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Challenges of Japanese Corporate Governance Reform:
Managing the Risks of Corporate Fraud

Kimihisa KOMURA

ABSTRACT

This paper aims to analyze corporate governance reform in Japan to date and examine future challenges that should be
considered in order to prevent corporate fraud.

Previous corporate governance reform in response to frequent corporate fraud mainly comprised efforts to “promote
the avoidance of excessive risk-taking aimed at short-term gains for shareholders.” Nevertheless, in recent years, it has been
recognized that the efforts to “promote appropriate risk-taking by managers and to increase the value of stakeholders over
the medium- to long-term” are effective. However, in relation to these reform demands, corporate fraud cannot be prevented
by formal efforts, i.e., “through laws and regulations.” In this paper, we focus on “the disparity between accepted practices in
society and those accepted in the corporate world” as a cause of corporate fraud and consider the establishment of a
mechanism through which corporate management and reform are put into practice on the basis of “accepted practices in

society.”

Keywords: corporate fraud, corporate governance, corporate social responsibility (CSR), outside director






