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Yuichiro Hamada In Memoriam

Mr. Hamada was a superior student in the economics department at the University
of Chicago. He had completed all course and examination requirements and had em-
barked on a dissertation before returning to Keio University to resume his teaching
duties. His thesis ideas were exteremely interesting and promising. He was studying
the structure of bonus payments in the Japanese labor market and was constructing
an extremely sophisticated economic theory with which to organize the data. I can
sketch out the nature of the idea, without, unfortunately, indicating many of the sophisti-
cated and subtle details of theoretical and empirical analysis that he was working so
hard to perfect.

Yuichiro felt that the modernization of the Japanese economy since the 1950’s was
strongly connected to the internal labor market structure of Japanese industrial firms.
The need for these firms to quickly adopt new technologies and product, and the in-
credible speed with which it was done, required a labor market organization that re-
duced worker turnover among firms and encouraged investments in human capital.
These firms had toinvest in building up the skills of their workers to produce efficiently
and to compete in world markets, and these investments would not pay off if
there were not strong worker-firm attachments—what economists in the U. S. call firm-
specific human capital investments. In fact, the notable absence of worker turnover in
important segments of the Japanese economy is consistent with the importance of
specific human capital and with the existence of significant investment by firms in
the skills of their workers. Now a specific human investment in this sense ties the
worker to his employer and in effect makes the worker a type of ‘partner’ in the
enterprise, because the return on these investments is closely connected to the overall
fortunes of the firm. If these returns are stochastic, some mechanism must be found
for shifting and distributing the risks between the owners and managers of the firm,
on the one hand, and the workers on the other. Variable bonuses serve to redistribute
investment returns in this way, that is, to share their risks, and this was one important
aspect of the problem that he was studying. However, it was not the only one,
because individual bonus payments are geared to the skill levels of workers and to
the nature of the jobs to which they are assigned. So the bonus system would also
have considerable value in motivating workers to share the costs of specific human
capital investments, as well as to share in their stochastic returns. It was the combina-
tion of these two forces that was the subject of Yuichiro’s dissertation, and which had
never been previously studied. Through the incentives it created, the bonus system
would assist in identifying the learning capacities and talents of specific workers in
the firm and in matching these talents and capacities to job assignments. I believe
this work would have a very important contribution to economics, had fate not
intervened to cut it short.

He and I had discussed these issues at great length while he was a student here, and
I must say that I learned a great deal from him as an outcome of these discussions.
Indeed, some of these ideas have influenced my owm work and the work of others.
Yuichiro was an outstanding young man, with a warm and friendly personality. He was
well-known and loved by all of his fellow students and teachers. He was a person who
got a great deal out of life and gave to others much more than he received himself.
It was a great honor and privilege for me to participate in his education and to have
him as my friend. I shall miss him.

(W /gg&b\_ Edwin A. and Betty L. Bergman Professor

Department of Economics
Sherwin Rosen The University of Chicago
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