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Post-war Discussions over the Structure of Public Corporations:

Focusing on the “Board of Directors”

<Summary>

Ryura Kato

The controversial issues in establishing a public corporation are whether to
define (i) one man or collegiate management, (ii) “external” or “internal” boards,
(iii) managing or supervisory boards, (iv) optimum size and composition of the
boards. This was also true in Japan at the occupation period, when Japan and
GHQ struggled over the structure of newly founding public corporations.

In the U.S. tradition, government corporations usually have the “board of
directors” as the highest decision-making body. Its members hold the external
responsibilities of the corporation thereby protect the day-to-day corporate
activity from partisan influences and controls.

Unlike the American tradition, the public corporations in the post-war
Japan generally did not have the “board” structure and, even in those which
had the “board”, the GHQ-originated organizational structure was emasculated
through Japanese officials’ interpretations of the GHQ directions to make the
corporations adopt more “one man” type structure. This paper tries to reveal
that process by looking back the controversies between Japan and GHQ over the
organizational structure of public corporations. The cases chosen are the Japan
National Railway (JNR) and the Bank of Japan (BOJ).

JNR is one of the earliest examples of post-war public corporations,
though, officials in the Ministry of Transportation was generally negative in
transforming the previously governmental undertaking business into the new
“public corporation” form. On contrary to the American understanding of the
“board”, it was found that Minister remarked in Diet that the newly constituted
“board of directors” would function as an advisory committee to the president.

Furthermore, through a comparative analysis of Japanese and English scripts of
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Official Gazette, it was further convinced that there was a gap of understanding
on the structure of JNR between American and Japanese officials. Consequently,
the board did not have an actual influence on the management of JNR and was
abolished in as early as 1956.

Economics and Science Section (ESS) of GHQ first planned to create “a
banking board” as to regulate the whole financial market, within which the BOJ
should play a central role. This plan, however, was objected by the Department
of the Army in the U.S., and ESS had to compromise the plan to the one that
establishes a policy control board within the framework of BOJ. So, it is worth
noting that this conversion from the “external” to the “internal” board derives
from inside the American forces, not from Japanese opposition. After the plan
was consolidated, still, there was a gap of understanding on the composition
of the board between Dodge, the financial advisor to General MacArthur,
and “Pope” Ichimada, the president of BOJ. Dodge’s idea was to appoint the
members of the board from various fields of the society, while Ichimada’s view
concentrated on financial experts. As a result, BOJ accepted to establish the
board with the condition that the president of BOJ chairs the board. Though
not formally, it became a convention in BOJ, and has enabled the “one man”
management of the Bank since then.

Additionally, an implication of the paper is that the post-war public
corporations were exposed to more direct political and partisan influences than
its modeled American government corporations due to the abandonment of the

“board” structure at this time.
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