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Abstract

This paper aims to clarify the progress of digital transformation (DX) strategy in
regional financial institutions, particularly credit cooperatives (shinkin banks), by
comparing them with megabanks. Since the wave of megabank mergers in 1999,
information technology has become a core pillar of banking strategy. Today, IT goes
beyond operational efficiency to play a central role in creating new businesses and
transforming business models. The three megabanks—Sumitomo Mitsui, Mitsubishi UFJ,
and Mizuho—have pursued Al and data utilization, as well as platform-based strategies.
These strategies are supported by substantial IT investments and have strengthened their
overseas operations and new business initiatives. This is an attempt to compensate for
stagnating domestic revenues under prolonged low interest rates.

In contrast, regional financial institutions face difficulties adopting similar strategies
due to limitations in capital strength and institutional constraints. Nevertheless, IT and DX
have become fundamental to competition, making adaptation unavoidable. Shinkin banks,
in particular, have promoted operational efficiency while containing costs by sharing core
banking systems operated by the Shinkin Joint Center, as well as by migrating to the cloud
and integrating APIs. These efforts are also leveraged to develop institution-specific
applications tailored to local needs and to support small and medium-sized enterprises.

Furthermore, DX in regional financial institutions is not primarily positioned as a
means of reducing personnel but rather as a way to strengthen points of contact with local
residents and members and enhance consultation and support functions. Looking ahead,
the key challenge for regional financial institutions amid competition with megabanks will
be linking DX with their strong local embeddedness and cooperative identity to establish a
distinctive competitive advantage.
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