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要旨（英文 800 語程度） 
Thesis Summary （approx.800 English Words ） 

My dissertation explores the effects of the shift from a previously insider-based to a more 

shareholder-oriented ownership structure on corporate governance by focusing on the role of increased 

equity ownership by foreign institutional investors in Japanese firms. In an attempt to uncover the 

governance role played by foreign institutional investors after the surge in their equity ownership in 

the 21st century, as a first step, this research examines whether foreign institutional investors influence 

firms to adopt better corporate governance practices. By investigating their impact on firm’s strategic 

policies related to cash management and investment, I further assess whether foreign institutional 

investors are effective in putting disciplining pressure on firms’ management to adopt 

shareholder-oriented practices. In this dissertation, my approach differs from previous research in that 

I pursue the investigation of foreign ownership as one of the driver of governance improvements by 

using both ownership level and the investment horizon of foreign institutional investors.  

Findings from a direct examination suggest that foreign institutional ownership is positively 

associated with the quality of corporate governance in Japan, where shareholder rights are “legally” 

well protected, but in fact, the corporate governance has been “shareholder-unfriendly” due to the 

presence of “management-friendly” cross-shareholders. This highlights that foreign institutional 



investors not only have preferences to invest in firms with strong governance, but they also affect the 

quality of corporate governance. In contrast, equity ownership of large domestic investors such as 

banks and insurance companies, who have potential business relationships with the invested firms, 

negatively impact corporate governance. Interestingly, the negative effect of relationship-oriented 

shareholders is more likely to be mitigated when foreign institutional investors hold large stakes in the 

firms. 

Furthermore, this study attempts to revisit the agency explanation of cash holdings and 

explores if outsider-investors’ dominance leads to a reduction in the level of liquid assets that can be 

easily appropriated by the self-interested managers. Consistent with the predictions of this study, it 

was found that foreign institutional investors cause a decline in cash balances only in the presence of a 

higher propensity of wasteful managerial behavior. In addition, coupled with enhancing the marginal 

value of liquid assets, the results show that firms with a larger presence of foreign institutional 

investors deploy their excess cash reserves in ways that significantly improve operating performance. 

Lastly, based on the notion that improved corporate governance leads to efficient investment 

decisions, this dissertation investigates the association between ownership structure and investment 

efficiency concentrating on the relationship-sensitivity of different investors’ type. The findings reveal 

that shareholders who are more focused on close business relations with the invested firms are 

negatively associated with investment efficiency. However, when I disaggregate the equity ownership 

by business corporations and relation-oriented financial institutions, the evidence holds only for 

corporate type stable shareholders. In contrast, the ownership type that is independent of commercial 



ties, such as arms-length foreign institutional investors, positively affects investment efficiency. This 

finding posits that foreign institutional investors significantly increases the investment efficiency of 

Japanese firms by curbing the managerial incentives to engage in value destroying projects through 

increased and efficient monitoring.  

This dissertation finds that large relationship-oriented domestic shareholders with longer 

investment horizon negatively affect corporate governance quality while no significant evidence was 

found for stable foreign institutional block-holders, depicting that in terms of investors who are 

independent of close business relations with the invested firms, the proportion of ownership is a 

significant determinant of governance improvements. Overall, results suggest that foreign equity 

ownership promotes better corporate governance practices in Japanese firms by effectively playing a 

disciplinary role. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


