japanese). 

Hirota, S., Kubo, K. and Miyajima, H. (2007) "Does Corporate Culture Matter? An Empirical Study on 

Japanese Firms," RIETI Discussion Paper Series 07-E-030. 

Hopner, M. (2005) "What Connects Industrial Relations and Corporate Governance? Explaining 

Institutional Complementarity," Socio-economic Review, 3, 331-358. 

Isogai, A. (2011) "Transformation and Evolution of the Japanese Corporate System," in Uni, H., Yamada, 

T., Isogai, A. and Uemura, H. Regulation Theory and Financial Crisis, Showa-Do (in Japanese). 

Isogai, A. (2012) "The Transformation of the Japanese Corporate System and the Hierarchical Nexus of 

Institutions, in Boyer, R., Uemura, H. and Isogai, A. (eds.) Diversity and Transformations of Asian 

Capitalisms, Routledge. 

Isogai, A., Uemura, H. and Ebizuka, A. (2000) "The Hierarchical Market-Firm Nexus as the Japanese 

Mode of Regulation," in Boyer, R. and Yamada, T. (eds.) Japanese Capitalism in Crisis: A 

Regulationist Interpretation, Routledge. 

Jackson, G. (2005) "Stakeholders under Pressure: Corporate Governance and Labour Management in 

Germany and Japan," Corporate Governance, 13(3). 

Jackson, G. (2007) "Employment Adjustment and Distributional Conflict in Japanese Firms," in Aoki, M., 

Jackson, G. and Miyajima, H. (eds.) Corporate Governance in Japan: Institutional Change and 

Organizational Diversity, Oxford University Press. 

Jackson, G. (2009) "The Japanese Firm and Its Diversity," Economy and Society, 38(4). 

Jackson, G, and Deeg, R. (2008) "Comparing Capitalisms: Understanding Institutional Diversity and Its 

Implications for International Business," Journal of International Business Studies, 39( 4). 

Jackson, G. and Miyajima, H. (2007) "Introduction: The Diversity and Change of Corporate Governance 

in Japan," in Aoki, M., Jackson, G. and Miyajima, H. (eds.) Corporate Governance in Japan: 

Institutional Change and Organizational Diversity, Oxford University Press. 

Jacoby, S.M. (2005) The Embedded Corporation: Corporate Governance and Employment Relations in 

Japan and the United States, Princeton University Press. 

Kambayashi, R. and Kato, T. (2009) "The Japanese Employment System after the Bubble Burst New 

22 



Evidence," prepared for Japan's Bubble, Deflation and Long-term Stagnation, Federal Reserve Board 

San Francisco. 

Kushida, E.K. and Shimizu, K. (2013) "Syncretism: The Politics of Japan's Financial Reforms," 

Socio-Economic Review, 11. 

Lechevalier, S. (2007) "The Diversity of Capitalism and Heterogeneity of Firm: A Case Study of Japan 

during the Lost Decade," Evolutionary and Institutional Economics Review, 4(1 ). 

Lechevalier, S. (2012) "The Japanese Firm: From the Analysis of a Model to the Understanding of Its 

Increasing Heterogeneity," in Dietrich, M. and Krafft, J. (eds.) Handbook on the Economics and 

Theory of the Firm, Edward Elgar. 

Mahoney, J. and Thelen, K. (2010) "A Theory of Gradual Institutional Change," in Mahoney, J. and 

Thelen, K. (eds.) Explaining Institutional Change: Ambiguity, Agency, and Power, Cambridge 

University Press. 

Miyajima, H. (2002) "Japanese Corporate Management and Corporate Behaviors," in Kaizuka, H. 

and Ministry of Finance, Policy Research Institute (eds.) Japanese-type Economic Model 

Revisited, Yuhikaku (in Japanese). 

Miyajima, H., Haramura, K. and Inagaki, K. (2003) "How Do We Understand Developing 

Corporate Governance Reforms? An Analysis by COS (Corporate Governance Score)," 

Financial Review, No.68 (in Japanese). 

Miyajima, H. (ed.) (2011) Corporate Governance in Japan: Toward Its Redesign and the Revitalization 

of Competitiveness, Toyo keizai shinposha (in Japanese). 

Miyamoto, M. (2007) "Changes in Corporate Governance and the Diversity of Japanese Firms: Four 

Types of Human Resource Management," in Japan Institute for Labor Policy and Training (ed.), 

Japanese Firms and Employment: The Future of Long-term Employment and Pay for Peiformance, 

IlLPT (in Japanese). 

Miyamoto, M. (2011) "The Future of Employment and Corporate Governance in Japan," in Sakurai, K. 

et al., Japanese Economy: Into the Unexplored Area: Beyond "Two Lost Decades," Sosei-sha (in 

Japanese). 

Morgan, G., Whitley, R. and Moen, E. (eds.) (2005) Changing Capitalism? Internationalization, 

Institutional Change, and Systems of Economic Organization, Oxford University Press. 

Olcott, G. (2009) Conflict and Change: Foreign Ownership and the Japanese Firm, Cambridge 

University Press. 

Sako, M. (2007) "Organizational Diversity and Institutional Change: Evidence from Financial and Labor 

Markets in Japan," in Aoki, M., Jackson, G. and Miyajima, H. (eds.), Corporate Governance in 

Japan: Institutional Change and Organizational Diversity, Oxford University Press. 

Sako, M. (2012) "Continuity and Change in the Japanese Economy: Evidence of Institutional Interaction 

between Financial and Labour Markets," in Walter, A. and Zhang, X. (eds.) East Asian Capitalism: 

Diversity, Continuity and Change, Oxford University Press. 

Shimizutani, S. and Yokoyama, I. (2009) "Has Japan's Long-term Employment Practice Survived? 

Development since the 1990s," Industrial and Labor Relations Review, 62(3). 

Shishido, Z. (2007) "The Turnaround of 1997: Changes in Japanese Corporate Law and Governance," n 

23 



Aoki, M., Jackson, G. and Miyajima, H. (eds.) Corporate Governance in Japan: Institutional Change 

and Organizational Diversity, Oxford University Press. 

Streeck, W. (2009) Re-:forming Capitalism: Institutional Change in the German Political Economy, 

Oxford University Press. 

Streeck, W. and Thelen, K. (2005) "Introduction: Institutional Change in Advanced Political Economies," 

in Streeck, W. and Thelen, K. (eds.) Beyond Continuity: Institutional Change in Advanced Political 

Economies, Oxford University Press. 

Thelen, K. (2009) "Institutional Change in Advanced Political Economies," British Journal of Political 

Science, 47(3). 

Thelen, K. (2010) "Beyond Comparative Statics: Historical Institutional Approaches to Stability and 

Change in the Political Economy of Labor," in Morgan, G .. , Campbell, J.L., Crouch, C. and Pedersen, 

O.K. (eds.), The Oxford Handbook of Comparative Institutional Analysis, Oxford University Press. 

Vogel, S.K. (2006) Japan Remodeled: How Government and Industry are Reforming Japanese 

Capitalism, Cornell University Press. 

Whittaker, D.H. and Deakin, S. (eds.) (2009) Corporate Governance and Managerial Reform in Japan, 

Oxford University Press. 

Witt, M.A. (2006) Changing Japanese Capitalism: Societal Coordination and Institutional Adjustment, 

Cambridge University Press. 

Witt, M.A. (2014) "Japan: Coordinated Capitalism Between Institutional Change and Structural Inertia," 

in Witt, M.A. and Redding, G. (eds.) The Oiford Handbook of Asian Business Systems, Oxford 

University Press. 

Yamada, T. (2008) Les capitalismes: une analyse comparative, Fujiwara Shoten (in Japanese). 

Yamamura, Kand Streeck, W. (eds.) (2003) The End of Diversity? Prospects for German and Japanese 

Capitalism, Cornell University Press. 

Yamauchi, M. (2013) Japanese Employment Systems: Growing Divergence and Globalization, 

Keiogijuku University Press (in Japanese). 

Yoshimori, M. (1995) "Whose Company Is It? The Concept of the Corporation in Japan and the West," 

Long Range Planning, 28(4). 

24 



Discussion Paper Series 

Number Author Title Date 

2000-1 Seiichi Iwamoto Nearest Route Problem 2000/ 5 

2000-2 Hitoshi Osaka 
Productivity Analysis for the Selected Asian Countries : 

2000/ 5 
Krugman Critique Revisited 

2000-3 ~~ 7'151 
J(Ji:~ fl~ 1L'W! A... I]) ~{t; I]) ~ll-t 

2000/ 7 
-~1ltW!l])~{t; (:: ~ITT-7l1l_I-

2000-4 :lfti!ff m~~ :f:lli~~ milt!~ I]) /F .Bl fif-Up~ Jl!J'! 2000/ 7 

2000-5 Hitoshi Osaka 
Economic Development and Income Distribution : 

2000/10 
Survey and Regional Empirical Analysis 

2001-1 Yoshihiko Maesono 
Nonparametric confidence intervals based on 

2001/ 2 
asymptotic expansions 

2001-2 
:lfti!ff m~ 

*Wr!J?Jfttf§JtJ~J!l!l])#~:ttl!~ 2001/ 3 JI[ [l'iJ • 
2001-3 Akinori Isogai The Increasing Fluidity of Employment Re-examined 2001/ 4 

2001-4 Hitoshi Osaka 
Empirical Analysis on the Economic Effects of 

Foreign Aid 
2001/ 5 

2001-5 Tom Nakai 
Leaming Procedure for a Partially Observable 

2001/ 6 
Markov Process and its Applications 

2001-6 Isao Miura 
Secret Collusion and Collusion-proof 

2001/ 8 
Mechanism in Public Bidding 

2001-7 :lfti!ff m~ ~~!Ill&~ 0) :fr~j; ·ti c ~ 1±1 fi fJJ 2001/11 

2001-8 *:!iZ 1= 
~m:7;(:ty~B:J:lrJJ!l])~lliE: 

2001/11 
00§¥-~~~9:'.JD~jJ~~U-~fi 

2001-9 
:lfti!ff m~ f§ m ~J!l!O)#~:tlli~~:f!f 2001/12 
} I [ [l'iJ • 

2002-1 Horie Yasuhiro 
Economic Analysis of the "Credit Crunch" 

2002/ 3 
in the late 1990s 

2002-2 *:!iZ 1= 
B *O)ODAi&~ (: ff.I71f5\'1J:W: : F:±±~ (: ff.IiftJEJi f;: :J3 ~t 9 

2002/ 6 
7 ~Y:f:li!~ c-lf:i-lf !\ 7 · 7 7 1) :iJ:f:Jf!:!Jj)ZO)J:t~~fJT 



Number Author Title Date 

2002-3 Hirofumi Ito Can the Local Allocation Tax Break Free of the Doldrums? 20021 9 

- Japan's Development of and Difficulties with Fiscal Equalization 

2002-4 :lftiiff *)@ f§ ffl t4Ht ~ ffl v' t;: ::f ~fSUim~ 0) :Jt~t 2002/10 

2003-1 ~m JjJ !Utnfrf*9@*90)*£1*:5HJT 
2003/ 2 

-::J~'YrJZ/r, 7TI'Yr~*s~ljM~~O)~~-

2003-2 Toshiyuki Fujita 
Design of International Environmental Agreements 

2003/ 3 
under Uncertainty 

2003-3 Tom Nakai 
Some Thoughts on a Job Search Problem on a Partially 

2003/ 3 
Observable Markov Chain 

2003-4 Rorie Yasuhiro Monetary Policy and Problem Loans 2003/ 7 

2003-5 ®~ SJ]f,@ 
~•m•~0)9@~•Y~o-7c~n•Y~o-7 

2003/ 8 
-9;0~ · f!fU& · *JlB~~n-

2003-6 Rorie Yasuhiro Credit Rating and Nonperforming Loans 2003/ 9 

2003-7 ®~ SJ]f,@ f!fU&*I?*"f:O) I 'Y t /'A td: fliJ;!J> 2003/ 11 

2004-1 ®~ SJ]f,@ f!fU& c td: filJiJ> 2004/ 2 

2004-2 j\!JZ f = B :zfs:ODAO)M~ : OO~Jf:zfs:7 D- c±~~WJOOO)j}J[PJI::: 
2004/ 2 

~9 :f:Jr-?'iJ> GO)~~ 

2004-3 Toshiyuki Fujita Game of Pollution Reduction Investment under Uncertainty 2004/ 10 

2005-1 j\!JZ f= * 7 Y 7 0) ?M~~c7t c 3¥~·11 O)Mt9it~iE 2005/ 3 

2005-2 j\!JZ f = *YYY~s~:f:J~~~MJtmO)M~ 2005/ 3 

2005-3 
{tcfE! ~~ 

li:m.!!~7ttJT-IOMetrics <!) OO§E- 2005/10 
t~# SB!f 

2005-4 Koichi Matsumoto Optimal Growth Rate with Liquidity Risk 2005/11 

2006-1 =m JjJ *'Yr?-~~~~T~(f)~~~~m••c 
2006/ 3 

Jllill'lij ~~ j&JOO!f-f ~lf~OO~ 

2006-2 EIB {~ mt~(f)~*iifl:::ci!i~t-m 2006/ 3 

2006-3 Koichi Matsumoto Portfolio Insurance with Liquidity Risk 2006/ 4 

2006-4 Kazushi Shimizu 
The First East Asia Summit (EAS) and Intra-ASEAN 

Economic Cooperation 
2006/ 7 



Number Author Title Date 

2006-5 Yuzo Hosoya A numerical method for factorizing 20061 8 

Taro Takimoto the rational spectral density matrix 

2006-6 ~rfij :rfJ 0~An~~~~•ftn~•n~~ 2006/12 

{fcfs ;m.& 
f'JT1~7t::fff c::f-¥~NRN'.(7)ITT-~7ttff 

2007-1 ti%# SBt--f 2007/ 3 

~IB "ff, 
-PPID (7) ~ jE-

2007-2 Koichi Matsumoto 
Mean-Variance Hedging in Random 

2007/ 4 
Discrete Trade Time 

2007-3 1wll< ~51: 
*7V7(7)f{H~*I71'rta:n cFTA 

2007/ 6 
-ASEAN~i*J*I71'rta 1J (7)~51Ht c*Y VY "(l):fJtj(-

East Asian Regional Economic Cooperation and FTA: 

2007-4 Kazushi Shimizu Deepening oflntra-ASEAN Economic Cooperation and 2007/ 7 

Expansion into East Asia 

2008-1 Naoya Katayama Portmanteau Likelihood Ratio Tests for Model Selection 2008/ 1 

2008-2 
~rfij :rfJ 

'J 7 r tJ:-T-f!iUi!B c ;z. 1:::0 ;i,,:;t-;\-~::iJ* 2008/ 1 
j(lff 11:0-

2008-3 Koichi Matsumoto 
Dynamic Programming and Mean-Variance Hedging with 

2008/ 3 
Partial Execution Risk 

2008-4 Naoya Katayama On Multiple Portmanteau Tests 2008/ 5 

2008-5 Kazushi Shimizu The ASEAN Charter and Regional Economic Cooperation 2008/ 7 

2008-6 
Noriyuki Tsunogaya 

Boundaries between Economic and Accounting Perspectives 2008/11 
Hiromasa Okada 

2009-1 Noriyuki Tsunogaya 
Four Forms of Present Value Method: 

20091 2 
From the Standpoint of Income Measurement 

2009-2 Bff jg~ m•~~m0~*t•~1;~-~3~~~~~-~• 20091 3 

2009-3 
t0:zfs: 7i1f~ 

Y~0~~::t~~3~~m(l)~~m~(l)a~ 20091 3 
f1jlffi ~t--f 

2009-4 Naoya Katayama 
Simulation Studies of 

20091 4 
Multiple Portmanteau Tests 

2009-5 itr~ ~[MJ ~*•oom~~~~~~~(7)~%~~ 20091 5 

2009-6 Koichi Matsumoto 
Option Replication in Discrete Time 

20091 6 
with Illiquidity 



Number Author Title Date 

2009-7 Naoya Katayama i';-fll!l'l"JJ\7J1'0);f:~/EO)~t±:l1J t: 'J v) T 20091 7 

Mika Fujii 
Simple Improvement Method for Upper Bound 

2009-8 Koichi Matsumoto 20091 7 

Kengo Tsubota 
of American Option 

2009-9 Kazushi SHIMIZU ASEAN and the Structural Change of the World Economy 20091 9 

2010-1 
Tadahisa Ohno 

Akio Kawasaki 
Who should decide the corporation tax rate? 20101 2 

2010-2 :kJf :U:;)\ ~:!J'U)t 0) 7t ti 89 J&'!.fU:R:!E c B'.: '13' f ~ 20101 2 

2010-3 
Yuta Katsuki 

Koichi Matsumoto 
Tail VaR Measures in a Multi-period Setting 2010/ 3 

2010-4 1FJ71< ~se 
ASEAN:f.9XP'l*I~ta1J c1:.li:* '/ r- r;~!y 

2010/ 6 
-ASEAN § !!J:$:1'.f~dfif!H7\:: (: IMV7°D V' ::c I/ ]'- ~ q:t,C.,t:-

2011-1 =.00- -;;JJ ffi:l:J!{~7 7. f- O)Jffl'.~{JE~5<'11* 2011/ 1 

2011-2 Fujita Toshiyuki 
Realization of a self-enforcing international 

environmental agreement by matching schemes 
2011/ 2 

2011-3 Yasuhisa Hirakata British Health Policy and the Major Government 2011/ 2 

2011-4 
jfil~ ~M1 m&~hO)m-~ft=XA~0-~-~v~O)~~ 

20111 5 
JliS3 4iffe:z -,{ / Ff~:toft 0 :A /(::\=-0)00~~1111t:a:-:!Jf70 ~LT-

2011-5 
Noriyuki Tsunogaya The Accounting Ecology and Change Frameworks: 

20111 6 
Chris Patel The Case of Japan 

2011-6 
= /ffi J)J i25:1*f~~O)tt1i· b~J@ 0 :A 7 ~JIU~ 

20111 7 
MS3 ~= : Jack (2006) "E-7';v0)¥}~iftj' 

2011-7 
Wffi:;zjs: :t:~~ 00 · ~J!l:Jl1~ v.r-:::;vf~:toft 0~/\. · ~t±l-tfil'mJ~-::iv\-c 2011/ 8 

** TI[tM 

Kunio Urakawa Impact of the financial crisis on household perception 
2011/10 2011-8 

Yusuke Kinari - The case of Japan and the United States -

2011-9 Koichi Matsumoto Hedging Derivatives with Model Risk 2011/10 

2011-10 =1m J)J 
PFI :a:-115 ffl L f;: ~ft :(pj ~JG 0) f(il'§' al<: 1j1L t ~ ~ T 0 AfI df )j-tJT 

2011/10 
: 125:1* • :fr11f0).@~f~ ~7:/-5<'7J*7J~1f1±-t 0 &-- :A 

2011-11 Yusuke Kinari Time Series Properties of Expectation Biases 2011/11 



Number 

2011-12 

2012-1 

2012-2 

2012-3 

2012-4 

2013-1 

2013-2 

2013-3 

2013-4 

2013-5 

2013-6 

2013-7 

2013-8 

2013-9 

2014-1 

Author 

jffi~ $jMl 

iliB3 i:tz 

~JZB3 fpj1fjt 

fill<is: -*~~ 

9=11- ~-
"i:Jll ~if.2 

:i:&;<js: U!UM 
~PJ'l'f~ ~~15 

jffi ~ $j Jl¥1 
iHE 1JJ:jzz 

Masaharu Kuhara 

Yuzo Hosoya 

Taro Takimoto 

) 11 Mb •[1{1:!! 

Satoshi HOSOKAWA 

Koichi MATSUMOTO 

=:rm J)J 

MB3 lli= 

Takeshi Miyazaki 

Takeshi Miyazaki 

Yuzo Hosoya 

Taro Takimoto 

Akinori ISOGAI 

Title 

it*115-·~':!:{t:;t~ri'!Httc-1/~-'/3 /O)~iJf 

-§~¥0)~~~moo~O)·~~~-

I il.•ti'l ¥}00 J 0) i7'J "±:·~':!: 1f: ~ ~ L tc 17 '/ lJ -1 /;1VE~t 
"'f- !J t ~ ~ Q ;J9c 1frntt1r,,'R0) ·l1t!E 

{frf ';§t ~~1Mll t ~:to ft Q 'it i~ 7 7° p - 70)]'!1MlJ.lfJf j'E 

- ~';§t 'it i~ . 1J!gjJ ~ilil 0) f.i 00 -

Employment Issues Involving Japanese Banks: 

A Case Study of Shinsei Bank 

Measuring the Partial Causality in 

the Frequency Domain 

-1~0A·~/~-~~0)0*~~: 
IJW{lffiJ 1f:.@ L tcft'/"T /A O)fAJ'l\ 

D. t =i.-.At~:Foft0:f±~f~J¥1MiJO)ft.i00 

- ~~rs~ilil~~ t~:toft 0fll.f>l · 01l~ilil c'.-'. O)~J!ll:C'-

Pricing Interest Rate Derivatives with Model Risk 

-1~0 A(~:fOft-5:::::.=i.- · 0 ~7 0 /(l'.\O)mf1jf}i\:.tJ'l(: 
V-c'.-'. "')O)"f:~.M"J~ili: 

Internalization of Externalities and Local Government 

Consolidation: Empirical Evidence from Japan 

Municipal Consolidation, Cost Reduction, and 

Economies of Scale: Evidence from Japan 

Partial measures of time-series interdependence 

Transformation of the Japanese Corporate System and 

Possibilities of the "New I-type Firm" Re-examined 

Date 

2011111 

2012/ 9 

2012/10 

2012/10 

2012/12 

2013/ 1 

2013/ 2 

2013/ 3 

2013/ 6 

2013/ 7 

2013/ 7 

2013/11 

2013/11 

2013/11 

2014/ 1 


