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Japanese Regional Financial Institutions
(Part 1)

HAYASHI Kingo
Nihon University, Graduate School of Social and Cultural Studies

This paper, based on data prepared by the Financial Services Agency, describes changes in financial
administration since the 1990s and their impact on regional financial institution management, as well as
recent issues and problems. The financial administration after the collapse of the bubble economy was
to carry out “follow-up checks”, “strict individual asset assessments”, and “legal compliance checks”
toward regional financial institutions. As a result, regional financial institutions gave priority to the
establishment of a management system to meet the requirements of financial inspections by the
Financial Services Agency. Therefore, it forced management of regional financial institutions to
concentrate their “form, past, and part”, and they neglected their basic activities for “financial
intermediary functions”, “user convenience” and “market vitality”. Therefore, the Financial Services
Agency changed a policy that emphasizes “real, future, and overall” instead of “form, past, and part” of
regional financial institutions. Also recently, the Financial Services Agency requires regional financial
institutions to build their own sustainable business models. However, some of them are unable to do so
because of problems and issues with management and governance. For regional financial institutions,
building a sustainable business model requires deepening new approaches rather than traditional
approaches. To that end, it is essential to reform the governance of regional financial institutions.
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