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We revisit how finacial system in Japan enhance the value of Japanese firms, in
particular, focus on the role of Main Banks. To this end, we developed some mathematical methods and
dynamic principal-agent models in continuous-time framework. Based on our models, some empirical
implications are derived. Our empirical analyses provide us with the following results. Firstly, lending
competitions among banks enhance credit availability for new firms. Secondly, a probability of borrower®s
default is influenced by bank efficiencies measured by indexes of profit efficiency and cost efficiency.
However, those may not be specific roles of the Main Banks. Thirdly, in fact, we cannot find
statistically significant evidences that main banks can enhance the firm value better than the other

banks.
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