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ABSTRACT: This research examines the formation and development of Mitsui Bank (established in 1876) — the first private bank
in Japanese history. Set against the backdrop of the fierce power transition from the Tokugawa Shogunate to the Meiji government,
the article clarifies how the Mitsui family transitioned from a traditional money exchange system into a modern capitalist financial
institution. Through the analysis of the landmark decisions of two key figures, Minomura Rizaemon (in the political pivot strategy)
and Nakamigawa Hikojiro (in the professionalization of management), the study proves that Mitsui Bank not only pioneered the
independent banking model in Japan but also served as the "financial heart" creating the Zaibatsu ecosystem. The success of this
organization is a clear testament to the flexible integration between the foundation of indigenous accumulation and Western business
standards, making a decisive contribution to the industrialization of the modern Japanese economy.
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1. OVERVIEW

The latter half of the 19th century marked a great turning point in Japanese history. Facing military and economic pressure
from Western powers, the collapse of the Tokugawa Shogunate and the Meiji Restoration (1868) opened the path to comprehensive
modernization for this country. To realize the slogan "Enrich the State, Strengthen the Military" and build a capitalist economy,
abolishing the decentralized feudal monetary system and establishing a unified financial-banking structure was prioritized by the
Meiji government. In that volatile transitional picture, the establishment of Mitsui Bank on July 1, 1876, was not merely the birth
of a business organization. As the first private bank in Japan, Mitsui Bank was the result of a unique fusion between traditional
capital accumulation capacity and the Western financial institution model. Studying the formation process of this entity helps us
decode how indigenous Japanese merchants survived and rose to become financial conglomerates that dominated the entire economy.

2. OBJECTIVES, SCOPE, AND RESEARCH METHODS
This research is conducted with three core objectives:
- To survey and clarify the organic transition process of the Mitsui family, from an Edo-period money exchange network
into a modern commercial bank.
- To analyze the decisive role of outstanding individuals (typically Minomura Rizaemon) in steering the organization through
systemic political crises.
- To evaluate the management foundations and economic impacts of Mitsui Bank on the industrialization of the Japanese
Empire during the modern era.
Research targets and scope:
- Research targets: The formation, survival strategies, and governance structure of Mitsui Bank.
- Spatial and temporal scope: The study focuses on the Japanese economic-political context from the late Edo period (17th
century) extending to the early Meiji period (around the early 20th century), when the Zaibatsu model was clearly shaped.
Research methods:
- The research primarily applies historical and logical methods to reconstruct the sequence of events and discover the
inevitable developmental laws of the Mitsui financial institution.
- Simultaneously, institutional economics theory is applied to analyze the friction between informal rules (family culture)
and formal rules (state law).
- Data is synthesized from economic history works, archival records, and verified scientific articles.
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3. RESULTS AND DISCUSSION
3.1. Historical premise — The financial foundation of the Mitsui family during the Edo period

The birth of Mitsui Bank in 1876 was not merely the result of the importation of Western civilization during the Meiji era,
but rather the "blossoming" fruit after nearly two centuries of capital accumulation under the Tokugawa Shogunate.
The rise of Mitsui merchants and the retail revolution

In 1673, Mitsui Takatoshi laid the first foundation by opening the Echigoya fabric shop in Edo. Instead of selling on high-
risk credit to the samurai class according to tradition, he applied a revolutionary policy: "Listed price sales, cash on the spot" (Genkin
kakene-nashi). By serving the urban commoners with rapid capital turnover, Echigoya brought in enormous amounts of cash,
creating the "capital nucleus" that propelled Mitsui into the financial sector?.
Money exchange network and early credit system

To solve the risk and cost of transporting cash between Edo and supply centers (Kyoto, Osaka), Takatoshi opened the first
money exchange shop in 1683. Mitsui established a sophisticated clearing system via bills of exchange instead of physical money
transfer. Operating this network helped Mitsui hone its complex currency pricing and credit risk management skills, forming the
primitive banking operational foundation of the family.
The role of "Purveyor to the Shogunate" and Shogunate patronage

Thanks to its immense financial potential, in 1691, Mitsui was appointed by the Shogunate as "Purveyor" (Goyo shonin).
They took on the task of receiving tax rice sales money in Osaka, converting exchange rates, and remitting it to the treasury in Edo.
The key to Mitsui's financial power lay in the Shogunate allowing a remittance delay of 60 to 90 days2. Mitsui fully utilized this
enormous public fund as interest-free working capital for profitable lending, accumulating both massive assets and financial
operations before entering the Meiji era.

3.2. The transitional crisis and the incubation process of the Bank (1868 - 1874)

The survival of the Mitsui family during the transitional period did not depend on the wealth accumulated from the Edo
period, but was determined by their flexible adaptability to the new political institution.
Power transition shock (1868)

The collapse of the Tokugawa Shogunate and the establishment of the Meiji government (1868) was a life-or-death shock to
merchants. As the "Purveyor" of the old regime, Mitsui faced deep suspicion. Meanwhile, to offset the empty treasury, the Meiji
government continuously forced merchants to contribute huge sums of money (goyokin)®. This brutal financial pressure pushed a
series of long-standing merchant families to the brink of bankruptcy, directly threatening Mitsui's survival.

Minomura Rizaemon's survival strategy

Amidst the perilous context, Head Manager (Banto) Minomura Rizaemon made a breakthrough decision. Clearly
understanding the times, he decisively severed ties with the Shogunate, relocated the headquarters to Tokyo, and exhausted family
funds to sponsor the imperial army. Using diplomatic skills, he established close relationships with Meiji leaders like Inoue Kaoru.
As a result, Mitsui transformed into a "Political Merchant" (Seisho), securing the privilege of managing public funds and state paper
money.

Experimenting with the First National Bank and lessons from Ono-gumi

In 1872, the government enacted the National Bank Act, forcing Mitsui into a joint venture with rival Ono-gumi to establish
the First National Bank (1873)* This partnership soon collapsed in 1874 when the government demanded asset collateral to manage
public funds. While Ono-gumi went bankrupt due to illiquid speculation, Mitsui safely passed through because Minomura had
prepared land deeds for collateral in advance. The collapse of the rival allowed Mitsui to monopolize the market, solidifying their
determination to establish a completely independent private bank owned by the family.

3.3. Establishment and shaping of Mitsui Bank (1876)

The fall of competitors created a perfect power vacuum for the Mitsui family to realize their ambition of building an
independent financial empire, escaping the state's direct control.
Legal context and government concessions

In the mid-1870s, Japanese law stipulated that the title "bank" (Ginko) was only granted to national banks under strict state
management. However, with the position as the Meiji government's largest creditor and public fund manager, Minomura Rizaemon
used soft power to lobby. The government's reliance on Mitsui's financial prowess forced the Ministry of Finance to concede, issuing
an unprecedented special mechanism.

The milestone of July 1, 1876
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On July 1, 1876, Mitsui Bank (Mitsui Ginko) officially opened in the Surugacho ward, Tokyo. The bank was born with an
enormous charter capital of up to 2 million Yen®. The historical significance of this event is that the entire capital was the family's
equity, without state shareholding intervention or the privilege to issue banknotes. This officially established Mitsui Bank as the
first private bank (shiginko) in Japanese history.

Limitations in the early stage

Although donning the form of a Western financial institution, Mitsui Bank in its first decade still heavily bore feudal remnants.
The bookkeeping system did not follow modern accounting standards, and the personnel structure was still held by old-style
managers (banto) based on loyalty. Moreover, the bank's loan portfolio carried very high risks due to over-reliance on politicians
and the management of highly volatile public deposit funds®.

3.4. Nakamigawa Hikojiro's reforms and the rise of the Zaibatsu

Despite bearing the title of a private bank, by the late 1880s, Mitsui Bank revealed many fatal flaws due to its feudal
management legacy and massive bad debts from politicians. A true metamorphosis only occurred under the reformative hands of
Nakamigawa Hikojiro.

Internal crisis and Nakamigawa's emergence (1891)

The dependence on highly volatile public deposits and relationship-based political lending pushed Mitsui Bank into severe
liquidity risk. In 1891, Nakamigawa Hikojiro (1854—1901) — the nephew of thinker Fukuzawa Yukichi and someone deeply imbued
with Western economic thought — was appointed to the leadership board to comprehensively modernize the apparatus’.

"The Nakamigawa Purge" and professionalization

Nakamigawa carried out radical reforms, often referred to by historians as "The Nakamigawa Purge". He forcefully cut off
political loans and resolutely recovered debts from nobles (Kazoku) and politicians. Regarding personnel, he dismissed numerous
old-style managers (banto) who relied on seniority. Instead, Nakamigawa recruited a generation of "hired managers" (salarymen)
graduating from Keio University and Tokyo Imperial University. This transition introduced Western accounting standards and risk
management into the bank, creating the famous personnel philosophy: "People make Mitsui" (Hito no Mitsui)®.

Shaping the Zaibatsu ecosystem

Instead of just providing short-term commercial capital, Nakamigawa used Mitsui Bank's massive capital to acquire,
restructure, and provide long-term funding for industrial enterprises (such as Oji Paper Mill, Kanegafuchi spinning, Shibaura
machinery). This shift established Mitsui Bank's role as the "financial heart". Combined with the distribution network of the trading
company Mitsui Bussan, the bank pumped blood into manufacturing companies, thereby officially completing the classic operating
mechanism of a large-scale financial conglomerate (Zaibatsu)®.

3.5. Impact assessment and Historical significance

The presence of Mitsui Bank was not just limited to corporate history but also created structural impacts on the entire modern
Japanese economy.
For the national financial system

The establishment of Mitsui Bank (1876) broke the monopoly of the state-sponsored national banking system. It pioneered
the template for an independent private commercial bank, autonomous in capital and risk. Nakamigawa's subsequent personnel and
accounting standard reforms laid the foundation for professionalizing the Japanese banking industry, shifting from political
relationship-based lending (seisho) to credit assessment based on corporate performance.
For industrialization

By directing massive capital flows into spearhead manufacturing industries like textiles, paper, and machinery, Mitsui Bank
acted as the "financial heart" pumping blood into industrialization. The bank's provision of long-term, low-cost capital helped
Japanese enterprises become competitive enough against Western capital, contributing to the realization of the Meiji dynasty's
"Enrich the State, Strengthen the Military" (Fukoku Kyohei) goal®°.
Lessons on institutional adaptability

The history of Mitsui Bank leaves classic lessons on change management. The ability to abandon benefits tied to the old
regime (Shogunate) for a strategic pivot (under Minomura) and the ability to discard patriarchal remnants to professionalize the
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apparatus (under Nakamigawa) prove that: a business's survival through macroeconomic crises depends on its capacity for constant
restructuring and institutional adaptability.

4. CONCLUSION

The journey from a traditional Edo-era money exchange shop to Japan's first private bank in 1876 is a vivid testament to the
transformation of indigenous capitalism. Mitsui Bank did not merely copy the Western model; it was the result of a masterful fusion
of financial resources and risk management skills accumulated over centuries with modern business standards. As the central nucleus
of the Mitsui Zaibatsu ecosystem, this financial institution excellently fulfilled its historical mission, becoming a launchpad that
propelled the Japanese Empire's economy onto the world stage in the early 20th century.

5. DISCUSSION

Through the research, it can be seen that the birth of Mitsui Bank was not merely a process of copying the Western model,
but a strategic fusion. Combining the Edo money exchange legacy with modern management standards helped Mitsui create a unique
financial institution. This sharply demonstrates the flexibility and institutional adaptability of Japanese indigenous capital under the
pressure of epochal transformation.
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