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A Historical Analysis of the Japan’s NPL Disposal Policy: 1995�• 2003
Koji Fuda

Abstract

This study aims to clarify the continuity and differences between financial administration with a

leadership of Yanagisawa and that of Takenaka. Beyond the hard-or-soft-landing debate on the Non-

Performing Loan (NPL) disposal policy, we show the process of forming the comprehensive framework

of Japan’s first system to promote NPL disposal. Then, we focus on the special inspection and the in-

jection of public funds.

The main findings are as follows. First, these financial administrations were in line with the com-

prehensive framework of the NPL disposal promotion system realized in the late 1990s, and many poli-

cies in two periods had similarities. Second, while the special inspection was conducted as an exceptional

measure in the Yanagisawa’s second term of office, it created the favorable policy environment for fi-

nancial administration during Takenaka’s. In this respect, we strongly suggest the continuity between

these financial administrations. Finally, the underlying ideas on the purpose and efficacy of the special

inspection were different in two periods, which has led to separate opinions regarding the additional

injection of public funds.
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