CONTENTS

List of illustrations vi
Acknowledgements viii
Introduction 1
THEORETICAL FRAMEWORK 4
Investment velation 4
Investment relation costs 5
Relevant dimensions of investment relations 8
Classification of alternative regulatory environments 12
Organizational modes of capital allocation
and corporate governance 26
Discriminating match 93
EMPIRICAL EVIDENCE FROM GERMANY,

JAPAN AND THE UNITED STATES 111
Germany 111
Japan 132
United States 146
Conclusion 160
SUMMARY 161
Appendices 166
Notes 170
Bibliography 182
Name index 190

Subject index 193



1.1
1.2
1.3
14
1.5
1.6

1.7

1.8

1.1

2.1

2.2

ILLUSTRATIONS

FIGURES

Expected value of investment portfolios under
accurate and inaccurate knowledge

Categories of knowledge generated by different
kinds of event information

Financial benefits (losses) of corporate owners

and creditors under limited liablility

Ownership concentration through pyramiding
Otrganizational structure of multidivisionalized firms
Financial and organizational structure of

LBO associations

Major debt relationships within the financial

core and between the financial core and nonfinancial
keiretsu firms

Comparative features of alternative modes of

capital allocation and corporate governance
Efficiency match under neoclassical regulation
Efficiency match under Japan’s hybrid

regulatory environment

TABLES

Distinguishing features of neoclassical and relational
regulation

A comparison of German, Japanese and US

capital markets

Ownership structure of listed corporations in
Germany, Japan and the US

28
31
70
73

78

83

92
102

144

23
121

123



2.3

2.4
2.5

2.6
2.7

2.8

ILLUSTRATIONS

Ownership concentration under relational
(Germany), hybrid (Japan) and neoclassical (US)
capital market regulation (percentages of total)
Statistical results for Germany

Cross shareholdings, internal lending, internal
trading and personal ties within Japan’s six major
financial keiretsu (1993/94)

Statistical results for Japan

Assets of six largest German, Japanese and

US banks ($ billion)

Statistical results for the United States

vii

124
131

143
146

157
159



