
Contents

List of Figures — XIII

List of Tables — XV

Introduction — 1

Part I: Historical Background and Key Features of Corporate 
Governance in Japan

1 A Brief History of Corporate Governance in Japan — 7
1.1 Meiji Era Modernization — 7
1.2 Corporate Governance in the Early 20th Century —10
1.2.1 Economic and Political Context —10
1.2.2 Implications for the Corporate Governance Model —12
1.3 “The 1940 Regime” and a New Corporate Governance Model----- 13
1.4 Post-War Dismantling of Zaibatsu —15
1.4.1 Zaibatsu Corporate Governance —17
1.4.2 Dismantling of Zaibatsu —17
1-5 Re-Emergence of Industrial Groups in Post-War Japan —18
1.5.1 Horizontal Keiretsu — 20
1.5.2 Vertical Keiretsu — 21
1.5.3 Keiretsu Role in Post-War “Economic Miracle” — 21
1.6 Main Bank System------22
1.7 Role of Sogo Shosha in Corporate Governnace----- 24
1.8 Summary and Conclusion — 26

2 Political and Economic Context of Corporate Governance 
Changes — 27

2.1 Burst of the “Bubble Economy” — 27
2.2 Financial Deregulation: The Japanese Big Bang — 28
2.3 Banking Crisis of 1990s and the Government Response — 30
2.3.1 Hokkaido Takushoku Bank------ 31
2.3.2 Yamaichi Securities — 32
2.3.3 Government Response to the Crisis — 33
2.4 The Rise of Activist Funds — 35
2.4.1 The First Wave of Activist Investments----- 36
2.4.2 Impact on Company Performance — 38
2.4.3 Second Wave of Activist Investments — 39
2.5 High-Profile Corporate Scandals — 39

http://d-nb.info/1342342089


VIII — Contents

2.5.1 Livedoor (2006)------- 40
2.5.2 Olympus (2011)------- 41
2.5.3 Toshiba (2015)-------43
2.6 Summary and Conclusion — 45

3 Overview of Corporate Laws and Regulations — 46
3.1 The Commercial Code------46
3.2 The Companies Act------48
3.2.1 The Companies Act Amendment of 2014-------49
3.2.2 The Companies Act Amendment of 2019------- 51
3.3 Financial Instruments and Exchange Law — 52
3.3.1 Broader Legal Scope, Expanded Regulated Financial Instruments — 53
3.3.2 Updated Regulations on Takeover Bids — 53
3.3.3 Enhancing Disclosure by Listed Companies — 55
3.3.4 Implications for Japan’s Corporate Governance — 55
3.4 Summary and Conclusion — 57

4 Evolving Dynamics of Corporate Boards — 58
4.1 Main Features of Japanese Corporate Boards — 60
4.1.1 Historical Overview of Corporate Board — 60
4.1.2 Board Size and Composition — 61
4.1.3 CEO Duality------ 62
4.1.4 Traditional Audit and Supervisory System - Kansayaku Board — 64
4.1.5 Cultural Considerations — 65
4.2 Role of Outside Directors — 65
4.3 Boardroom Diversity and its Importance — 67
4.3.1 Benefits of Greater Boardroom Diversity — 67
4.3.2 Gender Diversity and International Perspectives — 68
4.3.3 Towards Inclusive and Effective Governance — 69
4.4 Executive and Director Compensation in Japan — 71
4.4.1 Executives’ Compensation, Company Performance and

Ownership — 72
4.4.2 Challenges and Controversies — 73
4.5 Summary and Conclusion — 74

Part II: Transforming Japan’s Corporate Governance for a 
Sustainable Future

5 Three Arrows of Abenomics — 79
5.1 First Arrow: Aggressive Monetary Easing — 80
5.2 Second Arrow: Flexible Fiscal Policy — 84



Contents — IX

5.3 Third Arrow: Growth Strategy — 85
5.3.1 Corporate Tax Cuts----- 86
5.3.2 Abenomics and the Reform of Agriculture — 88
5.3.3 Abenomics’s Trade Policy: Trans-Pacific Partnership — 90
5.4 Abenomics and Labour Structural Reforms----- 92
5.4.1 Empowering Seniors, Women, and International Talent — 94
5.5 Summary and Conclusion — 98

6 Revitalising Japan: Corporate Governance Reform Under the Abe 
Administration —100

6.1 The New Corporate Governance System —102
6.2 The Ito Review (2014)------ 103
6.2.1 Fundamental Concerns —104
6.2.2 Fundamental Messages —104
6.3 Key Aspects of Corporate Governance Reform —106
6.3.1 Shareholder Rights —107
6.3.2 Independent Outside Directors —107
6.3.3 Transparency and Disclosure------ 108
6.3.4 Diversification------ 109
6.3.5 Enhanced Shareholder Engagement —109
6.4 Impact of Corporate Governance Reform and Abe’s Legacy —109
6.5 Ministry of Economy Trade and Industry Guidelines —115
6.5.1 METI’s Practical Corporate Governance Guidelines: Two Models —116
6.6 Prime Minister Shinzo Abe’s Corporate Governance Reform

Legacy —120
6.7 Summary and Conclusion —122

7 Corporate Governance and Stewardship Codes —124
7.1 Adoption of Corporate Governance Code (2015) —124
7.2 Key Principles and Provisions of the 2015 Code —125
7.2.1 Shareholder Rights and Transparency —127
7.2.2 Responsibilities of the Board —128
7.2.3 Role of Stakeholders —130
7.2.4 Information Disclosure and Transparency —131
7.2.5 Other Noteworthy Provisions —131
7.2.6 Key Points of the 2015 Corporate Governance Code Introduction —132
7.3 Revisions to the Corporate Governance Code: 2018 —132
7.3.1 Notable Changes and Additions —133
7.3.2 Key Points of the 2018 Code Revision —134
7.4 Revisions to the Corporate Governance Code: 2021 —135
7.4.1 2021 Code Revision Amid COVID-19 and Other Challenges —135
7.4.2 Rise of ESG Considerations —136



X Contents

7.4.3
7.4.4
7.5
7.5.1
7.5.2
7.5.3
7.6

8
8.1
8.1.1

8.1.2
8.2
8.2.1
8.2.2
8.3

9

9.1

9.1.1
9.2

9.2.1
9.2.2
9.2.3
9.2.4

10
10.1
10.1.1
10.1.2
10.1.3
10.1.4
10.1.5
10.2
10.2.1
10.2.2
10.2.3
10.2.4

Important Amendments and Additions----- 138
Key Points of the 2021 Code Revision----- 141
Stewardship Code----- 141
Stewardship Code Revision 2017----- 143
Stewardship Code 2020 Revision and Beyond----- 145
Key Points of the Stewardship Code Revisions----- 148
Summary and Conclusion----- 148

ESG in Japan: Reinventing Traditional Values —150
Reassessing Human Capital Management —151
Ito Report on Human Capital Management and Sustainable Corporate
Value----- 152
Corporate Examples of Enhancing Human Capital----- 154
Empowering Women----- 155
Promoting Gender Diversity in Corporate Governance —158
Corporate Examples of Promoting Women----- 159
Summary and Conclusion —160

Japan’s Environmental Strategy: Satoyama Concept, Climate Action, 
and Nature-Related Initiatives —161

Satoyama Concept - Harmonising Human and Natural
Ecosystems----- 162
Examples of Community Participation in Satoyama Initiatives —163
Recent Initiatives: Taskforce on Climate and Nature-Related Financial
Disclosures (TNFD)----- 165
Task Force on Climate-Related Financial Disclosures (TCFD) —166
Task Force on Nature-Related Financial Disclosures (TNFD)----- 167
Corporate Examples of Early Adaptation TNFD —168
Summary and Conclusion —169

Challenges and Future of Corporate Governance in Japan —171
Current Challenges in Corporate Governance in Japan —171
Board Structure and Effectiveness —171
Succession Planning----- 173
Gender Diversity----- 173
Language Barriers, Transparency and Disclosure —175
Challenges of Global Integration —176
Future of Corporate Governance in Japan —177
From Cross-Shareholding to Block-Shareholding —178
Evolution of Regulatory Framework —178
Increasing the Role of SDGs in Corporate Governance ——179
Embracing Technology and Digital Transformation —180



Contents — XI

10.3 Summary and Conclusion —181

References —183

Index —197


