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Abstract 
Following the collapse of the Bubble economy in Japan, the banking supervisor (Ministry of 

Finance) and bank examiners were severely criticized from the media. The media insisted that 

there existed an intimate connection (corruption) between an examiner and a bank. Indeed, human 

capital has been the key element for banking supervision since the Meiji era in Japan. Yet, 

previous researches in relation to Japanese financial elites basically targeted at the Minister of 

Finance or the Governor of the Bank of Japan rather than the Director for the supervisory system.  

The purpose of the paper is to identify the career path including ‘Amakudari’ (after leaving the 

office) of the Director of the Financial Inspection Department in the Ministry of Finance. The 

transition of supervisory philosophy over time, the transformation of examination practices and 

the effect of the US Occupation reform were included. Thus, the paper explored the structure of 

the regulatory capture between an ex-Director and a bank in particular. 

 

The paper covered the forty-nine Directors of the Financial Inspection Department from 1927 to 

1998. The covered period was sectionalized into the following four terms – (1) 1927-1942, (2) 

1949-1965, (3) 1965-1981 and (4) 1981-1998. The Director’s education, tenure and career path 

including ‘Amakudari’ were identified quantitatively in each term, mainly based on the Official 

Gazette of Japan and the materials of the Ministry of Finance as well as social registers of Japan 

published by a private company. In addition, the personal history of the Director of the Financial 

Inspection Department who represented each term was detailed to complement the analysis.  

 

The findings of the paper are summarized as follows. First, due to the US Occupation reform in 

1949, the personnel practice of the Director of the Financial Inspection Department changed 

drastically. The expertness aspect rather than the generalist was required, and hence the graduate 

in economics was newly assigned to the position as well as the term of the Director was extended 

to three years. However, the new practices came to nothing quickly after 1965. Second, it became 

evident that none of the ex-Directors was successful in promotion to the administrative Vice 

Minister of the Finance. The motivation of the Director might be lower than other first-class 

positions. Third, half of the ex-Directors actually entered the banking sector as the president of 

the bank after leaving the office. Yet, it is note-worthy that most of them preferred a regional bank 

which did not suffer a critical bad loan problem. Therefore, the link between the ex-Directors and 

the Bubble economy in the late 1980s was not so much simple as generally considered.  

  

                                                  
1 Early draft. Do not quote. 
2 Contact: e-hotori@ynu.ac.jp 
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1. Introduction 
Human capital was one of the key elements for banking supervision (especially) in Japan since 

the supervisory system had been basically relied on the supervisor’s discretion rather than a rigid 

rule until the creation of the Financial Services Agency in 1998. The supervisor’s competence 

was considered to affect performance of (on-site) bank examination. Despite its importance, 

however, previous researches in relation to Japanese financial elites mainly covered the (Vice) 

Minister of Finance and the Directors of the important Bureaus as well as the Governor of the 

Bank of Japan.3 Japanese financial elites for banking supervision had not been explored yet.  

The previous paper traced the history of Japanese banking supervision, mainly focusing on its 

institutional aspect.4 This paper focused on the human capital aspect of banking supervision – 

targeting at the Director of the Financial Inspection Department in the Ministry of Finance. The 

number, tenure, education and career path including ‘Amakudari’ (after leaving the office) were 

identified in the paper.  

 

In Japanese financial history we had two controversy issues in relation to the paper’s research 

field. First, consequences of the US Occupation reform. As is well-known, Japanese banking 

supervisory system was drastically reformed under the US Occupation.5 Yet, the contents of the 

reform and especially its effect following the end of the Occupation were still an unexplored 

research theme. Second, the main cause of the ineffective banking supervision in the late 1980s 

(the period of the Bubble economy in Japan). A conventional (journalistic) view illustrated that 

there existed an intimate connection (corruption) between an examiner and a bank with a typical 

examples – two bank examiners were arrested for bribery and corruption scandals in 1998.6 In 

relation to the discussion, an academic research pointed out that bank examiners actually had 

precise information of the examined bank in several cases and that supervisory officers did not 

actively use those information under the optimistic economic/business prospects of the 

Government.7 The latter view indicated that the nature of the problem was derived from the 

supervisory effectiveness rather than the corruption. 

 

The paper explored the aforementioned questions. Hence, the main focusing point of the paper 

was the career path including ‘Amakudari’ of the Director of the Financial Inspection Department. 

Also, the paper examined the effects of the US Occupation reform in 1949 as well as the transition 

of supervisory philosophy over time and the transformation of examination practices. In addition, 

the link between an ex-Director and a bank in Japanese banking supervisory system was discussed 

to consider the structure of the regulatory capture. 

The paper was organized into four sections. The section 2 quantitatively detailed the career path 

of the Director of the Financial Inspection Department in the Ministry of Finance. All of the 

                                                  
3 Hata (2001). Yoshino (1976). 
4 Hotori (2011). 
5 Hotori (2005). 
6 The Nikkei (Nihon Keizai Shinbun) etc. 
7 Saito (1996) pp.117-125. 
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Directors (49 in total) from 1927 to 1998 were covered in the analysis. To complement the 

analysis of the previous section, the section 3 illustrated the career paths of the Directors by 

tracing the selected personal histories (Hoshino, Yamamoto and Niwayama). The section 4 

offered several concluding remarks on the paper. 

 

 

2. An analysis of career path of the Director of the Financial Inspection 

Department 
The paper covered the forty-nine Directors of the Financial Inspection Department from 1927 to 

1998. The covered period was sectionalized into the following four terms – (1) 1927-1942, (2) 

1949-1965, (3) 1965-1981 and (4) 1981-1998. The Directors’ education, career (including 

‘Amakudari’) and tenure were identified quantitatively. The analysis based on the Official Gazette 

of Japan and the materials of the Ministry of Finance as well as social registers of Japan published 

by a private company. 

 

(1) Education 

Table 1 provides the summary of an academic background of the Director of the Financial 

Inspection Department in the Ministry of Finance. Except for the term 2, almost all of the 

Directors were categorized as the elite man from the faculty of law graduates of the University of 

Tokyo. The Directors from other faculty graduates of other universities or even of the same 

university were quite rare. Rack of diversity is a feature of the Director’s academic background. 

Thus, the Director who majored in law commonly preferred to consider that banking supervision 

was primarily a mere check whether a bank complied the Banking Act and the administrative 

guidelines of the Ministry of Finance. 

 

Table 1. Academic background of the Director of the Financial Inspection Department 

University   Tokyo   Tohoku Kyoto Hitotsubashi

Faculty Law Economics Science Law Economics Commerce 

Term1 (1927-42) 11 0 0 0 1 0 

Term2 (1949-65) 4 3 0 1 0 1 

Term3 (1965-81) 11 1 1 1 0 0 

Term4 (1981-98) 11 2 0 0 1 0 

Sources: Ministry of Finance (1973). Jinji Koshin-jo (1979-93, 2001). Nichigai Associates (2001, 2004).  

 

However, the term 2 looks special throughout all periods. Under the US Occupation (1945-51), 

the conventional banking supervision in Japan was drastically reformed toward the American-

style supervisory system. The specialized knowledge of economics was attached greater 

importance, and thus a high officer from the faculty of economics graduate of the University of 

Tokyo was newly assigned to the Director of the Financial Inspection Department. Over the term 

2 this new personnel practice appeared to be established, since Makino, a graduate of Hitotsubashi 

University, was assgined to the Director after the US Occupation (1963-65). Also, Takahashi, a 
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graduate of Tohoku University, was assigned to the Director (1959-62). The diversity of academic 

background had been ensured temporarily until 1965. Yet, the new personnel practice was 

abolished without noticing. Throughout the term 3, only three persons who were not from the 

faculty of law graduates of the University of Tokyo out of 14 were assigned to the Director. The 

diversity quickly disappeared by the end of the term 3, and was never seen its resurgence. 

 

(2) Career 

a) Amakudari (after leaving the office) 

Table 2 provides the summary of the main career of the ex-Director of the Financial Inspection 

Department after leaving the office. The Ministry of Finance commonly arranged a good post 

such as a member of the board at public financial institutions for high officers when leaving the 

office. Yet, the person was expected to retire in the first 4-6 years and to find the second (real) 

place for work. That made it difficult to figure out which the main career was for an ex-Director 

since that was not all the cases. In the paper, the main career was based on the second (or third) 

place for work, rank of the position and the length in the position.  

 

Regarding the term 1, five persons out of 12 ex-Directors entered the special (governmental) 

banks – Bank of Japan, Bank of Taiwan, and Bank of Korea – after leaving the office. Rest of the 

ex-Directors entered a national (war) policy company such as South Manchuria Railway. After 

the war, several ex-Directors moved to the public financial institutions/association mainly for the 

small/medium sized companies as the president. The wartime economy appeared to affect the 

place for work after leaving the office for the term.  

Regarding the term 2, it is note-worthy that only one ex-Director worked for a private bank as his 

main career. Three persons out of 9 ex-Directors worked for the private financial institutions (not 

banks) – Yamaichi Securities Investment Trust Company, Fuji Fire and Marine Insurance 

Company, or Nihon Housing Loan Company (Jusen – similar to the British Building society) – 

as the president.  

Regarding the term 3, a clear pattern was observed. Seven persons out of 14 ex-Directors entered 

the private banks. Six of them worked for the regional banks – Senshu Bank, Kyowa Bank, 

Nishinihon Bank, Saitama Bank,8 Daisan Bank, or Jouyo Bank – as the president or the vice-

president, and one of them worked for the city bank – Nippon Credit Bank – as the president. 

Also, three ex-Directors entered the financial sector – Nihon Housing Finance (Jusen), Nippon 

Cash Service, or Shinkin Central Bank (similar to the British Credit union) – as the president. In 

total ten ex-Directors were in the position of the top executive of the financial institutions over 

the Bubble economy period (1986-90). 

Regarding the term 4, a similar pattern was observed. Five persons out of 13 ex-Directors9 

                                                  
8 Saitama Bank converted into a city bank administratively in 1969. Yet, the character remained relatively 
similar to the business of a regional bank such as Yokohama Bank. 
9 There were 14 ex-Directors over the period. Yet, S. Hatakeyama died in 1995 just after retiring from the 
position of the administrative vice-Minister of the Defense Agency. 
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entered the private banks, and most of them worked for the regional banks – Higashinihon Bank, 

Sagakyoei Bank, or Tomato Bank – as the president. Yet, it is note-worthy that the persons who 

had been in the position of the Director of the Financial Inspection Department over the period 

from 1983 to 1993 did not enter a private bank presumably due to criticism from the public 

(media). 10  Instead, five ex-Directors entered the financial sector – Osaka Exchange, Japan 

Earthquake Reinsurance, Yamatane Securities, Japan Securities Depository Center, or Rokinren 

Bank (the central bank of worker's credit unions) – as the president. In total ten ex-Directors 

entered the financial industry as the top executive mostly after the collapse of the Bubble economy 

(1991- 2007).  

 

Table 2. Main career of the ex-Director of the Financial Inspection Department after leaving the 

office 

  Financial sector Non-financial sector 
Non-business 

sector 
Total

 

City 

bank  

Regional 

bank,  

including 

Secondary 

Special 

bank / 

Foreign 

bank 

Insurance, 

securities 

or finance 

company 

Real-

estate 

company

Manufacturing Diet 

member 

Other  

Term1 (1927-42) 2 1 5 0 1 2 0 1 12

Term2 (1949-65) 1 0 1 3 1 2 0 1 9

Term3 (1965-81) 1 6 0 3 0 2 2 0 14

Term4 (1981-98) 1 3 1 5 2 0 0 1 13

Total 5 10 7 11 4 6 2 3 48

Sources: Ministry of Finance (1973). Jinji Koshin-jo (1979-93, 2001-09). Nichigai Associates (2001, 2004). 
Notes: Generally, a retired high officer changes a place (company) for work twice or more times. Main 

career is based on the rank of the position and the term in the position. Hatakeyama is not included 
in the Table, since he died just after leaving the office. 

 

It is evident that most of the ex-Directors of the Financial Inspection Department entered the 

financial sector as the top executive of the institutions throughout the term 3 and term 4 (1965-

98). The public (media) severely criticized the connection between the financial industry and the 

Ministry of Finance (‘Amakudari’) as the typical moral hazard. However, it is note-worthy that 

most of the ex-Directors entered a regional bank which did not suffer a critical bad loan problem. 

As is well-known, serious problems took place among city banks, housing finance institutions 

(Jusen) and agricultural cooperatives.11 In addition to the purpose of avoiding the public criticism, 

the ex-Directors presumably preferred to enter a regional bank since they could access to rich 

confidential information of a city bank – indicating bad financial condition.  

Eventually, in total three ex-Directors entered a city bank, and two ex-Directors entered the 

housing finance institutions in the postwar period. The actual figure is much smaller than the 

general image. Also, at least one ex-Director, H. Kubota, entered the Nippon Credit Bank quite 

reluctantly.12 Hence, the moral hazard criticism was not appropriate to the case with the link 

                                                  
10 Actually, there was one exceptional case – Y. Ezawa entered the UBS Trust & Banking as the president 
of the office in Japan. 
11 Ishii (2014) pp.277-284. 
12 Editorial Committee of In memory of Kubota Hiroshi (2014) p.148. 
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between an ex-Director and the Bubble economy. 

 

b) Before/after assigned to the Director 

Japanese bureaucracy has the internal promotion system. The career track is basically similar path 

for a high officer,13 although not all the cases. The ultimate goal of an ambitious high officer is 

to become an administrative Vice Minister of the dominant Ministry. Yet, the promotion race is 

highly competitive, and hence most of the high officers’ goal are practically to become the 

Director-General of the important Bureau. The age when a high officer was assigned to the 

position of the Director of the Financial Inspection Department in the Ministry of Finance was 

commonly 47-50.  

Table 3 and Table 4 provide the summary of the position before/after becoming the Director of 

the Financial Inspection Department. Also, Table 5 provides the selected summary of the highest 

position of the ex-Director before leaving the office.  

 

Regarding the term 1, the career path looks quite simple. Four persons out of 12 were from the 

director of the Ordinary Bank Division, and other four were from the director of the other 

Divisions in the Ministry of Finance. After passing the chair of the position, five persons out of 

12 were successful in promotion to the Director-General of the Banking Bureau or other Bureaus 

in the Ministry of Finance. Also, two ex-Directors left the office just after passing the chair.  

Regarding the term 2, the career path thoroughly changed from the prewar period. Due to the US 

Occupation and reform, the previous career path was abolished, and various tracks were prepared 

for a high officer in the period. Two persons out of 9 were from the head of a regional Customs 

under the Ministry of Finance, and other two were from the director-general of a local Finance 

Bureau under the Ministry of Finance. The local Finance Bureaus were mainly in charge of the 

supervisory activities to the small local banks – Shinkin Banks (Credit Unions). Hence, the career 

path worked as the training track to be promoted to the Director of the Financial Inspection 

Department. After passing the chair of the Director, no one was promoted to the Director-General 

of the Banking Bureau. Just one ex-Director was promoted to the Director-General of the Customs 

and Tariff Bureau. Seven ex-Directors were transferred to the various positions including the 

Cabinet Secretariat and the head of the economy in the Imperial Household Agency. Later, three 

ex-Directors were successful in promotion to the Director-General of other Bureaus in the 

Ministry of Finance.  

Regarding the term 3, a new pattern of the career path was observed. Six persons out of 14 were 

from the director-general of a local Finance Bureau, and other four were from the head of a 

regional Customs. After passing the chair of the position, two ex-Directors were successful in 

promotion to the Director-General of the Printing Bureau in the Ministry of Finance, and four ex-

Directors were promoted to the Deputy Director-General in the Ministry of Finance. Eventually, 

two ex-Directors were successful in promotion to the Commissioner in the National Tax Agency 

                                                  
13 In Japan a high officer is distinguished from the officer at the stage of the recruitment examination. 
The graduate of the University of Tokyo is an implicit strong condition to be accepted. 
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or the administrative Vice Minister in the National Land Agency, and four ex-Directors were 

promoted to the Director-General of the Banking (or Financial) Bureau in the Ministry of Finance. 

In addition, two (J. Matsumoto and K. Tanigawa) ex-Directors were elected to the Diet after 

leaving the office, and Matsumoto was appointed as the Director-General of the Defense Agency. 

Regarding the term 4, a similar pattern was clearly observed. Four persons out of 14 were from 

the director-general of a local Finance Bureau, and other four were from the head of a regional 

Customs. After passing the chair of the position, three ex-Directors were successful in promotion 

to the Director-General of the Printing Bureaus or of the Mint in the Ministry of Finance, and 

three ex-Directors were promoted to the Deputy Director-General in the Ministry of Finance.14 

Eventually, it was evident that most of the ex-Directors in the term 4 were successful in promotion 

compared to other terms. Six ex-Directors became the administrative Vice Minister in the 

National Land Agency, in the Defense Agency, or in the Environment Agency. Also, three ex-

Directors were promoted to the Director-General of the Financial/Securities/International Finance 

Bureau in the Ministry of Finance. 

 

Table 3. Position just before assigned to the Director of the Financial Inspection Department 

  

Head of a 

Regional 

Customs 

Head of a 

Regional 

Taxation 

Bureau 

Director of 

the Ordinary 

Bank Division

Director-

general of a 

Local Finance 

Bureau 

Director of 

other 

divisions 

Other Total

Term1 (1927-42) 1 0 4 0 4 3 12

Term2 (1949-65) 2 1 0 2 2 2 9

Term3 (1965-81) 4 1 0 6 0 3 14

Term4 (1981-98) 4 1 0 4 1 4 14

Total 11 3 4 12 7 12 49

Sources: Government Printing Bureau (1927-98). 

 

Table 4. Position just after passing the chair of the Director of the Financial Inspection 

Department 

  

Director-

General of 

a Bureau 

Deputy 

Director-

General of 

a Bureau 

Head of 

the Tokyo 

Taxation 

Bureau 

Head of 

a 

Regional 

Customs

Director-

general of 

a Local 

Finance 

Bureau 

Councilor 

of the 

Minister’s 

Secretariat

Other Leave 

the 

office 

Total

Term1 (1927-42) 5 0 0 1 1 0 3 2 12

Term2 (1949-65) 1 1 0 0 0 1 5 1 9

Term3 (1965-81) 2 3 1 0 1 4 3 0 14

Term4 (1981-98) 3 5 1 0 0 4 1 0 14

Total 11 9 2 1 2 9 12 3 49

Sources: See Table 3. 

 

It is note-worthy that no one was successful in promotion to the administrative Vice Minister of 

Finance throughout all periods. Therefore, the position of the Director of the Financial Inspection 

                                                  
14 In addition, one ex-head was promoted to the equivalent position in the Ministry of Defense. 
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Department in the Ministry of Finance did not appear to be the best career path for ambitious high 

officers. Although not the best, the position was good enough since an ex-Director was finally 

possible to be promoted to an administrative Vice Minister of other than the Ministry of Finance. 

However, the motivation for a high officer to be assigned to the Director was not probably so 

much high as other first-class positions. The modest motivation might not affect the banking 

supervision toward a positive way especially in operation.  

 

Table 5. Highest position of the ex-Directors before leaving the office 

  

Administrative 

Vice Minister 

of the 

Finance 

Administrative 

Vice Minister 

of other than 

the Ministry of 

Finance 

Director-

General of 

the Banking 

Bureau 

Director-

General of 

the 

Financial 

Bureau 

Director-

General of 

other 

Bureaus in 

the Ministry 

of Finance 

Director-

General of a 

Bureau in 

other than 

the Ministry 

of Finance 

Term1 (1927-42) 0 0 3 2 3 0

Term2 (1949-65) 0 0 1 0 6 1

Term3 (1965-81) 0 2 3 2 5 0

Term4 (1981-98) 0 6 0 1 5 1

Sources: Government Printing Bureau (1928-2002). 
Notes: The selected positions are limited to high rank. The figure is smaller than the total number in each 

term since several ex-Directors left the office before reaching a high rank position. The figure 
includes double counting, since several successful officers were assigned to the multiple high rank 
positions in series.  

 

(3) Tenure 

Table 6 provides the summary of the tenure months as the Director of the Financial Inspection 

Department in the Ministry of Finance. It is note-worthy that the tenure regarding the term 2 was 

relatively longer than other periods. The US Occupation and reform affected the tenure longer 

term (almost two years – still shorter than other countries), which was an attempt implementation 

to transform the Director position toward more of an expert rather than a generalist. However, the 

US attempt came to nothing. Regarding the term 3, the tenure declined to almost one year, and 

the standard deviation was lowest among all of the terms. The figures indicated that the Director 

was probably recognized as a kind of ‘stopgap’ position. The pattern was also observed in the 

term 4. Eventually, the character of the Director position had been a generalist since 1965.  

 

Table 6. Tenure months as the Director of the Financial Inspection Department 

  Avg. Max. Min. S.D. 

Term1 (1927-42) 15.7 24 6 6.37 

Term2 (1949-65) 22.6 40 9 9.72 

Term3 (1965-81) 13.4 20 9 3.22 

Term4 (1981-98) 14.4 24 10 5.05 

Sources: See Table 3.  
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3. A personal history of the Director 
To complement the analysis in the previous section, a personal history of the Director of the 

Finance Inspection Department in the Ministry of Finance was detailed in the section. As the 

previous section was evident, the features of the term 3 was almost same as the term 4. Hence, 

three directors who represented each period (term 1, 2 and 3) were selected respectively. 

Autobiographies and relating materials were explored for the research. 

 

(1) Kiyoji Hoshino15 

Kiyoji Hoshino (1893-1979), whose father was a merchant of a Sake brewing company in Tohoku 

(Aizu), and a faculty of law graduate of the University of Tokyo, entered the Ministry of Finance 

in 1918. His first boss was Makoto Fujii – later Fujii became the Minister of Finance in 1934 as 

the successor of Korekiyo Takahashi. Following assigned to the tax office in north Osaka as a 

district director, Hoshino worked as a bank examiner for four years. For exercising on-site 

examinations from city banks to local banks, Hoshino travelled across the country, and he visited 

to have an interview with a lot of presidents of the examined banks. After assigned to the position 

of the director of the Special Banks Division, Hoshino was promoted to the Director of the Bank 

Inspection Division in 1936.  

In October 1937, Hoshino made a speech on bank examination to country bankers, which provides 

details of bank examination and its philosophy at that time.16 First, the “protection of depositors” 

was newly emphasized as the main purpose of bank examination. This shift reflected the increase 

of middle-class depositors as the result of the economic growth. Unlike the American system 

expenses for bank examination were financed by tax, and accordingly Japanese banks never had 

to pay examination fees. Second, the main role of bank examiners shifted to consultation with 

examined bankers concerning their management. Examiners were expected to offer support in an 

effort to ensure proper practice in bank management. On this issue Hoshino stated that:  

“Cooperation between bankers and examiners was indeed important. Without hesitation bankers should ask 

examiners the ways of improvement. Examiners shared similar ‘mindset’ with examined banks which 

enabled improvement… Bank examiners were just like ‘doctors’. Although ‘a good medicine sometimes 

tastes bitter’, bankers should follow examiners’ orders in the aftermath of the on-site examination”.17 

Third, Hoshino stressed the following lending items should be examined carefully: bad loans, 

large loans and insider loans. Insider loans were arguably the most “troublesome” as interlocking 

directors were susceptible to the temptation of breaking the practical rules of sound banking (a 

kind of moral hazard). Furthermore, he asserted that most bank failures had been caused by bad 

insider loans. In his experience, if a bank had already given insider loans, non-insider borrowers 

blamed bank management for their problems to avoid collection. Thus, the disposition of bad 

loans tended to be delayed. To make matters worse, insider loans were occasionally of a higher 

value, and thus were often deemed to be ‘dangerous’. 

                                                  
15 Hoshino (1967). Jinji Koshin-jo (1979). 
16 Hoshino gave this long speech for two days (11-12 Oct. 1937). 
17 Hoshino (1937) pp.15-20, 62-63. The manuscript was translated by the author of the paper. 
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After leaving the Ministry of Finance, Hoshino entered the Bank of Korea as a member of the 

board in 1938. Seven years later, Hoshino was promoted to the vice-president of the Bank of 

Korea. On the end of the Second World War, Hoshino worked at the head office in Seoul. Thus, 

in the immediate postwar period Hoshino as the vice-president dealt with disposition and 

liquidation of the Bank under the direction of the US Occupation authorities. Although Hoshino 

was listed in the economic purge in 1947, the purge was dissolved in 1951. Hoshino eagerly 

endeavored to reorganize the Bank of Korea into the Nippon Fudosan Bank (later Nippon Credit 

Bank). Since the creation of the Nippon Fudosan Bank in 1957 Hoshino had been in the position 

of the president of the Bank for twelve years, and he retired in 1970. 

 

(2) Kikuichiro Yamamoto18 

Kikuichiro Yamamoto (1912-2004), whose father was a principal of Oita College of Commerce 

in Kyushu, a faculty of economics graduate of the University of Tokyo, entered the Ministry of 

Finance in 1935. Yamamoto was mostly assigned to the Banking Bureau in his early career. 

Following the end of the Second World War, Yamamoto worked for the tax affairs mostly at the 

Tokyo Finance Bureau. After working as a bank examiner for eight months, Yamamoto was 

promoted to the Director of the Bank Inspection Department in 1950. Yamamoto was in the 

position for three years and four months – the longest term ever and after. Yamamoto’s academic 

background (Economics, not Law) and his long term in office was in line with the policy of the 

General Headquarters of the Allied Forces (GHQ).  

As the Director of the Bank Inspection Department (and a specialist of economics), Yamamoto 

first learned the American supervisory style. Yamamoto visited the United States for five months 

in 1951. Also, in Japan he was given several lectures from the US high officers (Lahman and 

Ladas) who had a career of the bank examiner in the United States. Yamamoto understood an 

ideal supervisory manner as follows:19 First, banking supervision should be based on the on-site 

examination to all branches of an examined bank. Second, the Ministry of Finance should 

formalize the criteria for valuation of loans, and hence the report on examination should be unified 

and printed. Third, the purpose of banking supervision was primarily protection of depositors as 

well as contribution to the regional community. However, several American ways – charging 

examination fee and the rule-based supervisory manner rather than the supervision on a 

discretionary basis – were not adopted in Japan eventually. Especially, Yamamoto maintained a 

critical attitude toward the American rule-based supervisory manner.20  

After leaving the Ministry of Finance, Yamamoto entered the Export-Import Bank of Japan as a 

member of the board in 1961. Six years later, Yamamoto entered the Coca-Cola Bottlers Japan 

Association as the director of the board. This personnel was probably thanks to the connection 

with the US high officers as well as Yamamoto’s highly developed English skills, since the Coca-

                                                  
18 Jinji Koshin-jo (1991). Ministry of Finance (1973).  
19 Yamamoto (1975) pp.77-83.  
20 Ministry of Finance (1952) pp.413-414. 
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Cola Japan was originally established for the US Allied Occupation forces. Yamamoto was in the 

position for ten years. After retiring, Yamamoto became a senior advisor of the Dresdner Bank 

AG in 1980. 

 

(3) Keiichiro Niwayama21 

Keiichiro Niwayama (1917-2012), whose father was a famous artist of Japanese paintings in 

Osaka,22 and a faculty of law graduate of the University of Tokyo, entered the Ministry of Finance 

in 1941. His main boss was Hayato Ikeda – later Ikeda served as the Prime Minister during 1960-

64.23 In the beginning of his career, Niwayama was assigned to the local tax office in Nara as a 

district director. During the US Occupation, Niwayama worked for designing the new National 

Public Service Act, which was a drastic reform under the pressure of the General Headquarters of 

the Allied Forces (GHQ). Following the end of the US Occupation, Niwayama was promoted to 

the Tax Bureau as the director of the Research Division during 1952-55, and then assigned to the 

Bureau of Finance as the director of the Economic Division during 1956-60. Due to tuberculosis 

he was in a sanatorium for two years. Following the sick leave, he was promoted to the Director 

of the Bank Inspection Department in 1965. 

As the Director of the Bank Inspection Department, Niwayama was negative to the American 

supervisory manner which included management consultation. In his opinion, bank examination 

by the Ministry of Finance did not include the consulting services since the examination fee was 

financed by tax unlike the US. Niwayama’s ideal supervisory manner was merely to check the 

examined banks’ compliance including accuracy of the financial statements. It is note-worthy that 

Niwayama’s view was opposite to the previous attitude toward the supervisory manner.24 That 

was probably typical logic of law graduates of the University of Tokyo. 

After leaving the Ministry of Finance, Niwayama entered the Japan Finance Corporation for 

Small and Medium Enterprise as a member of the board in 1967. The remuneration of Niwayama 

of the last year in the Ministry of Finance was 2,100,000 JPY per year.25 Four years later, 

Niwayama was asked to undertake the position of the president of the Nihon Housing Finance 

(Jusen) to lead its creation by the Sanwa Bank. Niwayama stressed that this appointment was not 

a kind of ‘Amakudari’, since the Ministry of Finance had no involvement in the personnel. 

Niwayama had been in the position of the president of the company for twenty years, and he 

retired in 1992 when Japanese Bubble economy was in collapse. 

 

 

4. Concluding remarks 
The analysis of the paper is summarized as follows. First, due to the US Occupation reform in 

                                                  
21 Niwayama (2008). Jinji Koshin-jo (1991). 
22 According to his reminiscence, his father, Koen Niwayama, was ‘hot’ among owners of Zaibatsu in 
Osaka, especially to Kuhara and Fujita. Thus, Niwayama was relatively wealthy family then. 
23 Ikeda’s ‘income-doubling plan’ is well-known economic policy in Japanese history. 
24 According to Niwayama (2008), this Niwayama’s view was not held by the successors (p.364).  
25 Niwayama (2008) p.377. The remuneration was almost half of an equivalent position in a private bank.  
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1949, the supervisory manner as well as the personnel practice of the Director of the Financial 

Inspection Department changed drastically. The expertness aspect rather than the generalist was 

required, and hence the graduate in economics was newly assigned to the position as well as the 

term of the Director was extended to three years. However, the new practices came to nothing 

quickly. Since 1965 almost all high officers from the faculty of law graduates of the University 

of Tokyo had been assigned to the Director. As the cases of Yamamoto and Niwayama indicated, 

the Directors were basically reluctant to follow the American style supervisory manner.  

Second, it was identified that none of the ex-Directors was successful in promotion to the 

administrative Vice Minister of the Finance. The position of the Director was not sufficiently 

attractive for an ambitious high officer. The motivation of the Director was probably lower than 

other first-class positions such as the director of National Tax Division. 

Third, almost half (22/48) of the ex-Directors entered the banking sector as the president of the 

bank after leaving the office. Yet, it is note-worthy that most of them preferred to enter a regional 

bank which did not suffer a critical bad loan problem. As is well-known, serious problems took 

place among city banks, housing finance institutions (Jusen) and agricultural cooperatives. The 

ex-Directors presumably avoided to enter a city bank since they could access to confidential 

information of a city bank which contained the detailed financial statements indicating bad 

condition.26 In addition, Niwayama’s case (entering a Jusen company as the president) indicated 

that ‘Amakudari’ was not always supported by introduction of the Ministry of Finance. 

 

In summary, the findings of the paper indicated that the link between the ex-Directors and the 

Bubble economy in the late 1980s was not so much simple as generally considered. Following 

the collapse of the Bubble economy, the Ministry of Finance and bank examiners were severely 

criticized from the media. The media insisted that there existed an intimate connection 

(corruption) between an examiner and a bank. Actually, two bank examiners were arrested for 

bribery and corruption scandals in 1998. Also, an ex-Director of the Financial Inspection 

Department, H. Kubota, who worked for the Nippon Credit Bank as the president, was arrested 

for accounting fraud (hiding bad loans) in 1997.27 Amid a frenzy of the media, the Financial 

Inspection Department was separated from the Ministry of Finance in 1998, and the Financial 

Services Agency was newly created directly under the Cabinet Office. The prosecutor’s power 

was enhanced since the first Commissioner of the FSA, Masaharu Hino, was appointed from the 

Superintending Prosecutor of the Nagoya High Public Prosecutors Office.28 However, the paper 

did not significantly observe the corruptive connection between an ex-Director and a city bank 

(or a Jusen).29  

 

                                                  
26 An ex-Director, H. Kubota, entered a city bank (the Nippon Credit Bank) in 1993 quite reluctantly.  
27 Eventually, an absolute sentence was pronounced regarding this case in 2011. That was reasonable 
consequences judging from Kubota’s context of entering the bank. Kubota died in 2013. 
28 Togo (2014) pp.28-29. 
29 Recently, it was pointed out that the media, the public and even the judges lost composure in the late 
1990s. Kobayashi (2014) pp.14-18. 
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Nonetheless, high remuneration of a private bank was considered to be attractive for an ex-officer 

at least in principle. In the future research, the link between an ex-Director (later, an ‘Amakudari’ 

president of financial institutions) and performance of the financial institutions which accepted 

an ex-Director as the president can be examined quantitatively with discriminating the timing 

(pre-, during or post-Bubble period) of entering financial institutions. The real structure of the 

regulatory capture should be carefully explored for further research. 
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