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Recent research indicates the joint stock form was not a superior type of business
organization in many countries historically. In Japan, however, its role was more
pervasive. From 1896 to 1939 joint stock enterprises accounted for 44 percent
of registered businesses and 80 percent of total capital. From 1922 to 1939 these
enterprises outperformed other forms and generated 94 percent of aggregate
SUR¿WV([WHUQDO¿QDQFHIDFWRUV-DSDQ¶VGHYHORSPHQWSKDVHLQGXVWULDOVWUXFWXUH
public policy, and culture led to high joint stock usage. The private limited liability
company, introduced in 1938, did not displace the joint stock form.

T

raditionally joint stock corporations have been seen as indispensable to rapid economic progress because they foster capital pooling,
risk sharing, and governance (e.g., Cochran 1977; Chandler 1977), but
recent research has shown that when alternative forms were available
LQ KLVWRU\ VSHFL¿FDOO\ WKH SULYDWH OLPLWHG OLDELOLW\ FRPSDQ\ 3//& 
then the joint-stock form was adopted much less frequently. Timothy
*XLQQDQH HW DO   GRFXPHQW WKDW ODZV LQWURGXFLQJ WKH 3//& ¿UVW
emerged in 1892 in Germany with the Gesellschaft mit beschränkter
Haftung *PE+ %ULWDLQDXWKRUL]HG3//&VWREHHVWDEOLVKHGIURP
DQG)UDQFH¶VYHUVLRQRIWKH3//&WKHSociété à Responsabilité Limitée,
was widely adopted following its introduction in 1925. When the United
6WDWHVSURYLGHGDV\VWHPDWLFIUDPHZRUNIRUWKHRUJDQL]DWLRQRI3//&VLQ
the late twentieth century, Guinnane et al. argue that small- and mediumVL]HGEXVLQHVVRZQHUVZHUH¿QDOO\OLEHUDWHGIURPWKHUHVWULFWLRQVDVVRFLated with the corporate form.
This article studies the adoption and performance of business organizational forms in Japan during the late nineteenth and early twentieth
FHQWXULHV:KLOHDGRSWLRQKDVEHHQVWXGLHGH[WHQVLYHO\LQDQXPEHURI
FRXQWU\FRQWH[WVODFNRIGDWDKDVSUHFOXGHGSHUIRUPDQFHDVVHVVPHQWV
This is an important omission because evaluating the performance of
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enterprises by their organizational form permits much broader conjectures to be made concerning the relationship between the structure of
HQWHUSULVHDQGHFRQRPLFSURJUHVV)RUH[DPSOH7KRPDV2ZHQ  
DUJXHVWKDWHFRQRPLFJURZWKZDVFRQVWUDLQHGLQWKH5XVVLDQ(PSLUHE\
especially restrictive corporate laws and bureaucratic regulation, while
7LPXU .XUDQ   PDLQWDLQV WKDW DQ DYHUVLRQ WR WKH FRUSRUDWLRQ LQ
,VODPLFODZKHOGEDFNWKHGHYHORSPHQWRIWKH2WWRPDQ(PSLUH
New data were assembled from Japanese governmental reports and
consist of a long panel on the organization and performance of enterprise
for the 47 prefectures from 1896 to 1939. The dataset is constructed at
the level of legal form, by industry, by prefecture, and by year. For the
44-year time period the dataset includes the number of enterprises by
W\SHRIOHJDORUJDQL]DWLRQDOVWUXFWXUHDQG¿QDQFLDOYDULDEOHVLQFOXGLQJ
the value of authorized and paid-up capital. During the early 1920s the
Division of Statistics of the Ministry of Agriculture and Commerce started
WRFROOHFWDGGLWLRQDOGDWDRQWKHQHWSUR¿WVDQGORVVHVRIMRLQWVWRFNFRUSRrations [Kabushiki Kaisha], limited partnerships [Goushi Kaisha], and
unlimited partnerships [Goumei Kaisha]. Therefore, between 1922 and
1939 performance outcomes can by analyzed.
7KHDUWLFOHKDV¿YHPDLQSDUWV)LUVW,SURYLGHDEULHIKLVWRULFDOEDFNground. Second, I document the data construction effort and present
descriptive evidence on enterprises by type of legal organization over
time, across prefectures and industries. Heavy use of the joint stock
form stands out. Joint stock companies accounted for the largest share
of all registered enterprises, followed by limited partnerships and unlimited partnerships. The share of enterprises by type remained roughly the
VDPH DFURVV SUHIHFWXUHV 7KH ODUJHVW VKDUH RI MRLQW VWRFN ¿UPV H[LVWHG
LQWUDQVSRUWDWLRQDVHFWRUUHO\LQJKHDYLO\RQH[WHUQDO¿QDQFH$VZRXOG
EHH[SHFWHGMRLQWVWRFN¿UPVZHUHFRQVLGHUDEO\ODUJHUWKDQOLPLWHGDQG
unlimited partnerships.
7KLUG , UHODWH WKH GHVFULSWLYH HYLGHQFH WR WKH H[LVWLQJ OLWHUDWXUH WR
SURYLGH SRWHQWLDO H[SODQDWLRQV IRU ZK\ WKH XVH RI WKH MRLQW VWRFN IRUP
was so dominant. While a range of idiosyncratic factors mattered, main
H[SODQDWLRQV LQYROYH WKH SURYLVLRQ RI H[WHUQDO ¿QDQFH GHYHORSPHQW
SKDVHDQGLQGXVWULDOVWUXFWXUHDQGFXOWXUHDQGSXEOLFSROLF\6SHFL¿FDOO\
ZRUN E\ <RVKLUR 0LZD DQG - 0DUN 5DPVH\HU   KLJKOLJKWV WKDW
Japanese businesses relied heavily on equity as opposed to bank debt. As
VXFKH[WHUQDO¿QDQFHFRQVLGHUDWLRQVZRXOGKDYHELDVHGRUJDQL]DWLRQDO
choices towards the joint stock form. So too would the capital intensity
demands of modernization (Tang, 2011). In terms of industry structure
the conglomerate form, or zaibatsuLVLQH[WULFDEO\OLQNHGZLWK-DSDQHVH
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enterprise history. After about 1910 most zaibatsu began to reorganize
from unlimited or limited partnerships to joint stock enterprises under
a holding company arrangement. Finally, policy makers chose to make
the joint stock form widely accessible, while cultural factors meant joint
stock corporations had a particularly high prestige status.
)RXUWKWKHQHZGDWDDUHXVHGWRFRQVLGHUWKHHFRQRPLFVLJQL¿FDQFH
RIHQWHUSULVHVDVPHDVXUHGE\WKHLU¿QDQFLDOSHUIRUPDQFH)RUWKHSHULRG
between 1922 and 1939 joint stock corporations accounted for most of
DJJUHJDWHSUR¿WVDQGSDQHOUHJUHVVLRQVVKRZWKH\SHUIRUPHGEHWWHUWKDQ
XQOLPLWHG DQG OLPLWHG SDUWQHUVKLSV RQ D UHWXUQ RQ HTXLW\ 52(  EDVLV
$GGLWLRQDO VSHFL¿FDWLRQV DWWHPSW WR DGGUHVV WKH SRVVLELOLW\ WKDW EHWWHU
SHUIRUPLQJEXVLQHVVRZQHUV LQ52(WHUPV PD\KDYHFKRVHQWRDGRSW
the joint stock form, perhaps to attract more outside capital. While endogeneity concerns cannot be ruled out, linking the descriptive results with
H[LVWLQJ HYLGHQFH IURP WKH OLWHUDWXUH KHOSV WR LVRODWH SRWHQWLDO PHFKDnisms and selection effects.
Fifth, it could be argued that the heavy use of the joint stock form may
EHXQVXUSULVLQJEHFDXVHDQLQWHUPHGLDWHIRUPRIHQWHUSULVHOLNHWKH3//&
ZDVXQDYDLODEOH7KHUHIRUH,XVHDGGLWLRQDOGHVFULSWLYHGDWDWRH[DPLQH
changes in the organization of enterprise following the passage of laws
promulgating the Yugen Kaisha -DSDQ¶V IRUP RI 3//&1 The Yugen
KaishaZDVLQVWLWXWHGXQGHUWKH3ULYDWH/LPLWHG/LDELOLW\&RPSDQ\/DZ
[Yugen Kaisha Hou@RIDQGLWFDPHLQWRIRUFHLQ([SORLWLQJ
WKHSHULRGDIWHU-DSDQLQWURGXFHGWKH3//&PHDQVWKDWDIXOOHUPHQXRI
organizational forms becomes observable.
Following the legal reform the share of joint stock companies remained
URXJKO\WKHVDPHEHFDXVHWKH3//&GLVSODFHGOLPLWHGDQGXQOLPLWHGSDUWQHUVKLSV7KLV¿QGLQJFRQWUDVWVZLWK*XLQQDQHHWDO  ZKRVKRZ
WKDWLQ%ULWDLQDQG)UDQFHOHJLVODWLRQSURPXOJDWLQJ3//&VOHGWRDUHODtive drop in the formation of joint stock corporations. In Germany the
cost of incorporation was particularly high and therefore the number of
corporations was quite small. The GmbH substituted mainly for ordinary partnerships. Regardless of these differences, in Britain, France,
DQG*HUPDQ\WKH3//&JDYHRZQHUVWKHÀH[LELOLW\WRFUHDWHVWUXFWXUHV
that balanced tradeoffs associated with issues such as protecting against
untimely dissolution and providing concessions to minority shareholders, which negated joint stock ownership. In Japan the tradeoffs
EHWZHHQDMRLQWVWRFNDQGD3//&IRUPDSSHDUWRKDYHEHHQPXFKOHVV
H[WUHPH
3HUIRUPDQFHGDWDDUHQRWDYDLODEOHRQDV\VWHPDWLFEDVLVDIWHU:RUOG:DU,,
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Several factors help to account for the heavy use of the joint stock
IRUPIRUWKHWLPHSHULRGZKHQWKH3//&EHFDPHDYDLODEOH-DSDQ¶VUDSLG
post-WWII growth created opportunities for joint stock enterprises that
ZHUHDEOHWRDFFHVVH[WHUQDOFDSLWDOPDUNHWV +RVKLDQG.DVK\DS 
A growth in stock ownership by banks and the connection of corporations through cross-shareholding keiretsu reinforced the corporate organization. Cultural norms favoring joint stock enterprise persisted, while
imperfect regulatory boundaries did little to separate small closely-held
HQWHUSULVHV IURP ODUJH GLVSHUVHG RZQHUVKLS ¿UPV 7KLV PHDQW PRUH
OLPLWHG VXEVWLWXWLRQ EHWZHHQ WKH 3//& DQG WKH MRLQW VWRFN IRUPDV WKH
3//&DSSHDOHGPRVWO\WR-DSDQHVHEXVLQHVVRZQHUVZKRKDGSUHYLRXVO\
chosen to organize as limited and unlimited partnerships.
+,6725,&$/%$&.*5281'

%XVLQHVV HQWHUSULVH FRQWULEXWHG VLJQL¿FDQWO\ WR -DSDQ¶V UHPDUNDEOH
SURFHVVRIPRGHUQL]DWLRQ(FRQRPLFJURZWKIURPWKHODWHQLQHWHHQWKWR
the mid-twentieth century represented the product of, among other factors,
institutional reform, infrastructure investment, technological development, and the marginalization of the old feudal system of the Tokugawa
HUD HJ0RVN0RUFNDQG1DNDPXUD0LWFKHQHUDQG2KQXNL
2009; Nicholas 2011). Although growth was faster during the post-WWII
HUDWKDQLQWKHSUH::,,HUD +D\DVKLDQG3UHVFRWW WKH-DSDQHVH
“economic miracle” of the former years was not independent of the founGDWLRQVHVWDEOLVKHGGXULQJWKHODWWHU\HDUV .HOOH\DQG:LOOLDPVRQ 
In categorizations of countries around the world by their civil and
FRPPRQODZRULJLQ HJ/D3RUWD/RSH]GH6LODQHVDQG6KOHLIHU 
-DSDQLVFODVVL¿HGDVIROORZLQJWKH*HUPDQWUDGLWLRQ7KLVPDNHVVRPH
sense up to the mid-twentieth century given that Japan replicated elements
RI PRVW RI WKH ¿YH PDMRU *HUPDQ FRGHV DQG D PDMRU UHIRUP LQ 
was based on the German Handelsgesetzbuch, which had replaced the
original 1861 legislation relating to companies in that country.2 However,
the interpretation of codes by judges, rather than relying on precedent as
in common-law countries, had very little effect on the actual governance
of enterprises.
The multifaceted nature of laws pertaining to enterprises is revealed
LQDFORVHLQVSHFWLRQRIWKH&RPPHUFLDO&RGHZKLFKHVWDEOLVKHG-DSDQ¶V
2
-DSDQHVHFRUSRUDWHODZZDVDOVRLQÀXHQFHGE\RWKHUFRXQWULHV,VVXHVUHODWHGWRWKHOLTXLGDWLRQ
DQGUHRUJDQL]DWLRQRIMRLQWVWRFNFRPSDQLHVIROORZHG(QJOLVKSULQFLSOHV6HHIXUWKHU%DXPDQG
Takahashi (2005, pp. 376–377).
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system of business organization consisting of joint stock corporations,
limited partnerships, and unlimited partnerships.3 Although the initial
1890 version was developed by a German employed by the Japanese
government named Hermann Roesler, a 1911 translation of the 1899
Commercial Code (which replaced an 1893 version) makes implicit
references to the use of French Commercial Code. French names are
retained to denote the various forms of enterprise even though GermanEDVHG FRQFHSWV DUH XVHG LQ VXEVWDQWLYH DUHDV VXFK DV GH¿QLQJ PHPEHU
liability and liquidation procedures.4
The main attributes of each organizational form are given in Table 1. It
LVZHOONQRZQWKDWWKHMRLQWVWRFNIRUPFUHDWHGEHQH¿WVDQGFRVWVLWIDFLOLWDWHG DFFHVV WR H[WHUQDO ¿QDQFH EXW JDYH ULVH WR PRUDO KD]DUG WKURXJK
limited liability. The Japanese joint stock form was distinct only in a few
minor respects from that used in other countries, including fuller disclosure requirements and an increase in the scope of decisions that needed
WREHUDWL¿HGDWDJHQHUDOPHHWLQJ7KHVHHIIRUWVZHUHGHVLJQHGWRSURWHFW
minority shareholders (Baum and Takahashi 2005, p. 376).
The organization of enterprise in this way represented a break from the
SUH0HLMLHUDZKHUHPHUFKDQWKRXVHVUXQE\SURPLQHQWIDPLOLHVDQGWKH
guild system dominated. Japanese policy makers promoted joint stock
companies according to the belief that they would facilitate large-scale
capital intensive enterprise. This was considered to be a crucial factor for
FDWFKXS LQGXVWULDOL]DWLRQ $V (LLFKL 6KLEXVDZD ±  D SURPLQHQW 0HLML UHIRUPHU VWDWHG ³7R PDNH WKH QDWLRQ WUXO\ SURVSHURXV ZH
PXVWHQULFKWKHFRXQWU\WRHQULFKWKHFRXQWU\ZHPXVWPDNHVFLHQWL¿F
progress and help commerce and industry thrive; to help commerce and
industry thrive, we must establish joint-stock corporate organizations”
(Shimada 2012, p. 9).
The joint stock form had an important impact on Japanese business
organization. Zaibatsu enterprises—large diverse business conglomerates—started as ordinary partnerships but became joint stock corporaWLRQV 0RVW WRRN DGYDQWDJH RI OLPLWHG OLDELOLW\ IRU SDUWQHUVKLSV XQGHU
the Commercial Code, which mitigated downside risk without requiring
IDPLO\RZQHUVWRGLVFORVXUH¿QDQFLDOVWDWHPHQWV+RZHYHUSXEOLFSUHVsures to disclose, along with governance considerations led many to
3
Japan also used the joint stock limited partnership (Kabushiki Goushi Kaisha), which
resembled the German Kommanditgesellschaft auf Aktienand and a mutual company form (Sougo
Kaisha). However, neither was common.
4
Joint stock, limited partnerships, and unlimited partnerships are recorded as: Kabushiki
Kaisha [Société anonyme], Goushi Kaisha [Société en commandite], and Goumei Kaisha [Société
en nom collectif] (Hang 1911, p. 10).

7\SHRI(QWHUSULVH
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TABLE 1
0$,1'(7$,/62)25*$1,=$7,21$/)2506
0DLQ$WWULEXWHV
Unlimited
3DUWQHUVKLS

Two or more partners
3DUWQHUVUHVSRQVLEOHIRUWKHGHEWVRIWKH¿UP
5HWLULQJSDUWQHUVUHVSRQVLEOHIRUGHEWVRI¿UPIRUWZR\HDUVDIWHUWKHLUUHVLJQDWLRQ
$Q\SDUWQHUPD\UHVLJQDWWKHHQGRIWKH\HDURQJLYLQJVL[PRQWKVQRWLFH
3DUWQHUFDQQRWFDUU\RQDEXVLQHVVRIWKHVDPHNLQGLQGHSHQGHQWO\RUEHDSDUWQHULQDUHODWHGSDUWQHUVKLSZLWKRXWFRQVHQW
No statutory auditor

Goushi Kaisha

/LPLWHG
3DUWQHUVKLS

2QHRUPRUHSDUWQHUVZLWKXQOLPLWHGOLDELOLW\ DFWLYHLQPDQDJHPHQW
2QHRUPRUHZLWKOLPLWHGOLDELOLW\ VLOHQWLQPDQDJHPHQW
Active partners have same responsibilities as in unlimited partnerships
Silent partners can engage in related businesses
No statutory auditor
Registration required

Kabushiki Kaisha

Joint Stock

Formed by a minimum of seven members
Single board of directors; minimum of three directors required
Typically majority voting with one vote per share
$QQXDOJHQHUDOPHHWLQJKROGHUVRIDWOHDVWSHUFHQWRIWKHFDSLWDOFDQUHTXHVWDQH[WUDRUGLQDU\JHQHUDOPHHWLQJ
Statutory auditor
Registration required

Yugen Kaisha

3ULYDWH/LPLWHG
/LDELOLW\

)RUPHGE\DPD[LPXPRIPHPEHUV
2QO\RQHGLUHFWRUUHTXLUHG
Restrictions on share transfers; to be made only at a general meeting
0LQLPDOUHSRUWLQJUHTXLUHPHQWV
No statutory auditor
Registration required
0LQLPXPFDSLWDOUHTXLUHPHQWRI

Notes: Details compiled from various editions of the Report of the United States Industrial Commission (Washington, D.C.) and editions of the journal International
Law Notes: A Quarterly Bulletin of Matters of Interest to International Lawyers. The minimum capital requirement for Yugen KaishaZDVFKDQJHGWRLQ
DQGPLOOLRQLQ
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Goumei Kaisha
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form as joint stock enterprises. As the economy became increasingly
PLOLWDUL]HG GXULQJ WKH V WKH LQÀXHQFH RI WKH WUDGLWLRQDO IDPLO\
owned zaibatsu waned, but new zaibatsu rose to preeminence especially
in heavy industries geared for the war effort. New zaibatsu like Asano
DQG1LVVDQH[SORLWHGWKHMRLQWVWRFNIRUPSHUIRUPLQJPRUHIDYRUDEO\LQ
WHUPVRISUR¿WDELOLW\DQGVDOHVJURZWKWKDQWKHROGzaibatsu¿UPVVXFKDV
0LWVXL )UDQNO 
<HWZKLOHPXFKRIWKHH[LVWLQJHYLGHQFHSRLQWVWRWKHVLJQL¿FDQFHRI
the joint stock form, lack of data on the universe of enterprises leaves open
questions about the relative usage of different organizational forms and
especially the comparative performance of enterprise. Notwithstanding
zaibatsuHQWHUSULVHVFRQWUROOHGDERXWRQHWKLUGRI-DSDQ¶VFDSLWDOVWRFN
(Frankl 1999, p. 997) empirical studies relying on these enterprises alone
OHDYH WZRWKLUGV RI WKH FDSLWDO VWRFN XQH[SORUHG 7KH UHPDLQGHU RI WKH
article introduces and analyses new data on all registered enterprises in
Japan to address these fundamental questions.
'$7$$1''(6&5,37,9((9,'(1&(

1HZGDWDZHUHFROOHFWHGIURP-DSDQHVHJRYHUQPHQWUHSRUWV(VWDEOLVKHG
LQ  WKH 0LQLVWU\ RI $JULFXOWXUH DQG &RPPHUFH 0$&  FROOHFWHG
statistics on agriculture, commerce, and industry. In 1925 when the
0$&ZDVUHRUJDQL]HGWKHQHZO\HVWDEOLVKHG0LQLVWU\RI&RPPHUFH and
Industry collected information on companies from prefectural authorities.
Using the Statistical Report of the Ministry of Agriculture and Commerce
[Noushoumu Toukei-hyo@ DQG WKH 0LQLVWU\ RI &RPPHUFH¶V Report on
Business Companies [Kaisha Toukei-hyo], I constructed a consistent data
series on the number of enterprises and capital from 1896 to 1939.
The main dataset is a panel covering 47 prefectures from 1896 to
1939, three legal forms (limited and unlimited partnerships and joint
VWRFNFRPSDQLHV DQGVL[LQGXVWULHV DJULFXOWXUH¿VKHULHVFRPPHUFLDO
industrial, mining, and transport). Hence, I observe each legal form by
LQGXVWU\ E\ SUHIHFWXUH DQG E\ \HDU ([SORLWLQJ DQ H[SDQVLRQ RI GDWD
FROOHFWLRQHIIRUWV E\ SUHIHFWXUHVDQG WKH JRYHUQPHQW, DGGHG ¿QDQFLDO
VWDWLVWLFVIRUHQWHUSULVHVWRWKHGDWDIURPRQ)URP¿JXUHVIRU
capital held by shareholders and owners of partnerships plus reserves are
reported, and starting in the 1920s prefectural authorities also compiled
GDWDRQSUR¿WVDQGORVVHVGLYLGHQGVDQGGHEHQWXUHV'DWDRQSUR¿WDELOLW\
EHFRPHDYDLODEOHIURPDQGDUHUHSRUWHGERWKIRUSUR¿WDEOHDQGORVV
making enterprises, which represents a particularly rich source of inforPDWLRQ 7R DGMXVW IRU SULFHV FKDQJHV , FRQYHUW WKH ¿QDQFLDO YDULDEOHV
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LQWRSULFHVXVLQJWKHFRQVXPHUSULFHLQGH[ 2I¿FHUDQG:LOOLDPVRQ
2013).
Some advantages and disadvantages of the data are worth emphasizing.
First, it is important to note that the data cover the universe of registered
enterprises, yet the majority of Japanese enterprises were sole proprietorships and traditional Kumiai DQDORJRXVWR$QJOR6D[RQSDUWQHUVKLSVRU
German stille Gesellschaften) that did not have to register (they were
regulated by Civil Code provisions) and had no separate legal personality. As such, the entrepreneurial foundations of Japanese enterprise
IRUPDWLRQ FDQQRW EH IXOO\ H[SORUHG 6HFRQG WKH ¿QDQFLDO GDWD DUH QRW
aggregated by business group and therefore the analysis cannot capture
the performance of each zaibatsu. In other words, the panel tracks the
performance of the average “representative” registered enterprise by
OHJDO IRUP 7KLUG FKDQJHV LQ HQWHUSULVH IRUP DW WKH ¿UP OHYHO DUH QRW
REVHUYHG7KLVSUHFOXGHVHVWLPDWLRQE\¿UP¿[HGHIIHFWVWKHUHE\UXOLQJ
out controls for omitted variables related to business owners choosing
legal forms for reasons, such as unobservable investment requirements,
that were constant over time but variable across enterprises. By using
a higher level of aggregation as a unit of analysis, the approach trades
RIIVRPHOHYHORILGHQWL¿FDWLRQLQRUGHUWRDFKLHYHXQLYHUVDOFRYHUDJHRI
registered enterprises.
Main Trends
Beginning with the raw data, Figure 1 shows trends in the number
of registered enterprises. The kink in the series during the early 1920s
is caused by two factors. First, data for the pre-1921 period slightly
overstates the number of enterprises and thus the growth rate because
these years include enterprises in suspension of business. Data from
RQZDUGVGRQRWLQFOXGHVXVSHQVLRQV6HFRQGWKH*UHDW(DUWKTXDNH
RI  FDXVHG GDWD IRU FHUWDLQ DUHDV RI 7RN\R DQG .DQDJDZD SUHIHFtures to be destroyed. A fall in the number of enterprises during the late
1930s coincides with the Sino-Japanese War (1937–1945). As Takafusa
Nakamura (2003, p. 55) puts it: “the direct and indirect effects of the war
RQ-DSDQ¶VHFRQRP\ZHUHSURIRXQGXQGHUPLQLQJWKHIRXQGDWLRQVRIWKH
national, business and household economies.”
A clear trend to emerge from Figure 1 is the rapid development of busiQHVVHQWHUSULVHRYHUWLPH$SSUR[LPDWHO\HQWHUSULVHVZHUHUHJLVtered in 1896, but by 1939 there were more than 88,000, representing
an annual average growth rate of 7 percent. Although Japan was starting
from a low base given its early stage of development, and according to
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FIGURE 1
7+(180%(52)(17(535,6(6±
Source&DOFXODWLRQVEDVHGRQWKHGDWDGHVFULEHGLQWKHWH[W

metrics like the number of corporations per capita or corporate share
capital (at market or book) as a percentage of gross domestic product
*'3  -DSDQ ZDV FRQVLGHUDEO\ EHKLQG WKH OHDGLQJ LQGXVWULDO FRXQWULHV
(Hannah 2015), the growth rate is systematically pronounced across the
0HLML7DLVKRDQGHDUO\6KRZDHUDV
Figure 2 highlights the changing organizational structure of Japanese
business over time. For the period as a whole, joint stock companies
accounted for the largest share of all enterprises (44 percent), followed
by limited partnerships (around 40 percent), and unlimited partnerships
DURXQG  SHUFHQW  2YHU WLPH WKH VKDUH RI MRLQW VWRFN ¿UPV UHDFKHG
a peak during the early 1920s before falling to a low point during the
mid-1930s and rebounding by the end of the time period. In 1939 joint
VWRFN ¿UPV DFFRXQWHG IRU DURXQG  SHUFHQW RI UHJLVWHUHG HQWHUSULVHV
$WWKHSUHIHFWXUHOHYHOWKHVHVKDUHVUHPDLQHGDSSUR[LPDWHO\WKHVDPH
.DQWR DQG .LQNL DQG WR D OHVVHU H[WHQW &KLEX D UHJLRQ LQEHWZHHQ
.DQWR LQFOXGLQJ ODUJH FLWLHV OLNH 7RN\R DQG <RNRKDPD DQG .LQNL
ZKHUHWKHFLWLHVRI.\RWR2VDNDDQG.REHDUHORFDWHG ZHUHGRPLQDQW
areas in absolute terms accounting for almost three quarters of enterprises
between 1896 and 1939.
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FIGURE 2
6+$5(2)(17(535,6(6±%</(*$/)250
Source&DOFXODWLRQVEDVHGRQWKHGDWDGHVFULEHGLQWKHWH[W

Figure 3 breaks down the data by industry. All the major sectors
FRYHUHG E\ WKH GDWD ¿VKHULHV DQG PLQLQJ DUH H[FOXGHG EHFDXVH WKH
QXPEHU RI REVHUYDWLRQV LV WRR VPDOO WR JHQHUDWH DQQXDO VKDUHV H[KLELW
VLPLODUDSSUR[LPDWHWLPHVHULHVFKDQJHV,QWHUPVRIOHYHOVWKHWUDQVSRUWDWLRQVHFWRUVWDQGVRXWZLWKWKHKLJKHVWSURSRUWLRQRIMRLQWVWRFN¿UPV
According to Figure 4 joint stock companies accounted for around four¿IWKV RI WRWDO FDSLWDO ZKLFK UHPDLQHG URXJKO\ FRQVWDQW WKURXJKRXW WKH
WLPHSHULRG&DOFXODWLRQVXVLQJWKH¿QDQFLDOGDWDVKRZWKDWIURP
WRMRLQWVWRFN¿UPVDFFRXQWHGIRUSHUFHQWRIDJJUHJDWHSUR¿WV
2YHUDOO MRLQW VWRFN HQWHUSULVH ZDV VLJQL¿FDQW QXPHULFDOO\ LQ WHUPV RI
FDSLWDOLQWHQVLW\DQGSUR¿WV
(;3/$1$7,216)257+($'237,212)7+(-2,17672&.)250

7KUHHEURDGH[SODQDWLRQVDUHSDUWLFXODUO\XVHIXOIRUXQGHUVWDQGLQJWKH
SUHYDOHQFHRIWKHMRLQWVWRFNIRUP7KH¿UVWLVWKDWDMRLQWVWRFNHQWHUSULVHIDFLOLWDWHVDFFHVVWRH[WHUQDO¿QDQFHWKURXJKWKHLVVXDQFHRIVKDUHV
in public equity markets. Despite the development of a well-functioning
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FIGURE 4
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Source&DOFXODWLRQVEDVHGRQWKHGDWDGHVFULEHGLQWKHWH[W

EDQNLQJVHFWRUGXULQJWKH0HLMLHUD 0LWFKHQHUDQG2KQXNL ¿UPV
relied heavily on public equity capital rather than bank debt for long-term
¿QDQFLQJ
7KHSULQFLSDOHYLGHQFHIRUWKLVH[SODQDWLRQGHULYHVIURPUHVHDUFKE\
0LZDDQG5DPVH\HU7KH\UHMHFWWKH*HUVFKHQNURQEDVHGDUJXPHQWWKDW
bank intermediation was critical to the provision of long-term capital
in Japan. Firms sold equity, issued bonds, or funded investment projects through retained earnings, with bank debt being a source of capital
PRVWO\IRURSHUDWLQJH[SHQVHV)ORZRIIXQGVGDWDUHYHDOVDPHDQUDWLRRI
bank debt to gross assets of between 2 and 8 percent between 1919 and
ZKHUHDV¿UPOHYHOGDWDIRUFRWWRQVSLQQLQJUDLOURDGDQGHOHFWULFDO
XWLOLW\¿UPVLQGLFDWHDKHDY\UHOLDQFHRQVWRFNDQGERQGLVVXHV
$SUHFRFLRXVRUJDQL]DWLRQRIVWRFNH[FKDQJHVIDFLOLWDWHGWKLVIRUPRI
¿QDQFLQJ-DSDQKDGWZRVWRFNH[FKDQJHVLQ 7RN\RDQG2VDND 
DVPDQ\DVE\WKHWXUQRIWKHFHQWXU\DVDUHVXOWRIUHOD[HGUHJXODtions, and following a rationalization phase, around 10 for the remainder
RI WKH SUHZDU HUD +DPDR HW DO  S   7KHVH VWRFN H[FKDQJHV
ZHUHERWKQXPHURXVDQGRIDKLJKTXDOLW\5DJKXUDP5DMDQDQG/XLJL
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=LQJDOHV¶ 7DEOH ¿JXUHVKLJKOLJKWWKDW-DSDQKDGDKLJKHUUDWLR
RIVWRFNPDUNHWFDSLWDOL]DWLRQWR*'3WKDQ*HUPDQ\RUWKH8QLWHG6WDWHV
for all the prewar benchmark years of 1913, 1929, and 1938. In fact,
-DSDQUDQNVKLJKHVWE\WKH5DMDQ=LQJDOHVPHWULFE\VRPHPDUJLQIRUDOO
countries in 1938.
A second reason for the prevalence of the joint stock form relates to
-DSDQ¶VHDUO\VWDJHRIGHYHORSPHQWDQGLWVLQGXVWU\VWUXFWXUH$FFRUGLQJ
to Guinnane et al. (2007, p. 3) “the corporate form was important for
enterprises such as railroads that had to raise enormous sums of capital
RQWKHPDUNHW´,QIRXURXWRIWKH¿YHODUJHVWMRLQWVWRFNFRPSDQLHV
in transport in Japan were railroad concerns and they collectively held
PLOOLRQLQDVVHWVFRPSDUHGWRWKH¿YHODUJHVWMRLQWVWRFNFRPSDQLHV LQ PDQXIDFWXULQJ FRWWRQ RU ÀD[ VSLQQLQJ FRQFHUQV  ZKLFK KHOG
PLOOLRQLQDVVHWV :UD\S 5 The development of transSRUWDWLRQ LQIUDVWUXFWXUH ZKLFK UHTXLUHG VWDWH LQWHUYHQWLRQ DQG H[WHUQDO
¿QDQFLQJ SOD\HG D NH\ UROH LQ IDFLOLWDWLQJ XUEDQ JURZWK GXULQJ WKH
SURFHVVRI-DSDQHVHHFRQRPLFPRGHUQL]DWLRQ 0RVN )XUWKHUPRUH
joint stock appears to have been associated with effective governance in
-DSDQ¶VQDVFHQWLQGXVWULHV)RUH[DPSOHPRVWHQWHUSULVHVLQWKHFRWWRQ
industry were joint stock concerns so enterprises could grow and be
managed beyond the boundaries of the family (Braguinsky et al. 2014).
(YHQ zaibatsu enterprises ultimately became joint stock corporations.
$FFHVVWRH[WHUQDOFDSLWDOZDVQRWDGRPLQDQWUHDVRQIRUWKHVZLWFKVLQFH
the zaibatsu UHOLHG KHDYLO\ RQ IDPLO\ ¿QDQFH 5DWKHU SXEOLF SUHVVXUHV
for increased disclosure and changes in governance structures played
LPSRUWDQWUROHV0LWVXLDPDMRUzaibatsu that can be traced back to the
HDUO\ VHYHQWHHQWK FHQWXU\ H[SDQGHG IURP EDQNLQJ LQWR PLQLQJ WUDGH
DQGPDQXIDFWXULQJDQGZDVWKH¿UVWzaibatsu to alter its organizational
IRUP ,Q  0LWVXL WUDQVIRUPHG LWV IRXU PDLQ FRQVWLWXHQW HQWHUSULVHV
into joint stock companies, which were held by family members using a
limited partnership. This partnership became a joint stock corporation in
 0RULNDZDS 
A third reason can be broadly categorized as public policy and culture.
%H\RQGWKHHIIRUWVRIWKH0HLMLUHIRUPHUVWRSURPRWHMRLQWVWRFNRUJDQL]Dtion, legislative changes had an important effect on enterprise legal form.
$ ODZ LQ  GRXEOHG WKH WD[HV RQ SDUWQHUVKLSV DQG LW DOVR LPSRVHG
WD[HVRQUHWDLQHGHDUQLQJVLQPRVWO\IDPLO\RZQHGHQWHUSULVHVWRIXQGWKH
5XVVR-DSDQHVH:DU-RLQWVWRFNFRPSDQLHVZHUHH[HPSWIURPWKHWD[
5
7KHH[FHSWLRQLQWUDQVSRUWZDV1<./LQH [Nippon Yusen Kaisha@DVKLSSLQJ¿UPZKLFK
UDQNHGDVWKHVHFRQGODUJHVW¿UPE\DVVHWVL]HEHKLQGWKH-DSDQ5DLOZD\&RPSDQ\$PRXQWV
JLYHQLQWRGD\¶V86GROODUVDUHDSSUR[LPDWHO\ELOOLRQDQGPLOOLRQUHVSHFWLYHO\
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TABLE 2
'(6&5,37,9(67$7,67,&6

1HW3UR¿W
Capital
52(

/LPLWHG3DUWQHUVKLS

8QOLPLWHG3DUWQHUVKLS

Joint Stock

1.06
[31.81]

1.00
[29.65]

24.25
[77.54]

80.95
[1324.10]

82.58
[341.51]

451.95
[876.59]

–0.86
[9.71]

0.21
[10.97]

3.62
[8.73]

Notes 0RQHWDU\ YDOXHV LQ WKRXVDQGV RI UHDO -DSDQHVH \HQ    52( LQ SHUFHQW DQG
pertains to the period 1922 to 1939. Standard deviations in square brackets.
Source6HHWKHWH[W

LQFUHDVHV)XUWKHUPRUH0DUN)UXLQ S ZULWHV³HVSHFLDOO\DIWHU
WKHUHYLVLRQLQZKLFKWD[HVZHUHOHYLHGRQGLYLGHQGVDQGERQXVHV
SDLGWRLQGLYLGXDOVIDPLO\FRQWUROOHG¿UPVDGRSWHGWKHMRLQWVWRFNIRUP
RIRZQHUVKLSDVDPHDQVRIUHGXFLQJWD[HV´7KHMRLQWVWRFNIRUPZDV
ascribed a high level of prestige by Japanese business owners within
the menu of enterprise choices, which meant that they were willing to
VXEVXPHWKHDGGLWLRQDODGPLQLVWUDWLYHFRVWVDQGFRPSOH[LWLHVDVVRFLDWHG
ZLWKIRUPLQJDFRUSRUDWLRQ 0DWVXLS 
5(785121(48,7<63(&,),&$7,216$1'5(68/76

Measuring Performance
3HUIRUPDQFHPHDVXUHVDUHDEVHQWIURPPRVWKLVWRULFDOVWXGLHVRIODZ
DQGHQWHUSULVHIRUPEXWWKH-DSDQHVHGDWDSHUPLWVVXFKDQDQDO\VLV52(
makes the most sense as a performance measure in this case given the rich
data provided in the governmental reports on the capital held in enterSULVHVDQGQHWSUR¿WV$OWKRXJKMRLQWVWRFN¿UPVZHUHODUJHUWKDQSDUWQHUVKLSVDQGJHQHUDWHGPRUHSUR¿WVLWGRHVQRWQHFHVVDULO\IROORZWKDWWKH\
ZHUHPRUHHI¿FLHQWLQWKHXVHRIFDSLWDO6HYHUDOVWXGLHVKDYHVKRZQWKDW
SULYDWH¿UPVKDYHKLJKHU52(WKDQSXEOLFRQHV HJ)DFFLRHWDO RU
WKDW¿UPVH[SHULHQFHDGHFOLQHLQSUR¿WDELOLW\RQFHWKH\XQGHUJRDQLQLWLDO
SXEOLFRIIHULQJ HJ/RXJKUDQDQG5LWWHU 1XPHURXVVFKRODUVKDYH
LGHQWL¿HGDQLQYHUVHFRUUHODWLRQEHWZHHQ¿UPVL]HDQGHTXLW\UHWXUQV HJ
Banz 1981) and equity capitalization is a priced factor in the asset-pricing
PRGHORI(XJHQH)DPDDQG.HQQHWK)UHQFK  
7DEOHUHSRUWVGHVFULSWLYHVWDWLVWLFVRQWKH¿QDQFLDOYDULDEOHVRILQWHUHVW
and basic difference in means tests. These show that the level of capital
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DQG QHW SUR¿WV ZHUH VLJQL¿FDQWO\ KLJKHU LQ MRLQW VWRFN ¿UPV FRPSDUHG
to both limited and unlimited partnerships. Variables inputted directly
IURPWKHGDWDYROXPHVFDQEHXVHGWRFRQVWUXFW52(HVWLPDWHVZKLFK
are calculated using the formula below, where f denotes type of organizational form, i industry, p prefecture, and t denotes year. Table 2 shows
WKDW MRLQW VWRFN ¿UPV JHQHUDWHG DQ DYHUDJH 52( RI DSSUR[LPDWHO\ 
percent per annum between 1922 and 1939 compared to –0.69 percent for
limited partnerships and 0.53 percent for unlimited partnerships. These
are estimates for the universe of enterprises in Japan. For benchmarking
SXUSRVHV7HWVXML2ND]DNL S UHSRUWVDQDYHUDJH52(RI
SHUFHQWSHUDQQXPIRUPDMRU¿UPVDFWLYHLQ-DSDQEHWZHHQDQG
1936.
⎡ net profit ⎤
ROEfpit = ⎢
⎥ fpit t = 1922...1939.
⎣ capital ⎦

(1)

,Q D PXOWLYDULDWH FRQWH[W WKH GDWD FDQ EH XVHG WR VSHFLI\ DQ 52(
HVWLPDWLQJ HTXDWLRQ LQ WKH IROORZLQJ IRUP WR H[DPLQH WKH UHODWLRQVKLS
between enterprise form and performance:
ROEfipt = α 1LPfipt + α 2 UPfipt + β 1LEVfipt

(2)

+ β 2 log(CAP) fipt + γ i + γ p + γ t + ε fipt.
52( LV WKH SHUIRUPDQFH PHDVXUH DQG WKH PDLQ SDUDPHWHUV DUH F1
and F2IRUWZRGXPP\YDULDEOHVZKLFKPHDVXUH52(IRUOLPLWHGSDUWQHUVKLSV /3  DQG XQOLPLWHG SDUWQHUVKLSV 83  UHODWLYH WR WKH EDVHOLQH
H[FOXGHG FDWHJRU\ RI MRLQW VWRFN FRPSDQLHV 7R FRQWURO IRU WKH LPSDFW
RI OHYHUDJH RQ UHWXUQV LH WKH SRVVLELOLW\ WKDW KLJKHU 52( PD\ EH
GULYHQE\WKHJUHDWHUXVHRIGHEW¿QDQFLQJ DQGGLIIHUHQFHVLQVL]H/(9
measures leverage as the average ratio of debenture debt to capital and
&$3PHDVXUHVWKHDYHUDJHFDSLWDORIHQWHUSULVHV:LWKYDULDWLRQLQ52(
for each organizational form by industry, prefecture, and year, Li , Lp ,
and LtUHSUHVHQW¿[HGHIIHFWVWRFRQWUROIRUXQREVHUYDEOHVHFWRUVSHFL¿F
spatial, or macroeconomic shocks, respectively.
An obvious issue with this econometric approach is selection. Rather
than being randomly determined, organizational form is a choice on
the part of business owners and assuming a hierarchy of forms, then
successful business owners may have simply selected to organize as a
MRLQWVWRFNFRUSRUDWLRQ$FFRUGLQJWRWKHH[SODQDWLRQVRXWOLQHGDERYHIRU
the adoption of the joint stock form, business owners may have chosen
WKLV VWUXFWXUH WR DFFHVV H[WHUQDO ¿QDQFH DQG DFKLHYH KLJKHU JURZWK
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rates, especially in capital intensive industries, or because of development stage and industry structure, or public policy and cultural factors,
RUDVLPXOWDQHRXVPL[WXUHRIDOORIWKHVHIDFWRUV*LYHQWKHOLIHF\FOHRI
¿UPV LW LV SODXVLEOH WKDW OLPLWHG DQG XQOLPLWHG SDUWQHUVKLSV DFFRXQWHG
IRUWKHPDMRULW\RIHDUO\VWDJHHQWHUSULVHVDQGZRXOGWKHUHIRUHH[KLELWD
greater degree of entrepreneurial “churn” through successes and failures
+DOWLZDQJHU ,IWKHVHFDWHJRULHVUHÀHFWWKHPDLQPDUJLQRIDGMXVWPHQWWKHHIIHFWZRXOGEHWRGHSUHVVDYHUDJH52(IRUOLPLWHGDQGXQOLPited partnerships relative to the joint stock category.
Although ultimately the parameter estimates from equation (2) cannot
be interpreted as causal, some progress can be made in addressing these
and other potentially confounding issues. As robustness checks, separate
UHJUHVVLRQVDUHUXQWRWHVWIRUVSDWLDOGLIIHUHQFHVE\H[FOXGLQJWKHPDLQ
LQGXVWULDODUHDVRI.DQWRDQG.LQNLDQGIRUPDMRUWLPHSHULRGGLIIHUHQFHV
given that the Japanese economy became even more militarized during
the 1930s, and enterprises may have performed differently in a marketEDVHG HFRQRP\ ZLWK IUHH HQWU\ DQG H[LW RI WKH HQWUHSUHQHXULDO ODERU
VXSSO\DVRSSRVHGWRLQDQLQFUHDVLQJO\DXWDUNLFFRQWH[W8VLQJDVSHFL¿FDWLRQZLWKLQWHUDFWLRQVEHWZHHQ/3DQG83GXPPLHVDQGVHFWRUVSHFL¿F
YDULDEOHV52(HVWLPDWHVDUHDOVRSURYLGHGE\W\SHRIHQWHUSULVHRUJDnization for each industry relative to the joint stock form. Furthermore,
EHFDXVHWKHGDWDYROXPHVVHSDUDWHO\UHFRUGQHWSUR¿WVIRUERWKSUR¿WDEOH
DQGXQSUR¿WDEOHHQWHUSULVHVLWLVSRVVLEOHWRDQDO\]HWKHH[WHQWWRZKLFK
52(GLIIHUHQFHVDUHEHLQJGULYHQE\VXFFHVVIXORUXQVXFFHVVIXOEXVLQHVV
RZQHUVWKDWLVZKHWKHUEHWWHUHQWUHSUHQHXUVZKRJHQHUDWHGKLJKHU52(
may have selected in to the joint stock form. Finally, following research
LQWKH¿QDQFHOLWHUDWXUH HJ$VNHU)DUUH0HQVDDQG/MXQJTYLVW 
matching methods are used. Figure 5 illustrates large differences by organizational form with respect to the distribution of capital, suggesting that
RUJDQL]DWLRQDO IRUP DQG SHUIRUPDQFH PD\ VLPSO\ UHÀHFW IXQGDPHQWDO
YDULDWLRQEHWZHHQGLIIHUHQWW\SHVRIEXVLQHVVHV0DWFKLQJLVQRWDUHPHG\
for endogeneity concerns or omitted variable bias, but it can be used to
XVHIXOO\ H[DPLQH 52( E\ HQWHUSULVH W\SH ZLWKLQ RYHUODSSLQJ DUHDV RI
these capital distributions.
Baseline Estimates and Robustness Checks
7DEOH  UHSRUWV RUGLQDU\ OHDVW VTXDUH 2/6  HVWLPDWHV IURP HTXDtion (2). Columns 1 to 4 sequentially add the prefecture, industry, and
\HDU ¿[HG HIIHFWV DQG FROXPQV  WR  IROORZ WKH VDPH VWUDWHJ\ ZKLOH
also including controls for leverage and capital. Column 9 presents the
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7+(',675,%87,212)&$3,7$/±
Source&DOFXODWLRQVEDVHGRQWKHGDWDGHVFULEHGLQWKHWH[W

HVWLPDWHVH[FOXGLQJSUHIHFWXUHVLQWKHUHJLRQVRI.DQWRDQG.LQNLZKLFK
represent the largest concentrations of enterprises, and columns 10 and 11
partition the data according to time periods when the Japanese economy
ZDV OHVV DQG PRUH H[SRVHG WR PLOLWDUL]DWLRQ6 The dependent variable,
52(LVPHDVXUHGLQSHUFHQWDJHSRLQWV6WDQGDUGHUURUVDFFRXQWIRUWKH
clustering of observations within prefectures. Given missing observations in the data volumes for some of the variables, the regressions are
HVWLPDWHGV\PPHWULFDOO\DFURVVVSHFL¿FDWLRQVZLWKFHOOV7
(VWLPDWHV LQ FROXPQV  WR  UHYHDO ODUJH QHJDWLYH DQG VWDWLVWLFDOO\
VLJQL¿FDQWHIIHFWVRQWKHFDWHJRU\GXPP\YDULDEOHVIRUERWKOLPLWHGDQG
unlimited partnerships. At the legal form, by industry, by prefecture,
6
Two main periods are used, 1922 to 1932 and 1933 to 1939. In 1932 Inukai Tsuyoshi, the
3ULPH 0LQLVWHU RI -DSDQ ZDV DVVDVVLQDWHG 7KLV UHSUHVHQWV D GHPDUFDWLRQ SRLQW WR LGHQWLI\ WKH
strengthening of militarism.
7
Because a unit of observation is at the level of legal form (3 types), by prefecture (47), by
sector (6), and the panel covers 18 years (1922 to 1939) a balanced panel would give 15,228
REVHUYDWLRQV+RZHYHUVRPHHQWHUSULVHIRUPVGLGQRWH[LVWDWWKLVOHYHORUGDWDDUHPLVVLQJLQWKH
JRYHUQPHQWUHSRUWV7KHPD[LPXPQXPEHURIREVHUYDWLRQVIRUDQ\RQHYDULDEOHLQWKHGDWDVHWLV
DQGIRUDOOWKHYDULDEOHVLQFOXGHGLQWKH52(VSHFL¿FDWLRQVLWLV

(1)

(2)

(3)

(4)

(5)

(6)
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TABLE 3
52((67,0$7(6
(7)

(8)

(10)

([FOXGLQJ
.DQWRDQG.LQNL 1922–1932

$OO3UHIHFWXUHV
/LPLWHGSDUWQHUVKLS

(9)

(11)
1933–1939

–4.61***

–5.05***

–5.04***

–0.67

–0.48

–2.00***

–2.07***

–2.86***

–2.50***

–1.55*

[0.37]

[0.39]

[0.35]

[0.34]

[0.69]

[0.72]

[0.65]

[0.67]

[0.90]

[0.91]

[0.92]

–3.41***

–3.51***

–4.32***

–4.36***

–0.45

–0.30

–1.94***

–2.00***

–2.16**

–2.74***

–0.98

[0.44]

[0.46]

[0.43]

[0.44]

[0.70]

[0.73]

[0.67]

[0.65]

[0.85]

[0.94]

[0.71]

—

—

—

—

3.85***

3.89***

1.47***

1.54***

0.82

1.92***

0.79

—

—

—

—

[0.64]

[0.65]

[0.54]

[0.51]

[0.67]

[0.62]

[0.66]

—

—

—

—

1.41***

1.54***

1.19***

1.15***

0.86**

1.16***

1.12***

—

—

—

—

[0.25]

[0.25]

[0.21]

[0.23]

[0.35]

[0.33]

[0.29]

9,624

9,624

9,624

9,624

9,624

9,624

9,624

9,624

6,658

5,620

4,004

47

47

47

47

47

47

47

47

33

47

47

R-sq (adj)

0.04

0.07

0.12

0.14

0.07

0.1

0.14

0.15

0.16

0.13

0.24

F-test

72.9

75.1

83.0

79.7

71.7

63.2

64.1

66.8

99.7

44.7

59.3

Unlimited partnership
/HYHUDJH
/RJ &DSLWDO

2EVHUYDWLRQV
Clusters

0HDQGHSHQGHQWYDULDEOH

1.21

1.21

1.21

1.21

1.21

1.21

1.21

1.21

1.33

0.31

2.48

St. dev. dependent variable

9.91

9.91

9.91

9.91

9.91

9.91

9.91

9.91

9.59

11.28

7.4

3UHIHFWXUH)(

N

N

N

<

N

N

N

<

<

<

<

,QGXVWU\)(
<HDU)(

N
N

N
<

<
<

<
<

N
N

N
<

<
<

<
<

<
<

<
<

<
<

Notes'HSHQGHQWYDULDEOHLV52(/LPLWHG3DUWQHUVKLSDQG8QOLPLWHG3DUWQHUVKLSDUHGXPP\YDULDEOHVZLWKWKHUHIHUHQFHFDWHJRU\EHLQJ-RLQW6WRFN/HYHUDJHPHDVXUHVWKH
average ratio of debenture debt to capital and Capital measures the average capital of enterprises. A unit of observation is at the level of legal form, by industry, by prefecture, and
by year. Standard errors in square brackets are clustered by prefecture: ***p < 0.01, **p < 0.05, *p < 0.1.
Source6HHWKHWH[W
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E\ \HDU OHYHO WKH 52( RI OLPLWHG SDUWQHUVKLSV ZDV EHWZHHQ  DQG 
percentage points lower than that of joint stock enterprises, the baseline
FDWHJRU\7KH52(RIXQOLPLWHGSDUWQHUVKLSVZDVEHWZHHQDQG
SHUFHQWDJHSRLQWVORZHU%RWKHVWLPDWHVDUHODUJHFRPSDUHGWRWKH52(
sample mean of 1.2 percent. The estimates are reasonably stable across
columns 1 to 4 with the addition of the year, industry, and prefecture
¿[HGHIIHFWV
In columns 5 and 6 the parameters on the dummy variables become
VWDWLVWLFDOO\ LQVLJQL¿FDQW ZLWK WKH DGGLWLRQ RI FRQWUROV IRU OHYHUDJH DQG
FDSLWDO/HYHUDJHHQWHUVSRVLWLYHO\DQGVLJQL¿FDQWO\LPSO\LQJWKDWHQWHUSULVHVZLWKJUHDWHUOHYHUDJHKDGKLJKHU52(ZKLFKPD\VWHPIURPWKH
fact that if business owners can borrow capital at less than the marginal
UDWHLWFDQEHHDUQHGZLWKLQWKHHQWHUSULVHWKHQ52(VKRXOGEHPHFKDQLFDOO\ KLJKHU 0RUH VXUSULVLQJO\ WKH FRHI¿FLHQW RQ WKH ORJDULWKP RI
FDSLWDOLVSRVLWLYHLPSO\LQJWKDWODUJHUHQWHUSULVHVKDGKLJKHU52(DOO
else being equal. This contrasts with the negative relationship between
PDUNHWSHUIRUPDQFHDQGVL]HIRXQGLQWKH¿QDQFHOLWHUDWXUH HJ)DPD
DQG)UHQFK 3RWHQWLDOH[SODQDWLRQVZRXOGEHODUJHU-DSDQHVHHQWHUSULVHVEHLQJDEOHWREHQH¿WIURPVFDOHDQGVFRSHHFRQRPLHV &KDQGOHU
Amatori, and Hikino 1997), or that size correlates with unobserved managerial ability.
:KLOHWKHFRHI¿FLHQWVRQWKHOLPLWHGDQGXQOLPLWHGSDUWQHUVKLSGXPP\
YDULDEOHVDUHVWDWLVWLFDOO\LQVLJQL¿FDQWLQFROXPQVDQGWKH\EHFRPH
VWDWLVWLFDOO\VLJQL¿FDQWLQFROXPQVDQGZLWKWKHLQWURGXFWLRQRILQGXVWU\
DQG SUHIHFWXUH ¿[HG HIIHFWV UHVSHFWLYHO\ 7KHVH HVWLPDWHV LQGLFDWH WKDW
limited and unlimited partnerships underperformed joint stock enterprises
E\DSSUR[LPDWHO\SHUFHQWDJHSRLQWV7KHFRHI¿FLHQWVRQWKHOHYHUDJHDQG
FDSLWDOYDULDEOHVUHPDLQHFRQRPLFDOO\ODUJHDQGVWDWLVWLFDOO\VLJQL¿FDQW,Q
FROXPQWKHH[FOXVLRQRISUHIHFWXUHVLQ.DQWRDQG.LQNLOHDGVWRVOLJKWO\
ODUJHUGLIIHUHQFHVLQ52(EHWZHHQOLPLWHGDQGXQOLPLWHGSDUWQHUVKLSVDQG
MRLQWVWRFNHQWHUSULVHVZKHUHDVWKHHIIHFWVRIOHYHUDJHDQGFDSLWDORQ52(
are smaller. Columns 10 and 11 show that the largest performance differences between enterprises are observed in a free market setting between
DQGDOWKRXJKDYHUDJH52( WKHPHDQRIWKHGHSHQGHQWYDULable) was much higher between 1933 and 1939 in an environment where
rising government spending and low interest rates may have promoted
LQYHVWPHQWDQGEXVLQHVVH[SDQVLRQ2YHUDOOWKHEDVHOLQHUHVXOWVDQGDGGLtional checks indicate that limited and unlimited partnerships underperIRUPHGLQ52(WHUPVUHODWLYHWRWKHLUMRLQWVWRFNFRXQWHUSDUWV
7RH[SORUHVHFWRUVSHFL¿FYDULDWLRQLQ52(SHUIRUPDQFH)LJXUHSORWV
SRLQWHVWLPDWHVDQGSHUFHQWFRQ¿GHQFHLQWHUYDOVIURPVSHFL¿FDWLRQV
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FIGURE 6
52((67,0$7(6%<6(&725
Notes (VWLPDWHV GHULYHG IURP WKH IROORZLQJ VSHFL¿FDWLRQ ZLWK LQWHUDFWLRQ WHUPV EHWZHHQ
LQGXVWULHV ,1' DQG/LPLWHG3DUWQHUVKLSDQG8QOLPLWHG3DUWQHUVKLSGXPP\YDULDEOHV
ROE
Efipt = α 1LPfipt
+ α 2 UPfipt + β 1
β 2 UP × IND
Dfipt + δ 1
δ 2 log(CAP) fipt
fp
fipt
fp
fipt
+ γ p + γ t + ε fipt

ZKHUHWKHGXPP\YDULDEOHV/3DQG83DUHLQWHUDFWHGZLWKGXPP\YDULables for each sector. Joint stock enterprises act as the baseline category.
0RVWRIWKHVHFWRUVSHFL¿FSRLQWHVWLPDWHVDUHQHJDWLYHDOWKRXJKSHUKDSV
VXUSULVLQJO\ WKH FRQ¿GHQFH LQWHUYDOV RYHUODS ZLWK ]HUR LQ WKH WUDQVSRUW
VHFWRUZKHUHWKHMRLQWVWRFNIRUPPD\KDYHEHHQH[SHFWHGWRKDYHDGYDQWDJHVDVDFRQGXLWWRH[WHUQDO¿QDQFH87KHSRLQWHVWLPDWHVIRU¿VKHULHV
DQGPLQLQJDUHQHJDWLYHEXWWKHFRQ¿GHQFHLQWHUYDOVDUHODUJHEHFDXVH
the number of observations in these industries is somewhat smaller. In
WKH LQGXVWULDO VHFWRU WKH UHODWLYH 52( HVWLPDWHV IRU OLPLWHG DQG XQOLPLWHGSDUWQHUVKLSVDUHQHJDWLYHDQGVWDWLVWLFDOO\VLJQL¿FDQWDWWKHSHUFHQW
OHYHO7KHPRVWSUHFLVHVWDWLVWLFDOO\VLJQL¿FDQWQHJDWLYH52(HIIHFWIRU
limited and unlimited partnerships is estimated in the commercial sector,
which includes activities such as banking, insurance, and services. The
8
$PRUHGHWDLOHGLQGXVWU\FODVVL¿FDWLRQV\VWHPZRXOGSHUPLWKHWHURJHQHLW\ZLWKLQWKHEURDG
LQGXVWU\FDWHJRULHVWREHH[SORUHG+RZHYHUZKLOHWKHVHGDWDDUHDYDLODEOHIURPWKHJRYHUQPHQW
UHSRUWV WKHUHDUHEUHDNGRZQVE\DSSUR[LPDWHO\VXELQGXVWULHVDQGVXEVXELQGXVWULHV 
at these more granular levels the number of missing observations increases substantially, as does
the cost of data collection. These reasons meant constructing the dataset at the level of the legal
form, by main industry, by prefecture, and by year.
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FRPPHUFLDOVHFWRUDFFRXQWVIRUDSSUR[LPDWHO\SHUFHQWRIHQWHUSULVHV
LQWKHGDWDVHWEHWZHHQDQGDQGDSSUR[LPDWHO\SHUFHQWRI
enterprises between 1922 and 1939. As a further robustness check, the
VSHFL¿FDWLRQLQFROXPQ7DEOHZDVUHHVWLPDWHGZLWKRXWWKHFRPPHUcial sector. The parameters on the limited and unlimited partnership
dummies are –1.79 (s.e. 0.84) and –1.62 (s.e. 0.86), respectively.
52(IRU3UR¿WDEOHDQG8QSUR¿WDEOH(QWHUSULVHVDQG0DWFKLQJ
7DEOHV$DQG%GHFRPSRVHWKH52(RXWFRPHYDULDEOHLQWRFRPSRQHQWVWKDWFDQEHDWWULEXWDEOHWRSUR¿WDEOHDQGXQSUR¿WDEOHHQWHUSULVHV
)RU HDFK REVHUYDWLRQ FHOO SUR¿WV DUH UHFRUGHG LQ WKH GDWD YROXPHV IRU
VXFFHVVIXO LH SRVLWLYH QHW SUR¿W  DQG XQVXFFHVVIXO LH QHJDWLYH QHW
SUR¿W HQWHUSULVHV7DEOHV$DQG%UHSRUWHVWLPDWHVIURPUHJUHVVLRQV
ZKHUHWKHGHSHQGHQWYDULDEOH52(LVFDOFXODWHGXVLQJSUR¿WVIRUHDFK
group of enterprises separately.
7KH¿UVWIRXUFROXPQVRI7DEOHV$DQG%VKRZWKDWSUR¿WDEOHDQG
XQSUR¿WDEOH HQWHUSULVHV DFFRXQW IRU DSSUR[LPDWHO\ HTXLYDOHQW FRQWULEXWLRQVWRWKHJHQHUDWLRQRIWKHUHVXOWVLQ7DEOH)RUH[DPSOHWKHFRHI¿FLHQW
on the limited partnership dummy in Table 4A, column 1 is –2.18 when
RQO\WKHQHWSUR¿WVRISUR¿WDEOHHQWHUSULVHVDUHLQFOXGHGLQWKHFDOFXODWLRQ
of the numerator of equation (1) and –2.30 in Table 4B, column 1 when
RQO\WKHQHWORVVHVRIXQSUR¿WDEOHHQWHUSULVHVDUHLQFOXGHG7KHVHHVWLPDWHV
VXPWRWKHFRHI¿FLHQWRI±LQ7DEOHFROXPQ+RZHYHULQWURGXFLQJ
FRQWUROV IRU OHYHUDJH FDSLWDO DQG ¿[HG HIIHFWV UHYHDOV NH\ GLIIHUHQFHV
DFURVVWKHVSHFL¿FDWLRQV,QFROXPQVWRRI7DEOH$WKHFRHI¿FLHQWV
DUHPRVWO\ODUJHQHJDWLYHDQGVWDWLVWLFDOO\VLJQL¿FDQWZKHUHDVWKH\DUH
VPDOODQGDOPRVWDOZD\VIDLOWRFOHDUWKUHVKROGVIRUVWDWLVWLFDOVLJQL¿FDQFH
LQ7DEOH%7KLVLPSOLHVWKDWWKHGLIIHUHQFHVLQ52(E\RUJDQL]DWLRQDO
form in Table 3 are being driven largely by the differences present in profitable enterprises. These results would be consistent with superior entreSUHQHXUVVHOHFWLQJMRLQWVWRFNVWDWXVRUMRLQWVWRFNVWDWXVIDFLOLWDWLQJ52(
JDLQV/RVVPDNLQJHQWHUSULVHVDUHVWDWLVWLFDOO\LQGLVWLQJXLVKDEOHIURPRQH
DQRWKHUE\52(DFURVVWKHGLIIHUHQWRUJDQL]DWLRQDOIRUPV
Finally, Table 5 introduces matching estimates. Whereas the baseline
2/6HVWLPDWHVDVVXPHWKDWWKHJURXSVRIHQWHUSULVHVE\RUJDQL]DWLRQDO
IRUP DUH EDODQFHG LQ WKHLU REVHUYDEOH FKDUDFWHULVWLFV PDWFKLQJ UHOD[HV
that particular assumption so that only closely comparable observations
GHWHUPLQHWKHFDOFXODWLRQRIWKHUHODWLYH52(GLIIHUHQFH
Using the full set of variables in column 8 of Table 3 a propensity
score was used to estimate assignment probabilities into the categories
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TABLE 4
',6$**5(*$7('52((67,0$7(6
$3UR¿WDEOH(QWHUSULVHV
(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(10)

([FOXGLQJ
.DQWRDQG.LQNL 1922–1932

$OO3UHIHFWXUHV
/LPLWHGSDUWQHUVKLS

(9)

(11)
1933–1939

–2.05***

–2.14***

–2.12***

–1.17**

–0.83*

–1.71***

–2.45***

–3.06***

–3.34***

–0.99

[0.23]

[0.24]

[0.20]

[0.20]

[0.47]

[0.48]

[0.48]

[0.57]

[0.88]

[0.71]

[0.84]

–1.87***

–1.72***

–1.95***

–1.93***

–1.04**

–0.72

–1.55***

–2.09***

–2.49***

–2.82***

–0.89

[0.27]

[0.28]

[0.22]

[0.21]

[0.45]

[0.46]

[0.43]

[0.48]

[0.72]

[0.58]

[0.64]

—

—

—

—

2.66***

3.26***

2.40***

2.55***

1.97***

3.09***

1.65***

—

—

—

—

[0.53]

[0.64]

[0.59]

[0.47]

[0.49]

[0.61]

[0.46]

—

—

—

—

0.31**

0.37**

0.07

-0.25

-0.53

–0.65**

0.34

—

—

—

—

[0.14]

[0.15]

[0.16]

[0.20]

[0.33]

[0.27]

[0.26]

9,624

9,624

9,624

9,624

9,624

9,624

9,624

9,624

6,658

5,620

4,004

47

47

47

47

47

47

47

47

33

47

47

R-sq (adj)

0.04

0.10

0.16

0.20

0.05

0.12

0.17

0.20

0.18

0.19

0.27

F-test

47.2

72.4

93.0

84.2

47.3

74.4

96.4

83.9

97.7

87.7

39.1

Unlimited partnership
/HYHUDJH
/RJ &DSLWDO

2EVHUYDWLRQV
Clusters

0HDQGHSHQGHQWYDULDEOH

5.29

5.29

5.29

5.29

5.29

5.29

5.29

5.29

5.33

5.54

4.94

St. dev. dependent variable

5.28

5.28

5.28

5.28

5.28

5.28

5.28

5.28

5.37

5.71

4.58

3UHIHFWXUH)(

N

N

N

<

N

N

N

<

<

<

<

,QGXVWU\)(

N

N

<

<

N

N

<

<

<

<

<

<HDU)(

N

<

<

<

N

<

<

<

<

<

<

Notes'HSHQGHQWYDULDEOHLV52(ZKHUHWKHQXPHUDWRULVUHVWULFWHGWRRQO\SUR¿WDEOHHQWHUSULVHV/LPLWHG3DUWQHUVKLSDQG8QOLPLWHG3DUWQHUVKLSDUHGXPP\YDULDEOHVZLWKWKH
UHIHUHQFHFDWHJRU\EHLQJ-RLQW6WRFN/HYHUDJHPHDVXUHVWKHDYHUDJHUDWLRRIGHEHQWXUHGHEWWRFDSLWDODQG&DSLWDOPHDVXUHVWKHDYHUDJHFDSLWDORIHQWHUSULVHV$XQLWRIREVHUYDWLRQ
is at the level of legal form, by industry, by prefecture, and by year. Standard errors in square brackets are clustered by prefecture: ***p < 0.01, **p < 0.05, *p < 0.1.
Source6HHWKHWH[W
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–2.18***

TABLE 4 (CONTINUED)
',6$**5(*$7('52((67,0$7(6
%8QSUR¿WDEOH(QWHUSULVHV
(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

/HYHUDJH
/RJ &DSLWDO

2EVHUYDWLRQV
Clusters
R-sq (adj)

(11)
1933–1939

–2.30***

–2.56***

–2.91***

–2.92***

0.50

0.35

–0.29

0.37

0.20

0.84

–0.56*

[0.27]

[0.27]

[0.26]

[0.25]

[0.50]

[0.49]

[0.50]

[0.37]

[0.39]

[0.52]

[0.33]

–1.55***

–1.78***

–2.36***

–2.43***

0.59

0.42

–0.39

0.09

0.33

0.08

–0.09

[0.33]

[0.33]

[0.34]

[0.34]

[0.55]

[0.55]

[0.58]

[0.42]

[0.37]

[0.66]

[0.23]

—

—

—

—

1.19***

0.63**

–0.94*

–1.01*

–1.14

–1.17

–0.86*

—

—

—

—

[0.26]

[0.31]

[0.53]

[0.56]

[0.74]

[0.78]

[0.45]

—

—

—

—

1.10***

1.17***

1.12***

1.39***

1.38***

1.81***

0.78***

—

—

—

—

[0.21]

[0.20]

[0.19]

[0.14]

[0.18]

[0.20]

[0.12]

9,624

9,624

9,624

9,624

9,624

9,624

9,624

9,624

6,658

5,620

4,004

47

47

47

47

47

47

47

47

33

47

47

0.02

0.07

0.1

0.12

0.04

0.09

0.12

0.13

0.15

0.12

0.12

F-test

39.0

40.2

50.7

42.5

43.8

34.6

42.0

40.7

51.7

17.4

25.8

0HDQGHSHQGHQWYDULDEOH

–4.08

–4.08

–4.08

–4.08

–4.08

–4.08

–4.08

–4.08

–4.00

–5.23

–2.46

St. dev. dependent variable

7.95

7.95

7.95

7.95

7.95

7.95

7.95

7.95

7.6

9.31

5.08

3UHIHFWXUH)(

N

N

N

<

N

N

N

<

<

<

<

,QGXVWU\)(

N

N

<

<

N

N

<

<

<

<

<

<HDU)(

N

<

<

<

N

<

<

<

<

<

<
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Notes'HSHQGHQWYDULDEOHLV52(ZKHUHWKHQXPHUDWRULVUHVWULFWHGWRRQO\XQSUR¿WDEOHHQWHUSULVHV/LPLWHG3DUWQHUVKLSDQG8QOLPLWHG3DUWQHUVKLSDUHGXPP\YDULDEOHVZLWKWKH
UHIHUHQFHFDWHJRU\EHLQJ-RLQW6WRFN/HYHUDJHPHDVXUHVWKHDYHUDJHUDWLRRIGHEHQWXUHGHEWWRFDSLWDODQG&DSLWDOPHDVXUHVWKHDYHUDJHFDSLWDORIHQWHUSULVHV$XQLWRIREVHUYDWLRQ
is at the level of legal form, by industry, by prefecture, and by year. Standard errors in square brackets are clustered by prefecture: ***p < 0.01, **p < 0.05, *p < 0.1.
Source6HHWKHWH[W
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(10)

([FOXGLQJ
.DQWRDQG.LQNL 1922–1932

$OO3UHIHFWXUHV
/LPLWHGSDUWQHUVKLS

(9)
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TABLE 5
0$7&+,1*5(68/76
/LPLWHG
3DUWQHUVKLS

52( QRFDOLSHU
 0DWFKHGSDLUV

–0.86

52( FDOLSHU

–0.43

Joint
Stock
3.62
3,171

 0DWFKHGSDLUV

0.90
479

Unlimited
3DUWQHUVKLS
52( QRFDOLSHU
 0DWFKHGSDLUV

0.21

52( FDOLSHU
 0DWFKHGSDLUV

–0.23

–1.33

Difference

[–97.89]
–1.08

[1.33]
Covariate
Balance

3.16

–2.95
[–10.44]

[–51.40]

2.75

–2.98
[–3.58]

[2.17]

2,623
571

–4.48
[–20.31]

[–1.66]
Joint
Stock

Covariate
Balance

Difference

Notes 0DWFKLQJ UHVXOWV XVH QHDUHVW QHLJKERU ZLWKRXW UHSODFHPHQW DQG LQ WKH UHOHYDQW URZV D
caliper of 0.2 times the standard deviation of the propensity scores. The propensity scores were
JHQHUDWHGXVLQJDOOWKHYDULDEOHVLQWKHVSHFL¿FDWLRQLQ7DEOHFROXPQ7KHFRYDULDWHEDODQFH
test is a t-test of the difference in means between the capital of observations in the respective
groups. Values in squared brackets are t-statistics.
Source6HHWKHWH[W

RIHQWHUSULVHVE\WKHLUOHJDOIRUP7KH52(RXWFRPHZDVWKHQHVWLPDWHG
by comparing limited partnerships with joint stock corporations and by
comparing unlimited partnerships with joint stock corporations. The
¿UVWURZLQHDFKVHWRIUHVXOWVSURYLGHVDQHDUHVWQHLJKERUPDWFKZKHUH
all observations in the data are included to generate the estimates. The
second row uses caliper nearest-neighbor matching to select matches
within certain tolerance limits of the propensity score. The limits, or
calipers, were set at a width of 0.2 times the standard deviation of the
SURSHQVLW\VFRUHV7KH¿QDOFROXPQUHSRUWVDWHVWWRFKHFNWKHPDWFKLQJ
estimates statistically balance enterprises by size.
,Q WKH ¿UVW URZ RI 7DEOH  LW FDQ EH VHHQ WKDW WKH PHDQ GLIIHUHQFH
between limited partnerships and joint stock enterprises is large, with a
difference of –4.5 percentage points. However, the covariate balance test
rejects the null hypothesis that the two groups of enterprises are closely
matched according to their capital. Caliper matching in the second row
of Table 5 provides more favorable balancing properties, establishing a
PHDQ GLIIHUHQFH RI ± SHUFHQWDJH SRLQWV LQ WKH 52( RI OLPLWHG SDUWnerships compared to observationally similar joint stock enterprises.
Although caliper matching leads to a substantial drop off in the number
of matching pairs, reassuringly the matching estimates in Table 5 of –1.3
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to –4.5 percentage points bound the baseline estimate of around –2.0
percentage points in column 8 of Table 3.
The third and fourth rows of Table 5 follow the same approach for
FRPSDULQJ WKH PHDQ 52( RI XQOLPLWHG SDUWQHUVKLSV ZLWK MRLQW VWRFN
enterprises. The mean differences are large and negative, as in in column
8 of Table 3, although the covariate balance test fails to reject the null
hypothesis of observational overlap in terms of capital. Although a variety
RIPHFKDQLVPVFDQH[SODLQ52(YDULDWLRQ HJFRUUHODWLRQVEHWZHHQWKH
size of enterprises, the selection of organizational form and performance,
RUVXSHULRU52(HQDEOLQJDFKDQJHLQIRUPRYHUWKHOLIHF\FOHRIEXVLnesses), the upshot of the matching results is to add robustness to the
EDVHOLQH¿QGLQJRIDSRVLWLYHUHODWLRQVKLSEHWZHHQMRLQWVWRFNHQWHUSULVHV
DQG52(
,1752'8&7,212)7+(YUGEN KAISHA -$3$1¶63//&

So far the analysis has shown that the joint stock form was heavily
used in Japan during the late nineteenth and early twentieth centuries, and
WKDWLWZDVDVVRFLDWHGZLWKVXSHULRUSHUIRUPDQFH<HWERWKIDFWRUVFRXOG
EHH[SODLQHGE\DQLQWHUPHGLDWHIRUPRIRUJDQL]DWLRQEHLQJXQDYDLODEOH
Some business owners may have been constrained optimizers and have
FKRVHQ WKH 3//& RYHU OLPLWHG DQG XQOLPLWHG SDUWQHUVKLSV RU WKH MRLQW
stock form, had it been available, as it was in other countries such as
%ULWDLQ *HUPDQ\ DQG )UDQFH 2QH ZD\ RI DGGUHVVLQJ WKLV LVVXH LV WR
H[DPLQH ZKDW KDSSHQHG WR RUJDQL]DWLRQDO FKRLFHV RQFH WKH 3//& ZDV
introduced.
The Yugen KaishaZKLFKLVRIWHQFRQVLGHUHGWREH-DSDQ¶VYHUVLRQRI
WKH3//&ZDVEURXJKWDERXWE\DUHIRUPZKLFKFDPHLQWRHIIHFW
in 1940. While much of the more general reforms at this time were based
on the 1937 German Aktiengesetz, or stock corporation law, the intuition
behind the Yugen Kaisha followed that of the German GmbH from 1892,
although the precise structure of these respective legal forms differed in
fundamental ways. Given the close historical correspondence between
Japanese and German laws it is perhaps surprising that policy makers did
not introduce the Yugen Kaisha earlier.
2QWKHRWKHUKDQGWRWKHH[WHQWWKDW-DSDQHVHSROLF\PDNHUVGHVLJQHG
the Commercial Code as an “eclectic body of law embodying the best
principles of the commercial laws of all other civilized nations” (De
Becker 1913, p. 207) it could be argued that the introduction of the Yugen
KaishaDOPRVWRQHKDOIRIDFHQWXU\DIWHULW¿UVWDSSHDUHGLQ*HUPDQ\
ZDVDUHÀHFWLRQRIWKHVXLWDELOLW\RIH[LVWLQJIRUPV,WLVSRVVLEOHWKHUH
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was no demand for a structure that in the language of Guinnane et al.
(2007, p. 2), “combined the advantages of legal personhood and joint
VWRFNZLWKDÀH[LEOHLQWHUQDORUJDQL]DWLRQDOVWUXFWXUH´7DNDVKL6KLPL]X
 DUJXHVIRUH[DPSOHWKDWÀH[LEOHJRYHUQDQFHFRXOGEHDFKLHYHG
E\EXVLQHVVRZQHUVXQGHUWKHH[LVWLQJGoushi Kaisha, and that the principal contribution of the Yugen KaishaZDVRQO\WRH[WHQGWKHVFRSHRI
limited liability.
-DSDQHVH SROLF\ PDNHUV KDG FRQVLGHUHG D ÀH[LEOH OLPLWHG OLDELOLW\
VWUXFWXUH LQ WKH RULJLQDO 0HLML GUDIW RI WKH &RPPHUFLDO &RGH $VDJL
(1995) documents that Hermann Roesler included the idea of Sakin
Kaisha, which allowed some partners to be unlimited liability partners
through agreement among all partners in the articles of association.
7KLVLGHDZDVQRWLQFOXGHGLQWKH¿QDOWH[W$FFRUGLQJWR+DUDOG%DXP
DQG(LML7DNDKDVKL S WKHPDMRUPRPHQWXPIRUOHJLVODWLYH
change towards the Yugen Kaisha only originated in 1917 and 1918
with two academic studies published by Naojiro Sugiyama, from Tokyo
University. Sugiyama pointed out that many countries had invoked laws
SURPXOJDWLQJ3//&VDQGWKHUDSLGWDNHXSRIWKHQHZIRUPLQWKRVHSODFHV
LPSOLHG-DSDQHVHVPDOO¿UPVZKLFKSUROLIHUDWHGDURXQGWKHWLPHRI:RUOG
:DU,FRXOGDOVREHQH¿WIURPWKHQHZRUJDQL]DWLRQDOIRUP,QWKH
Tokyo Chamber of Commerce and Industry investigated laws in relation
to various forms of enterprises, especially those with limited liability.
'UDZLQJ RQ WKH ¿QGLQJV RI WKLV LQYHVWLJDWLRQ DQG DFDGHPLF VWXGLHV LQ
WKH/HJLVODWLYH&RXQFLORIWKH0LQLVWU\RI-XVWLFHDQQRXQFHGWKDWLW
would “provide through a special law, recognition for a special form of
company equivalent to a limited liability company under foreign laws, or
DSULYDWHFRPSDQ\XQGHU(QJOLVKODZV´ $VDJL $ELOORQWKHYugen
Kaisha was submitted seven years later to the Imperial Diet, and it was
enacted in 1940 along with other laws revising the Commercial Code.
The Yugen KaishaSURYLGHGIRUOLPLWHGOLDELOLW\ WKRXJKQRWDVÀH[LEO\
DVWKH*PE+ ZDVFDSSHGE\DPD[LPXPRIVKDUHKROGLQJPHPEHUV
(the GmbH had no member caps), imposed restrictions on the transfer of
shares but required only one director, and limited reporting requirements.
Unlike in the case of the GmbH, no voluntary undertaking of additional
contractual obligations by means of the articles of association was permissible. Japan did not recognize any deviation from the limits of liability set
out in it laws. With respect to membership caps, the Yugen Kaisha was
PRUHVLPLODUWRWKH%ULWLVK3//&,QDQHIIRUWWRH[FOXGHYHU\VPDOO
EXVLQHVVHVDPLQLPXPFDSLWDOUHTXLUHPHQWZDVLQLWLDOO\VHWDW
DSSUR[LPDWHO\LQWRGD\¶V86GROODUV <HWWKHPHPEHU
FDSZDVVXI¿FLHQWO\KLJKWRSHUPLWODUJHUHQWHUSULVHVWRH[SORLWWKHQHZ
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FIGURE 7
6+$5(2)(17(535,6(6±%</(*$/)250
Notes&RPSLOHGIURPVWDWLVWLFVUHSRUWHGE\+DUDOG%DXPDQG(LML7DNDKDVKL  %HWZHHQ
1960 and 1980 no statistics are given so these are linear interpolations.

form.9 In effect the Yugen Kaisha law established an intermediary form
between the limited and unlimited partnership and the joint stock form.
Figure 7 presents time series data on the concentration of business
forms in Japan from 1940 to 1995. Two striking patterns emerge. First,
WKHDGRSWLRQRIWKH3//&ZDVLPPHGLDWHDQGUDSLGGHVSLWHWKHGLVUXSWLRQ
RI:RUOG:DU,,:LWKLQWZRGHFDGHVWKH3//&DFFRXQWHGIRUSHUFHQW
of all registered enterprises, and by the end of the twentieth century it
accounted for more than 50 percent.10 A second clear trend to emerge
IURPWKHGDWDLVWKDWWKH3//&GLVSODFHGOLPLWHGDQGXQOLPLWHGSDUWQHUships notMRLQWVWRFNHQWHUSULVHV,QWKLVVHQVHWKH-DSDQHVHH[SHULHQFHLV
PXFKFORVHUWRWKDWRI*HUPDQ\WKDQ%ULWDLQRU)UDQFHZKHUHWKH3//&
started to substitute for the joint stock form (Guinnane et al. 2007).
9
The minimum capital requirement for Yugen KaishaZDVFKDQJHGWRLQDQG
PLOOLRQLQ$OVRLQWKHPLQLPXPFDSLWDOUHTXLUHPHQWZDVLQWURGXFHGIRUKabushiki
KaishaDQGVHWDWPLOOLRQ%HIRUHWKDWWKHUHZDVQROHJDOPLQLPXPFDSLWDOUHTXLUHPHQWIRU
Kabushiki KaishaEXWKDGEHHQXVHGDVDWKUHVKROGIRUDVWRFNH[FKDQJHOLVWLQJ
10
 ,Q  WKHUH ZHUH  UHJLVWHUHG 3//&V LQ -DSDQ YHUVXV  MRLQW VWRFN
26,485 limited partnerships, and 5,724 unlimited partnerships.
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Despite the introduction of the Yugen Kaisha the joint stock form
UHPDLQHGLQKHDY\XVHIRUVHYHUDOUHDVRQV$VLQWKHSUHZDUHUDH[WHUQDO
¿QDQFH FRQVLGHUDWLRQV FRQWLQXHG WR EH LPSRUWDQW EXW UDWKHU WKDQ EHLQJ
advantageous for accessing equity markets, the joint stock form offered
EHQH¿WV IRU DFFHVVLQJ EDQN GHEW ZKLFK EHFDPH D FRQVLGHUDEO\ PRUH
LPSRUWDQW ¿QDQFLQJ FKDQQHO LQ WKH SRVWZDU \HDUV )UDQNV 0D\HU DQG
0L\DMLPD   $OWKRXJK VHYHUDOzaibatsu were eliminated or restructured as a consequence of the allied occupation, cross-shareholding developed under the new keiretsuDQGEDQNVDQG¿QDQFLDOLQVWLWXWLRQVEHFDPH
both creditors and shareholders of the new industrial groups (Shishido
S 5HIRUPVIURPWROHGWRWKHUHFRQ¿JXUDWLRQRI
corporate power and authority between the shareholders meeting, the board
of directors, and corporate auditors as investor protections in joint stock
businesses were strengthened; but in the long run regulations protecting
VKDUHKROGHUV DW WKH H[SHQVH RI EXVLQHVV RZQHUV ZHUH OHVV VWULQJHQW LQ
Japan than in other countries (Hannah 2014). A culture favoring the joint
stock form persisted through the postwar era as it signaled advantages
ZKHQIRUH[DPSOHHQJDJLQJLQSURFXUHPHQWFRQWUDFWLQJRULQGHYHORSLQJ
relationships with banks. Joint stock was a prestigious type of organization more generally despite being associated with higher administrative
FRVWVDQGPRUHVWULQJHQWSXEOLFGLVFORVXUHV 0DWVXL 
&21&/86,21

This article has assembled new data on the organization of enterprise
LQ-DSDQZLWKDYLHZWRSODFLQJWKH-DSDQHVHH[SHULHQFHLQWKHFRQWH[W
of the broader research agenda initiated by Guinnane et al. (2007). Their
¿QGLQJV FRQYLQFLQJO\ VKRZ WKDW WKH MRLQW VWRFN FRUSRUDWLRQ ZDV QRW D
superior form of business organization in many advancing industrial
nations. When governments offered business owners the opportunity to
KDYHDÀH[LEOHV\VWHPRIRUJDQL]DWLRQWKDWZDVHPERGLHGLQWKH3//&
the take-up was generally rapid, and this process occurred in nations with
both Anglo-American and French, or German, legal institutions. As such
this body of works casts strong doubts on the alleged domination of both
MRLQWVWRFNFRUSRUDWLRQVDQGFRXQWU\VSHFL¿FOHJDORULJLQVDVEHLQJPDMRU
determinants of economic growth.
-DSDQ DSSHDUV WR EH D XQLTXH FDVH ZKLFK ERWK FRQ¿UPV DQG GLIIHUV
IURPVRPHRIWKLVHVWDEOLVKHGZLVGRP2QWKHRQHKDQGLWZDVRVWHQVLEO\
a civil law country in which the joint stock form was probably just as
popular as it was in the United States where a common law legal tradiWLRQH[LVWHG2QWKHRWKHUKDQGWKHUROHRIWKHMRLQWVWRFNFRUSRUDWLRQZDV
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likely more pivotal in the process of Japanese modernization during the
late nineteenth and early twentieth centuries than it was in many other
countries, including Germany, Britain, and France. It was prevalent over
WLPHDFURVVSUHIHFWXUHVDQGVHFWRUVDQGLWZDVVXSHULRULQWHUPVRI52(
performance. Joint stock enterprises accounted for 94 percent of aggreJDWHSUR¿WVEHWZHHQDQGDVWULNLQJLOOXVWUDWLRQRIWKLVSDUWLFXODURUJDQL]DWLRQDOIRUP¶VGRPLQDQFH
(YHQZKHQWKH3//&ZDVLQWURGXFHGSURYLGLQJDQex post insight into
the potential selection preferences of business owners, the share of enterprises organized under joint stock ownership remained high. The Yugen
Kaisha offered an intermediate choice to small- and medium–sized busiQHVVRZQHUVEXWWKHVSHFL¿F-DSDQHVHOHJDODQGKLVWRULFDOFRQWH[WPHDQW
WKHUHZDVOLPLWHGVXEVWLWXWLRQZLWKWKHMRLQWVWRFNIRUP0RUHRYHUZKLOH
the Yugen Kaisha ultimately accounted for more than one-half of all
registered enterprises, its relevance for satisfying the needs of both business owners and the government was severely negated in the long run.
3URJUHVVLYHUHYLVLRQVWR-DSDQHVHFRPSDQ\ODZHIIHFWLYHO\QDUURZHGWKH
legal and organizational gap between the Yugen Kaisha and joint stock
ownership. Under reforms in 2005, the Yugen Kaisha was abolished and
replaced with the Godo Kaisha, which was modeled on the U.S. limited
liability form.
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