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Abstract

Corporate Governance is including a problem of Institutional Complementarity. In Japanese firms,
Institutional Complementarity between some sub—systems, which is Employee governance and Long—term
employment system (Lifetime employment and Seniority) and stable Ownership structure (Main—bank system
and Cross—shareholdings) and continuous Corporate transactions (Keiretsu) , was generally very strong
And it can be presumed the source of competitiveness of Japanese firms.

But an upheaval of environment, which was caused by internal factor (substantial collapse of
Main—bank system and cancellation of cross—shareholdings) and external pressure (increase of foreign
shareholders ratio) , also induced a transitional shift to Shareholder governance from Japanese
traditional governance. And I have a problem consciousness that a mismatch between some sub—systems
may have occurred.

Under the globalized business environment of recent, reforms of control against the Management is
progressing in the regal system of Japan. And the Management of most have also fully recognized the
inevitability of shift to management that meets the Sharehodler’ s profit based on global standards.
However long—term employment system is still preserved in the majority of Japanese firms.

Coherence of Institutional structure is not permanent but changeable, so it is essential that a
construction of new institutional system will be required with the severe change of business

environment in Japanese Corporate Governance
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