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Japanese firms’ relationships with their stockholders have changed significantly since the
globalisation of stock ownership in the 2000s. This study represents a first attempt to
investigate the influences of different types of investor groups on corporate social per-
formance (CSP) in Japan in the late 2000s. This paper focuses on the role of foreign
investors in affecting corporate social performance relative to domestic investors. To
accomplish this, we identify attributes of corporate social responsibility (CSR) and con-
struct a normalized CSP composite index and five dimensional indices through principal
component analysis. After controlling for firm characteristics, cross—sectional regression
analyses of ownership structure on the CSP indices reveal that an increase in foreign
shareholdings is positively associated with high levels of CSP. In contrast, a higher share
of domestic corporate investors shows a negative association with those same outcome
measures. Both foreign and domestic investors demonstrate strong preferences for
large-scale and mature firms. These empirical results suggest that foreign investors,
who are increasingly concerned with the social implications of investees” activities in a
globalised business environment, may play a key role as a driver of CSR and consequently
influence stakeholder management of Japanese firms.
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