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“What is the place and role of corporate governance in 
Japan?” 

A. Definitions of Corporate Governance 

Board Members act in the best interests of Shareowners; 
The Company acts in a lawful and ethical manner in their 
dealings with all stakeholders and their representatives; 
All Shareowners have the same right to participate in the 
governance of the Company and receive fair treatment 
from the Board and management, and all rights of 
Shareowners and other stakeholders are clearly 
delineated and communicated; 
The Board and its committees are structured to act 
independently from management, individuals or entities 
that have control over management, and other non-
Shareowner groups; 
Appropriate controls and procedures are in place 
covering management’s activities in running the day-to-
day operations of the Company; and 
The Company’s operating and financial activities, as well 
as its governance activities, are consistently reported to 
Shareowners in a fair, accurate, timely, reliable, relevant, 
complete and verifiable manner. 

The system by which companies are directed and controlled"

the relationships among the 
management, Board of Directors, controlling shareholders, 
minority shareholders and other stakeholders

Corporate governance involves a set of relationships between 
a company’s management, its board, its shareholders and 
other stakeholders. Corporate governance also provides the 
structure through which the objectives of the company are set, 
and the means of attaining those objectives and monitoring 
performance are determined
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B. The Role of Corporate Governance 

A. The Principles of Corporate Governance 

B. The Pillars of Corporate Governance 
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A. General Overview 

“East Asian and particularly Japanese capitalist structures 
emphasise trust, continuity, reputation and co-operation in 
economic relationships. Competition is ferocious, but co-
operation is extensive; the juxtaposition of apparently 
inconsistent forms of behavior may strike those schooled in 
Anglo-American capitalism as irrational, but for the Japanese 
the tension actually enhances the strength of each. There is 
even a widely quoted phrase for it—kyoryoku shi Negara 
kyosa—literally ‘co-operating while competing’, so that out of 
the subsequent chaos comes harmony”. 

The continental European and Japanese model of 
corporate enterprises are somewhat similar, in that a 
sense of corporate solidarity with social harmony is 
expected and actually exists. The Anglo-American model, 
by contrast, is based on a respect for individuality as the 
societal norm; a key factor defining the structure of 
corporate enterprise is the notion of a contractual 
relationship between equal individuals. In this Anglo-
American model, the governance of the corporation is 
based on the notion that shareholders are entitled 
contractually to claim the residual profit as the ultimate 
risk-takers of the corporation. In the continental 
European and Japanese models however, management 
and employees are recognized as institutionally 
cooperative in the context of corporate governance.  
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If you’re an employee and what you are looking for is 
a stable environment where you are unlikely to be laid 
off, especially in tough economic times or when the 
company you work for is hurting financially, then it can 
be viewed as a relatively good thing

But if you are a shareholder, and particularly if you 
are a minority shareholder, an investor, not one of these 
cross-shareholding shareholders, then you can really 
have your rights trampled on It can feel like the 
companies are not paying enough attention towards 
generating an adequate return on the investment you 
have made by buying their shares”, . “You seem 
to be put behind all other stakeholders in the chain.” 
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Minority shareholders or shareholders outside of the 
[keiretsu] group can be viewed as more of a nuisance, 
rather than a constructive contribution to how the 
company can be more effectively managed or made more 
profitable

“It’s like you have a house 
of your own and, suddenly out of nowhere, someone comes up 
and tells you he wants to marry your daughter because he has 
purchased 20 percent of your land

Tokyo’s key TV stations cover seven prefectures in 
the Kanto region – home to the most wealthy segment of 
the nation’s population
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B. Corporate Governance Principles in Japan According to 
the CG Code of 2015  
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Ellipses
éditions

The international scientific journal; Corporate Ownership & 
Control

Nominated 
President East Africa Chapter at Association of Forensic and 
Investigative Auditors AFIA

John Wiley & Sons Ltd
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