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Financial Reform from the Perspective of Communication
Kanako Toi

Abstract

Japan’s financial crisis, following the collapse of the economic bubble, not only showed
that the country’s postwar financial system was no longer capable of functioning as in
the past, but also served as the cue for drastic reform of the system. The course ahead,
however, remains unclear, and questions need to be addressed. Why has Japan's
financial system failed to function effectively, and why has little progress been made on
reform? In this paper, | examine what is impeding change in Japan’s financial system,
and show that the core factor is that, despite reform of the system depending on
interaction between people, insufficient stress has been placed on the communication
that forms the basis for this.

| examine the following areas: The activities that maintain trust and confidence at the
social and cultural metasystem level; enforcement mechanisms at the level of
institutions and systems; arrangements for the allocation of resources and risk burden at
the level of the financial markets. | aso trace the historical development of Japan’'s
financial system (which consists of a combination of a coercive regulatory system and
organizational system). In my analysis | argue that it is the difficulty of simultaneously
implementing multiple reforms required by the inertia inherent in the system and
complementary of programs that isimpeding the system’s change.
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