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Japanese Style of Holding Company Management :Its Current Status
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Since the series of legal reforms in the 1990’s, there have been changes taking place in corporate organizations, which allow for
establishment of pure holding companies that enable companies also in Japan to aggressively pursue merger and acquisition
activities. The holding company management system, while it facilitates M & A activities internally and externally of the group, can
also be said to be one that is, “a management style that does not define the relationship between the company (group) and the
employees as being a permanent one.” Consequently, a new management style that differs in perspective from the long-held
Japanese management style rooted in the practice of long term service will be needed.

Comparing a pure holding company system with the pseudo-subsidiary system such as the business group system or company
system, many advantages and disadvantages exist in each but, in general, it may be said that the pure holding company system is
more susceptible to the effects of the advantages and disadvantages, resulting in a high risk and high return type of management
style. A pure holding company organization realizes the greatest degree of its advantage in times of business reorganizations such
as withdrawing from a business, but the separate legal entity format may create barriers in efforts to concentrate human and
material resources in a specific line of business.

In such an environment, the relationship between the holding company and the operating company ought not be a hierarchical one,
but one in which it can be seen as a new form of business specialization where the holding company has exclusive domain over the
group relationships with financial institutions, shareholders and society in general, while the operating subsidiaries have exclusive
domain over customers and the market with such specialization resulting in enhancement of value of the enterprise.

In order to make possible such new specialization structure, a greater degree of professionalism is required by each party and, the
desired result is an establishment of a “Japanese style” holding company management that is overflowing with professionalism.
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