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Abstract

Japanese corporate governance has recently experienced a major reform characterized by
corporate governance code and the revision of corporate law. The trend toward corporate
governance reform is inclined to make board composition diverse. It aims for corporations to take
risks and embark on innovative business. A board with a diverse composition may contribute to
ensuring that different opinions and perspectives flow into the boardroom, which leads to
stimulating discussions and prevents the board from falling into groupthink.

This study examines the effect of ownership and board diversity on R&D and innovation in
Japanese corporations. This study divides board diversity into board demographic diversity and
board task-related diversity. The findings are that the interaction between institutional investor
ownership and board task-related diversity have a positive effect on the patent application as a
surrogate of innovation. The implication of this study is that by introducing diversity in the
boardroom without caring ownership and a positive corporate situation, corporate governance
practice may become ostensible.
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