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Abstract

This dissertation studies the following questions: what is the
relationship between financingstructure and governance structure of
Japanese corporations, whether such governance structure iseffi-
cient,and how will the change of financing structure lead to the
change of governancestructure?

The so-called corporate governance is firstly designed and es-
tablished by investors to protecttheir own principles and profits. Be-
cause company system not only fits for the high socializationand pro-
fessionalism needed for the development of productivity, but also it
causes agent problemthat managers encroach investors’ interests.
Therefore corporate governance is in fact solving theagent problem
under the separation of ownership and administrative authority.
However thecorporate governance structure , from the beginning,is a
summation of a series of means, methods ( systematic structures )
which investors take to protect themselves from being encroached
bymanagers.

So the distribution of company’ s managerial rights is decided
by the distribution of investors. In another word, financing structure
decides governance structure. For many years, the financingstruc-

ture of Japanese corporations has had an unique characteristic which



2 EHXAUMREMEHBHEMER

is quite different fromthat of Europe and America, that is Japanese
enterprises’ liabilities has been keeping at a highlevel,, and among
their liabilities ,loans from bank takes a relatively high proportion.
All these is aresult of the Japanese main bank system. On the other
hand, mutual shareholding is anothercharacteristic of Japanese fi-
nancing structure. In view of these,this dissertation analyzes theef-
ficiency of governance structure in Japan from three aspects of the
selection , supervision andinspiration of managers.

First, the past study on Japanese corporate governance has
been taking the selection ofmanagers as a given condition. This is a
very serious defect. So we must take the selection ofmanagers into
our analytical framework. In Japan,the fact of mutual share-holding
has entiledmanagers of enterprises of virtual investors and factual
major share-holders, which almostoverride the authority of board of
directors and even the authority of shareholders meeting. Because
under mutual share-holding system , managers as representative di-
rectors have controlledother stocks which owned by enterprises,
while other enterprises also control their stocks. Both oftwo parties
can control their own stocks which are owned by the other party. In
another word , oneparty can control his own stocks through control-
ling the other party’s stocks. The result is eachparty does things in
his own way. According to this dissertation, the main body of corpo-
rategovernance should be the share-holders and creditors who are
the owners of corporations and theyought to get the mandate rights
so as to have the corporate governance rights into their own hands,
and managers of corporations are entrusted and act as an agent. Un-

der standardized moderncompany system , the entrust-agent relation-
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ship between owners and managers is a principlecontract among all
company contracts. However in Japan, the selection fights of manag-
ers aretotally controlled by incumbent managers. So the selection in
fact is that agents select agents, which is out of the control of own-
ers. Since owners have no rights to select its agents, thenso-called
corporate governance takes no effect. Therefore the governance
structure of Japanesecompany is not an efficient mechanism to dis-
tinguish and select the most excellent managers.

Secondly , the supervision on managers of Japanese corporations
is not quite efficient. For along time, the supervision mechanism of
Japanese main bank has been concerned by academiccircles. In
general opinion, Japanese main bank supervision system is quite ef-
ficient. In fact,suchkind of mechanism has also been restricted by
many factors. Despite of its advantages, it has manydisadvantages as
well. Main bank first acts as a main creditor to take part in manage-
ment. When acompany can operate smoothly, main bank doesn’t
take any effect, which also causes manyserious hidden dangers. It
can be proved by the facts that many Japanese companies have
mettroubles in recently years. From the viewpoint of agent theory,
main bank is an enterprise and itsinternal organization structure is
not different from non-bank enterprises, so agent problems ofnon-
bank enterprises also exisﬁin banks. It is a double-agent that let-

ting a supervisor ( bank) withserious agent problems to supervise

~smanagers whose enterprise loans from bank. Its disadvantageis quite

obvious. ™.
Thirdly , Japanese corporate governance structure is inefficient

from the angle of themanagerial inspiration. Because if the inspira-
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tion problems are not well resolved , managers willnot get enough in-
spirations to work hard for investors,even though they have enough
inspirationsto make their own ideals into reality, such as improving
their own reputations, social statusthrough enlarging company > s
scale , increasing their on-job consumption through a large numberof
socializing fees. So this dissertation mainly analyzes from two as-
pects: the restrictiveinspiration of company’ s liabilities and the re-
strictive inspiration of M&A (merger andacquisition) . Company’s
liabilities is a rigid restriction, because once bankruptcy , company ’
smanagers will lose all incumbent interests. So such inspiration is
principle,and it is related to theexistence of managers,and manag-
ers must work hard. But in Japan, managers can predict the help-
from main bank. Such never-to-fall situation protected by main
bank has made their metalenduring ability is superior to those of
European and American managers. So they dare to bearmore liabil-
ities with very weak risk conscientiousness. From the angle of lia-
bilities inspiration, it ’ sactually a lack of inspiration. And M&A
cannot provide enough restrictive inspiration as well. It isalso the
most important reason that mutual shareholding comes out and de-
velops protectingany potential attacks from M&A.

In brief, the efficiency of Japanese corporate governance struc-
ture is really low because itsspecial ﬁxgncing structure has serious
drawbacks. It has bad effects on the efficiency of corporategover-
nance structure. Therefore , the mutual shareholding system should-
be abolished and thesystem of financing through main %ank should
be improved. In fact,both of them have been inconstant changes.

Finally, we can conclude that Japanese corporate governance
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structure tends to be like thoseof Britain and America.

Key words: financing structure, governance structure, efficiency,

main bank , mutualshareholding, selection, supervision , inspiration
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