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The Industrial Organization of the Japanese Bar:

Levels and Determinants of Attorney Income  (http://www.rasmusen.org/papers/jpnbar.nakazato.ramseyer.rasmusen.doc).    
  Minoru Nakazato Univ. Tokyo Law Faculty Bunkyo-ku, Tokyo nakazato@j.u-tokyo.ac.jp. J. Mark Ramseyer Harvard Law School Cambridge, MA 02138 ramseyer@law.harvard.edu. Eric B. Rasmusen Kelley School of Business Bloomington, IN 47405 erasmuse@indiana.edu.
         Using micro-level data on attorney incomes in 2004, we reconstruct the industrial organization of the Japanese legal services industry.  These data suggest a bifurcated bar, with two sources of unusually high income:  talent in Tokyo, and scarcity elsewhere.  The most talented would-be lawyers (those with the highest opportunity costs) pass the bar-exam equivalent on one of their first tries or abandon the effort.  If they pass, they tend to opt for careers in Tokyo that involve complex litigation and business transactions.  This work places a premium on their talent, and from it they earn appropriately high incomes.  The less talented face lower opportunity costs, and willingly spend many years studying for the exam.  If they eventually pass, they disproportionately forego the many amenities available to professional families in Tokyo and opt instead for careers in the underlawyered provinces.  There, they earn scarcity and monopoly rents not available in the far more competitive Tokyo market.
Japanese taxpayers pay a tax of 37 percent on ordinary income beyond 18 million yen 
To owe 10 million yen in taxes, an attorney would need to make 39.9 million yen ($390 thousand).
Our income data consists of the exact tax bills for lawyers paying over a certain threshold plus, for poorer lawyers, the knowledge that those lawyers had tax bills below the threshold.   We will therefore use tobit. 

First: no prefecture-level variables, just lawyer variables, to compare Tokyo to everywhere else.  

  (2)     Incomei  =  b0 + b1*talenti  + c0*Tokyoi + c1*Tokyoi*talenti  + disturbancei
Second: a demand equation for lawyer i in prefecture j (excluding Tokyo):
 (1)    Incomeij  =  a0 + a1*talenti   +  a2*quantityj + a3*competitionj +  a4*demand-shiftersj +  disturbancei
Another paper:   Executive Compensation in Japan: Estimating Levels and Determinants from Tax Records. Nakazato, Ramseyer, and Rasmusen.    Most studies of executive compensation have data on pay but not total income.  Studies of executives in Japan lack even good data on pay.  We, too, lack direct data on Japanese salaries, but we do have  total executive incomes from tax data, and  we have some   indications of which executives have substantial investment income, enabling us to say more about Japanese executives than past studies and to look at executive compensation from an angle not possible with U.S. data.   We find that Japanese executives earn far less than American ones -- holding firm size constant, about one-third the pay.  Tobit regressions show that pay in Japan depends on firm size (with an elasticity of .24) but not on accounting profitability or stock returns. Corporate governance variables such as board composition have little or no effect, except that firms with large lead shareholders appear to pay less. http://www.rasmusen.org/papers/exec/exec.htm.






