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Abstract

This paper reassesses the function and evolution of cross-shareholdings in Japan and asks whether recent
corporate governance reforms in Japan have been too investor-driven and market-driven. They have enabled
the continuation of research and development, the establishment of long-term business relationships, and man-
agement that takes into account a variety of stakeholders, including employees. However, in recent years,
cross-shareholdings have been reviewed under the Corporate Governance Code (CG Code).

In this paper, we questioned the bias in media coverage that has uniformly rejected cross-shareholdings as
“old-fashioned,” as well as the establishment philosophy of the current CG Code, which prioritizes financial and
economic factors. It reaffirms the advantages of cross-shareholdings that have been positively evaluated by
much of the literature : medium- to long-term management support by stable shareholders, risk sharing, promo-
tion of ongoing business alliances, and contribution to the formation of managerial discipline.

It also points out that there are concerns about the growing influence of hedge funds and foreign activist
investors as recipients of shares after the unwinding of cross-shareholdings, and that the relationship of trust
with “visible shareholders,” which is the basis of Japanese-style management, is being lost. Based on the
above, we have presented perspectives for reevaluating cross-shareholdings and reassessing their contemporary
significance.
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