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1. Introduction

Shibusawa Eiichi'(1840-1931) is one of the most famous entrepreneurs in Japan. He is
often called the ‘Father of Japanese capitalism.” As an entrepreneur, he was associated with
more than 500 compantes, either through being a founder, a board member, an advisor, or a
shareholder, over the course of his lifetime. Two of the most well-known companies which
Shibusawa associated with were the First National Bank (Dai-Ichi Kokuritsu Ginks, currently
known as Mizuho Bank) and the Osaka Cotton Spinning Company (Osaka Béseki Kaisha,
presently known as Téoyobs). However, Shibusawa was also involved with many other big
companies, including Tokyo Gas, Japan Brick Manufacturing, Kyoto Textiles, the Imperial
Hotel in Tokyo, Oji Paper, and Sapporo Breweries.

1t is noteworthy, however, that Shibusawa did not confine his attention solely to big busi-
nesses located in Japan's largest cities. He was also associated with a lot of local companies
and entrepreneurs. He took part in the establishment of many local companies, became a
shareholder in them, sometimes became a board member, while his distinctive ideas highly
impacted many ‘local’ entrepreneurs.

Shibusawa also invested heavily in social projects throughout his life. In addition to cor-
porate start-ups, he was involved in establishing around 600 social welfare and educational
institutions. After Shibusawa retired entirely from business in 1916, he mainly focused on so-
cial activities for the remainder of his life.

Previous research has focused on Shibusawa's role in big companies and as a business
leader of Japanese capitalism. Shimada Masakazu, [2007)° and Kikkawa and Frindenson, eds.
(2014]° [2017]" are among the Japanese and English language studies with taking this ap-

proach. In contrast, there has been little substantial work published on his involvement in lo-

* T am grateful to Geoffrey G. Jones, Isidor Straus Professor of Business History at the Harvard

Business School, for helpful comments and suggestions. I also thank the Shibusawa Memorial
Museum archives for permitting me to see precious documents. From September 2019 to August
2020, I was engaged in research as a visiting scholar at the Reischauer Institute of Japanese Studies,
Harvard University. [ would like to express my deep appreciation to Kokugakuin University for
giving me this opportunity.
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cal companies or social welfare activities.

This article, then, makes an original contribution by discussing the activities of Shibusa-
wa in relation to local companies and social projects.

The article proceeds as follows. Section 2 describes Shibusawa’s influence on local com-
panies and local entrepreneurs. The case of Denshichi Ito, the president of Mie Spinning, and
Shibusawa’s relationship with the Mie Spinning Co. are highlighted.

Section 3 explains Shibusawa's social activities employing new archival sources. Using
the “Seien sensei koshi rireki,” held at the Shibusawa Memorial Museum archives, I clarify the
history of the awards and honors he had received in the early and the mid-Meiji period. This
article will outline the innovations in social welfare in which Shibusawa was involved; such as
Shibisawa’s activities after the Great Kanto Earthquake in 1923, the Chuié Jizen Kydkai (Cen-

tral Charity Association), and the enactment of the kyiigo-ha (relief system law).

2, Shibusawa’s influence on the local company and the local entrepreneur
2-1 The relationship with Mie Spinning Co.

Shibusawa was actively involved with many small local companies. These companies were
active in multiple industries in multiple regions. He would not serve as an executive in more
than one company in the same industry in a region.” Instead, he sometimes asked other busi-
ness leaders to take full-time positions as directors or managers of firms he was involved in
establishing. They acted as his proxies. Asano Saichira(1848-1930), Okura
Kihachirs(1837-1928), and Makoshi Kyahei(1844-1933) were prominent acting in this role
and frequently appeared as executive officers at companies in which Shibusawa involved.

This overall pattern can be discerned by using a case study of Mie Spinning Co. and its’
president, Ité Denshichi (1852-1924}.° Ité was born in the village of Muroyama in Mie
Province(now Yokkaichi City in Mie Prefecture) in June 1852. The It family was an old fami-
ly dating back to medieval Japan and that engaged in the brewing industry since the Tokuga-
wa period(the era of Ito's grandfather’). Ito's father® was also active in handling the finances of
his clan(han)in the late Tokugawa period.” He also became interested in spinning machinery
and the textile industry. At the beginning of the Meiji era, Ito's father decided to establish
spinning mills. He was advised by Kashima Manpei, who had founded the Kashima Spinning
factory, Japan’s first private spinning factory, in 1872.

Ito’s father let his son visit some spinning mills and machinery factories in order to ac-

quire knowledge of the spinning industry and its management. Subsequently, he began con-
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struction of a spinning factory in 1880. The factory started production in 1882, and the entire
factory was completed in the following year."

The factory was loss-making for its first three years. To make matters worse, [to's father
(9™ Ita) died in September 1883. After his death, Ito Den'ichird took his father's name, Ito
Denshichi {10" It3). As the spinning factory continued to struggle, Ishii Kunimichi, the gov-
ernor of Mie Prefecture, introduced Ito to Shibusawa in 1884. Ishii thought that Shibusawa
could leverage his successful launch of the Osaka Spinning Co. to provide advice on how to
manage a textile mill successfully." It5 traveled to Tokyo to meet Shibusawa, who advised him
that the scale of the factory should be expanded from 2,000 spindles to at least 10,000 spin-
dles."” He suggested that capital should be raised in both Tokyo and Mie and that competent
Japanese engineers should be hired to manage a large-scale business.

Ito hired Saito Tsunezd, an engineer of the Imperial Japanese Mint(Zouhei-kyoku), which
produced and circulated the country’s coinage, as the chief engineer, He had graduated from
Engineering College(Kobu Daigakkou, -now the University of Tokyo-). In December 1886,
Saitd was sent to London to acquire technology following the foundation of Mie Spinning Co.
in the previous June.” Saité would later appoint the 3" president of the textile giant Téyobo
(1920-1926).

When the Mie Spinning Co. was founded in June 1886, Yamaki Michinari, who was the
Manager of Daiichi Bank Yokkaichi Branch and a right-hand man of Shibusawa, was appoint-
ed as the founding chairman. Shibusawa became the shareholder vice president on the Tokyo
side, and Ito became the chairman and manager'*. In November 1886, they obtained permis-
ston to establish the company from Mie Prefecture, and in April 1888, the main factory start-
ed operation. At the extraordinary general meeting of shareholders held on July 15, 1889, the
company decided to establish the formal position of an advisor, and Shibusawa was appointed
as the advisor. The duties of the advisor of the company were not merely nominal,” but con-
sulted on management issues.'®

In the early period of the company, the three executives of the company were Kuki Mon-
shichi , Itd Demshichi, and Saito Tsunezd, and the advisor was Shibusawa. Ité doubled as a
manager, and Saito doubled as a chief engineer. Shibusawa had the right to decide important
management matters,” In this way, Shibusawa was fundamental to the early management of
the company. In Shibusawa Eiichi denki shirys [Biographical Materials of Shibusawa Eiichi], it
can be seen that Shibusawa wrote letters to Ité and Saité giving management advice, execu-

tives also went to Tokyo to discuss strategy with Shibusawa. Shibusawa himself visited the Mie
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Spinning Co." The company’s performance sharply improved, and it can be conjectured that
Shibusawa's connection was instrumental in this success.

Shibusawa’s involvement with Mie Spinning Co. was not limited to the start-up period,
but persisted. For example, Shibusawa was actively involved in the merger negotiations be-
tween the Mie Spinning, Owari Spinning and Nagoya Spinning in October 1905."°

In June 1909, on reaching the age of 70 years old, Shibusawa retired from his position at
many companies, including at the Osaka Spinning Co. and Mie Spinning Co.. However, he
did end his relationship with either company. He played an essential role as a coordinator
even after his retirement in critical events such as corporate mergers. For example, on June
26, 1914, Osaka Spinning Co. and Mie Spinning Co. merged to form Toyobo, and Shibusawa
played an essential role in this merger. Prior to the merger, on March 14, 1914, Shibusawa
went to Nagoya, met with the executives of both companies, and put together the require-
ments for the merger™. In addition, Its, an executive of Mie Spinning Co., sent Shibusawa the
financial statements for each term even after the retirement of Shibusawa to inform him of the
management situation of Mie Spinning™. It is also worth noting that Shibusawa visited Na-
goya to coordinate this merger. After this merger, Toyobo grew as Japan's leading spinning
company. It is well known that Shibusawa was involved in Osaka Spinning Co., but he was
also heavily involved in Mie spinning Co. since its establishment.

2-2 Shibusawa’s relationship with Itd Denshichi

As already mentioned, Shibusawa and It first met in 1884, They had a long relationship
with one another, both public and private. When 1t5 reached his 60th birthday in 1912, Shibu-
sawa invited him to his villa in the suburbs of Tokyo and celebrated with Ito. At the celebra-
tion, Shibusawa praised It¢'s achievements and presented a souvenir. In recognition of this, It
expressed his gratitude to Shibusawa for his guidance from time to time®. Ité served as the 2™
president of Toyobs from 1916 to 1920 and then became an advisor until his death. Its also
served on the board of directors of many companies in the Chukys area, contributing to the
local economy. When Ito died in 1924, Shibusawa urged the government to give It6 an investi-
ture. He was duly awarded the investiture.”

The relationship between Shibusawa and Ité was more profound than the indirect rela-
tionship seen with many other local entrepreneurs. As mentioned above, Shibusawa some-
times asked other business people to be full-time positions as directors or managers of firms
he involved to establish. They played their roles as his proxies. Asano Saichird (1848-1930),

Okura Kihachiro (1837-1928), were familiar figures as his proxies. Ito seemed to have had the
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same relationship. Shibusawa's nationwide variety of corporate activities was possible because

of the support of “local” proxies in regions such as Ito.

3. Social activities of Shibusawa
3-1 Shibusawa’s social activities in the early and the mid-Meiji period—using the
“Seien sensei koshi riveki®—

It has often been claimed that Shibisawa only became engaged in social activities after he
retired from the business world in 1916.* This is partly true because he could only spend a
great deal of time on social activities after he retired. Yet it is important to note that Shibusa-
wa was active social and public activities even in the early Meiji era. Among the most famous
cases was the Tokyo Yoikuin welfare facilites. In 1874, Shibusawa became secretary general of
Yoikuin, which was a city-run institution for orphans, the elderly, and the sick. He became
chairman in 1876, a post he would retain for the remainder of his life.

In this section these early social activities of Shibusawa will be examined using “Seien
sensei koshi rireki” held at the Shibusawa Foundation Archives, In this material, the operations
of Shibusawa from 1869 to 1899 was described in detail. Table 1 shows the number of awards
and honors that Shibusawa received during the years (See Table 1).

Beginning with the description of the award in 1876, Shibusawa had carried out social
contributions to receive rewards from Tokyo Prefecture several times in almost every year. In
other words, from the activities of the initial stage as a businessman, Shibusawa was also ac-

tively engaged in social and public activities.

Table 1
The number of awards Shibusawa
received
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This material also shows that he was involved in various types of social contributions, in-

cluding disaster relief, donations to schools, medical facilities.

“Seien sensei koshi rireki” therefore, demonstrates that Shibusawa carried out both busi-

ness activities and philanthropy between the early days of Meiji and 1899.
3-2 The case of the Chiié Jizen Kyokai

This section examines the activities of the Chag Jizen Kyakai. This was founded on Octo-
ber 7, 1908. Its present-day name is the Japan National Council of Social Welfare (Zenkoku
syakai fukushi kyogikai). The purpose of this association was to improve the management of
charitable relief work. In 1874, the Meiji government enacted the Poor Law (Jyukkyn kisoku)to
provide public relief of the poor. After the Russo-Japanese War, the movement to establish
social welfare organizations increased.

According to the 1907 Annual "Diary(Nikki)," there were consultations with Shibusawa
about the establishment of a central philanthropy association on May 15, May 28, September
19, November 9, and November 11. Furthermore, a discussion was held on September 23,
1908. The association was finally established on October 7, 1908.” Shibusawa was elected as
the first chairman, a post he would retain for the rest of his life.

The speech of Shibusawa during the opening ceremony of October 7 provides a compel-
ling insight on his conception of philanthropy.* The points of this speech are summarized be-
low.

When performing a charity, Shibusawa worried about moral hazard problems if it was
done incorrectly, especially that recipients would be lazy. He thought it was necessary to carry
out philanthropy “correctly”, “systematically,” and “economically.”

Concerning the establishment of the Chiig Jizen Kyokai, Shibusawa wanted the mutual
development of society and philanthropy. Shibusawa also emphasized that undertaking phi-
lanthropy simply to earn a better social reputation was neither systematic nor economical. He
also emphasized the need for philanthropy to be carried out in association with government
in order to secure a systematic approach.”

In this way, Shibusawa was deeply involved in the management of the Chaé Jizen Kyokai
as the chairman. Chio Jizen Kyokai was renamed the Shakai Jigyo Kyokai(Society of Social
Work) in 1921, and in 1924 it was renamed the Chuo Shakai Jigyé Kyokai(Central Society of
Social Work). Shibusawa continued as chairman of the group during this time.*

From this case, it is possible to clarify the social entrepreneurship of Shibusawa. He com-

bined both social activities and business activities to address the challenge of providing social

(8)



The Journal of Shibusawa Studies 2021

welfare more effectively by using a new technique never before and created a unique mechanism.
3-3 The case of Shibisawa’s activities after the Great Kanto Earthquake in 1923

This section examines Shibisawa’s activity after the the Great Kanto Earthquake and the
specific case of the “Ai-no-ie.” (the House of Charity)

The Great Kanto Earthquake struck on September 1, 1923. This earthquake caused wide-
spread damage throughout the Kanto region, which includes Tokyo. Shibusawa got caught in
it at his office, but he was able to return home safely. Shibusawa was 83 years old at that time,
but he actively acted to rescue the victims after this severe disaster.

On September 4, Shibusawa visited Goté Shinpei, the Minister of Home Affairs, as vice
chairman of Kyschakai.”® Kyochokai was established in 1919 with the cooperation of bureaucrats
such as Tokonami Takejiré and business leaders including Shibusawa and Gé Seinosuke. The
purpose of this organization was to research for labor-management cooperation and undertake
social activities, and Shibusawa was appointed as a vice-chairman.” Gotd requested Shibusawa
to carry out relief activities for the victims through Kyachokai.’' Rather than relief work, the
main purpose of Kyschékai was to coordinate labor and management, but Shibusawa felt an ur-
gent need to help victims and decided to accept the request from Goto at his own risk.”

On September 4 and 5, Shibusawa discussed with Soeda Keiichiro and other officers of
Kyochaokai about what to do. Shibusawa also met with the Prime Minister and Goté between
September 6 and 8.”

On September 9, a meeting was held at the Tokyo Chamber of Commerce with about 40
business people. Shibusawa, as a chairman of the meeting, proposed to set up an organization
to help recovery after the earthquake, and this proposal was unanimously approved. In this
way, this organization known as Daishinsai zengokai (Organization for countermeasures after
the Great Kanto Earthquake), was established on September 11, and Shibusawa was appointed
as a vice-chairman. The purpose of this organization was to relief of victims and economic
recovery.” Several groups were organized and started to call for donations in order to achieve
this business.” Donations were collected steadily from many sides, including from foreign
countries, including the United States. These donations were distributed for multiple purpos-
es, including funding other social organizations, the establishment of daycare centers, and the
establishment of orphanages.” Donations were sought for the remainder of the year. On
March 13 1924, the fund's spending was terminated, and Daishinsai zengokai was dissolved.”

Shibusawa argued during his various contributions to post-disaster relief that, -politics

and business must work together to provide emergency relief and the recovery of the Tokyo

{9



R. Sugiyama: Shibusawa Eiichi's Strategies towards Local Business and Social Welfare

economy.” This was in conformity with his view that it was necessary to carry out philanthro-
py “correctly”, “systematically,” and "economically.” Even in the case of urgent disaster relief,
Shibusawa thought that it was necessary to carry out “correctly”, “systematically,” and “eco-
nomically.”

Shibusawa was also engaged in “Ai-no-ie.” {the House of Charity), which was established
in November 23 for women's aid in the wake of the earthquake.” This was the creation of the
Home Ministry (Naimusyo), the Tokyo City, and the Daishinsai zengokai for relief of suffering.
In 1925, this institution was also started in Nishigahara Takinogawa, Tokyo Prefecture.” Shi-
busawa was involved in Ai-no-ie as an advisor between 1923 and his death in 1931, and even
subsequently the Shibusawa office in Kabutochs, Tokyo remained involved." Note that Kem-
uriyama Yaeko, the representative of Ai-no-ie, wrote a letter to the representative of Ryumon-
sha in 1934 after Shibusawa'’s death, and thanked him for his great effort to Ai-no-ie.” She also
described that due to Shibusawa'’s consideration, she was able to continue the activity.

Thus, Shibusawa was deeply involved not only in the relief of the victims immediately af-
ter the earthquake, but also in the long-term relief of the vulnerable people such as women
and children.” And also in the case of Ai-no-ie, Shibusawa created an organization to continue
the activity “correctly”, “systematically,” and “economically.”

3-4 Enactment of kyago-ho—

This section turns to Shibusawa's activities in the early Showa era. While Shibusawa
ceased his business activities, he spent a great deal of time on social activities.

This section will look at the case of Relief Act (kyigo-ho Jenacted in March 1929. This leg-
islation is the orgin of the current Public Assistance Act(Seikatsu hoge ha). The purpose of this
act was to rescue those who were destitute because of age, illness or other social problems.

Regarding the enactment of kyago-ho, the Chad-shakai-jigya-kyokai (former Chauo Jizen
kyokai) selected the petition committee members and petitioned a proposal to the Minister of
Home Affairs on what should be done. Shibusawa was the chairman of the Chié-shakai-jigys-
kyékai at the time. Shibusawa described strongly about the need for the kyago-hé established.

It should be noted that according to contemporary research of the Home Ministry
(naimu sho ), about 11 million people were in need of help, and the expenses would amount to
about 8 million yen per year. Legal salvation of the elderly, adolescents, pregnant women and
sick people were critical. Shibusawa was regularly consulted, even though he was by then aged
and frail.

As can be seen from this case, Shibusawa, even in his later years, was actively involved in
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social activities, and played a significant role in the establishment of laws relating to social
work. In addition, from this case, it is possible to notice the Shibusawa’s emphasis that in or-
der to carry out social activity effectively and systematically, it needed to be implemented

through public policy.

4. Conclusion

In this paper, I examined the innovative role of Shibusawa Eiichi in local business and
social projects,

In section 2, I described the involvement of Shibusawa in rural areas and the impact on
local companies and entrepreneurs. Shibusawa fostered local enterprises and entrepreneurs
with the hope of encouraging widespread economic development. Shibusawa was anxious to
see the development of Japan as a whole, “with capital and human capital” {Gappon), both in
cities and in rural areas. Things did not always turn out as envisaged, Mie Spinning Co.
merged with Osaka Spinning Co. which was already a big company, and it grew into the larg-
est spinning company, Toyabé. So the local and rural dimension was effectively lost.

However, Shibusawa's ideas had a substantial influence on Denshichi Ité. Without the
power of Shibusawa, the ability of Mie Spinning Co. to grow into a large company would not
have happened.

In section 3, I described Shibusawa's social activities. After retiring from the business
world, Shibusawa devoted himself to social projects until just before his death. However this
was a continuation of an interest he had pursued since the early Meiji era.

When the Chié Jizen Kyokai was established in 1907, Shibusawa was still active as a busi-
nessman. He played an essential role in the establishment and became the first chairman. In-
terestingly, he argued that merely doing charity was not desirable and that it was necessary to
do philanthropy in an organized and economical way. The persistence of the organization was
based on one of Shibusawa’s management principles, and he also made it an important policy
when doing social activities. In fact, the Chaé Jizen Kyokai still exists as “the Japan Natioinal
Council of Social Welfare(Zenkoku shakai fukushi kysgikai)™. In addition to this case, Yoikuin
which introduced in this article still exists as “Tokyo Metropolitan Geriatric Hospital( Tokyo-to
kenko chojyu iryo senta)”.

The Great Kanto Earthquake in 1923 caused serious damage to the Kanto area, and Shi-
busawa quickly helped after this disaster. He set up Daishinsai zengokai, and asked for dona-

tions from many sources. This organization disbanded early after achieving its goals, but as
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the case of the Ai-no-ie organization shows, Shibusawa's support for the relief of the weak
continued long after that. Even in his later years, Shibusawa was actively involved in social ac-
tivities. His involvement in the establishment of kyiago-ha was a good example of that,

The social projects involving Shibusawa, therefore, proved sustainable. By organizing and
managing social activities, he turned them into businesses that were more durable and ex-
pandable than merely charitable activities. He sought to balance social activity and economic
activity. If a comparison can be made with contemporary corporate business, Shibusawa's
policies can be said to be similar to modern CSR. What is currently being done at Japanese
companies now can be found in the corporate activities of Shibusawa more than 100 years
ago. Behind the background of his CSR-like behaviors, there was the fundamental idea of
“Rongo fo Soroban,” that is, “Harmony between morality and economy,” as in the case of his
involvement with local companies.

Although not discussed in detail in this article, Shibusawa was actively involved in social
activities until just before his death. Even in such cases, he was aiming for “Harmony between
morality and economy.” In other words, Shibusawa practiced the spirit of “Rongo to Soroban”
throughout his life and worked hard for the harmony between the economy and society.

There are many implications which should be pursued in later research. Shibusawa
sought the development of society as a whole, and he wanted Japan to catch up with the In-
dustrialized West. it would be interesting if we can see examples of the “Shibusawa model”
among business leaders in today's emerging markets. Can the Shibusawa offer a better path
for development than the current obsession with maximizing shareholder value? I hope to

answer questions like this in future research.
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