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ABSRTACT

This paper examined the effects of stakeholders on firms’ CSR information disclosures. In
Japan, many firms voluntarily disclose CSR information, with disclosure practices varying
across firms. This paper quantified the CSR information released by 236 Japanese listed
firms and examined the relationship between CSR information disclosures and the
information needs of firm stakeholders. The results revealed that (1) the information needs
of external stakeholders, including governments, creditors, consumers and local residents
induced firms to disclose CSR information, (2) internal stakeholders have no effects on
CSR information disclosure, and (3) CSR advocacy groups as intermediary stakeholders
exerted a positive effect on CSR disclosure. The results suggest different relationship
between CSR information disclosures and stakeholders’ information needs by CSR
categories. These findings also reinforce the suggestion that the different stakeholder types
(internal, external, and intermediary) have dissimilar CSR information needs. This
research would contribute to our understanding of the effect of stakeholders on firms’ CSR
information disclosure more inclusively.
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1. INTRODUCTION

Companies today are expected not merely to pursue profit but also to undertake
corporate social responsibility (CSR). In general, CSR means that companies take into
consideration the concerns of a wide range of corporate stakeholders (e.g., shareholders,
employees, suppliers, customers, government, and the local community) and incorporate
principles of social fairness and environmental sustainability into the business process.
CSR developed because the expansion and globalization of the world economy led to the
emergence of multinational companies with economic power greater than the gross
domestic product of many small or developing countries. Therefore, business activities
correspondingly have a more extensive effect on society than ever before. In addition, with
many developed countries recently experiencing severe financial crisis, society
increasingly requires that companies take responsibility for environmental conservation,
employment, safety, and local community development—areas that previously were
primarily the responsibility of national governments. Neglect of these broader social
responsibilities therefore threatens both the sustainability of the companies themselves and
society as a whole.

The disclosure of CSR information began in the 1980s. Initially, firms engaging in
CSR disclosure were mainly in the petroleum, gas, and chemical industries, and they did so
mostly because of strong pressure from regulatory authorities and environmental activists
(CorporateRegister.com 2008, 4). Subsequently, several countries and international
institutions, including the Global Reporting Initiative (GRI), started to develop regulations
and guidelines regarding CSR information disclosure. As a result, the number of firms
disclosing CSR information increased substantially.

In Japan, firms initially released environmental reports, which primarily comprised
booklets describing the firm’s environmental activities, but with a strong public relations
component. Consequently, the amount and quality of information that firms provided
varied considerably. To improve this situation, the Japanese Ministry of the Environment
(MOE) issued a directive entitled “Environmental Reporting Guidelines 2000 in February
2001, and the Japanese Ministry of Economy, Trade, and Industry (METI) published
“Environmental Reporting Guidelines 2001—With Focus on Stakeholders” in June 2001,
subsequently revised with the development of practice as “Environmental Reporting
Guidelines 2003.” Together, these guidelines have dramatically improved the amount and
quality of firm reporting as it relates to the environment. South Korea and Taiwan have
enacted similar guidelines to those issued by the Japanese MOE. The Japanese guidelines
have also been influential elsewhere in the international arena.

In addition, in April 2005, the Japanese government enacted the “Law Concerning
the Promotion of Business Activities with Environmental Consideration by Specified
Corporations, etc., by Facilitating Access to Environmental Information, and Other
Measures.” The aim of this law is to encourage firms to disclose their environmental
information through environmental reports and to facilitate the active use of this
information by the public. The new law also creates a sense of obligation among large
firms to disclose their environmental information, and requires several designated firms,
including national universities, Japan Post, the Japan Broadcasting Corporation (NHK), the



Nippon Telegraph and Telephone Corporation (NTT), Japan Railway companies, and the
Japan Highway Public Corp., to prepare environmental reports.

Around this time, firms began to publish environmental and other CSR-related
information variously as “Sustainability Reports,” “Social and Environmental Reports,” or
“CSR Reports.” The number of firms referring to GRI guidelines to prepare reports also
increased. As a result, 2005 saw the publication of the “Companion for Combined
Application of Environmental Reporting Guidelines and GRI Guidelines.” In addition, the
“Environmental Reporting Guidelines” was revised in 2007 and 2012, and now require
firms to disclose information on the social and economic aspects of their operations in
addition to environmental information.

The number of Japanese firms preparing CSR reports (including environmental
reports, environmental and social reports, and sustainability reports) has steadily increased
since the 1990s, with more than 1,000 firms providing such information in 2006 alone
(MOE 2007). Of these, about two-thirds “disclose environmental, social, and economic
information” in their CSR reports (MOE 2007, 6). This indicates that Japanese firms have
shifted from environmental reports to CSR reports. Japanese firms now provide
high-quality information on CSR activities (KPMG 2008). A growing body of research in
Japan examines environmental CSR disclosures in the next stage of environmental
disclosure (e.g., Kokubu et al. 2002), but there is little research exploring how firms aim to
meet stakeholders’ demands in information disclosure.

2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

Although, several existing studies address the discussion about stakeholders and
environmental and social reporting (Gray et al. 1997; Bebbington et al. 2007; Boesso and
Kumar 2007; Collier 2008; Georgakopoulos and Thomson 2008; Adams and Whelan
2009; O’Sullivan and O’Dwyer 2009; Elijido-Ten et al. 2010; Oriji 2010; Tilling and Tilt
2010), there is no empirical study with large sample to show how stakeholders have effects
on corporate CSR reporting. The purpose of this paper is to examine how firm
stakeholders, including external, internal, and intermediary stakeholders, affect CSR
information disclosure in Japan. As discussed, the purpose of CSR information disclosures
is to provide relevant information not only to the limited set of stakeholders assumed in
traditional financial reports, but also to an extended set of stakeholders. We can assume that
different stakeholders are interested in different types of information in firms’ CSR
disclosures and induce firms to meet their demands for their preferred information.

2.1. External Stakeholders

Governments and politicians are among the external stakeholders that can influence
firms” CSR information disclosures. For example, Watts and Zimmerman (1978) suggest
that firms with high profitability receive increased political attention and tend to be subject
to political costs through the political process. To reduce these political costs, large firms
either undertake earnings management or disclose additional accounting information. CSR
information disclosure can then be a way to solve the problem of political costs if firms
wish to reduce the likelihood of adverse political action and thereby avoid the transfer of
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firm profits to other stakeholders. From this point of view, we predict that firms with
political costs will disclose CSR information voluntarily.

Many studies of CSR information disclosure employ firm size as a proxy for political
costs and typically indicate relevance through the level of information disclosed (e.g.
Patten 1992, 2002; Deegan and Gordon 1996; Neu et al. 1998; Magness 2006; Bewley and
Magness 2008; Brammer and Pavelin 2008; Cox 2008; Stanny and Ely 2008; Dawkins and
Fraas 2011; Yip et al. 2011; Cohen et al. 2012). For instance, Yip et al. (2011) employ firm
size as a proxy for political costs and find a positive relationship between firms’ CSR
information disclosure and earnings management; they also conclude that earnings
management bears a complementary relationship with CSR information disclosure when
firms are subject to political costs. However, firms also have ethical incentives to disclose
CSR information. Barth et al. (1997), for example, discuss the effect of regulatory pressure
on the disclosure of environmental liabilities. Several other studies employ charging, rather
than firm size, as a proxy variable representing the pressure on the firm imposed by
governments and regulatory institutions, revealing that this also has a relationship with the
level of CSR information disclosure (Neu et al. 1998; Huang and Kung 2010).

Creditors form another important stakeholder group with a potential effect on CSR
information disclosure (Roberts 1992). For example, Branco and Rodriguez (2008) find a
negative relationship between firms’ debt ratios and CSR information disclosures on
websites. Conversely, Huang and Kung (2010) survey the environmental information
disclosures in the annual reports of Taiwanese firms and conclude that there is a positive
relationship between creditors and the level of environmental information disclosure. Neu
et al. (1998) and Clarkson et al. (2008) likewise prove the effect of the firm’s debt ratio on
environmental information disclosure.

Elsewhere, Branco and Rodriguez (2008) explain that well-known firms closer to
their customers or targeted by the media have higher social visibility. In this regard, a firm’s
CSR information disclosure is related to its distance from its end-customers and the
frequency of targeting by the media. Their study also shows a positive relationship between
firms” CSR information disclosures on websites and media coverage. In other work, Yao, et
al. (2011) find a positive relationship between the media coverage of firms that release
CSR information to their customers and CSR information disclosures, while Maignan
(2001) suggests that differences in customer demands for CSR information between
countries affect the level of firm disclosure. This indicates that interest in CSR among
customers and the media could encourage firms to disclose CSR information.

Suppliers also are important stakeholders requiring firms’ CSR information. Here,
we assume that suppliers require their business partners, as customers, to disclose their
CSR information in order to maintain their own CSR reputation. Huang and Kung (2010)
argue that, with regard to supply-chain management, suppliers might change their business
partners to other firms considered more reliable and cooperative, or take adverse actions,
such as suspending shipments to firms, when their demands are not met. Therefore, firms
have an incentive to disclose environmental information to their suppliers to ensure
reliability as a means of avoiding deterioration in their economic performance. However,
the results in Huang and Kung (2010) do not indicate a relationship between the disclosure
of environmental information and a variable representing suppliers.



Some studies also report a relationship between the industry sector and the level of
firm disclosure (Cox 2008; Cox and Douthett Jr. 2009; Cho and Roberts 2010; Dawkins
and Fraas 2011). This is expected, given that firms in the same industry generally display
the same CSR characteristics, making them more likely to have similar CSR information
disclosure practices. One of the characteristics affecting the level of firm disclosure is
market concentration. For example, Ali et al. (2009) demonstrate that managers in an
oligopolistic market share strategic information on firm performance with other firms as a
means of influencing their competitors’ management decisions. When CSR information
affects the behavior of competitors in this way, firms in concentrated industries can exert a
stronger effect on competitor decisions by strategically disclosing their CSR information.
Huang and Kung (2010) also conclude that firms in concentrated industries tend to disclose
their CSR information more actively.

Investors, also, have been identified in several studies as stakeholders with influence
over firms’ CSR information disclosure. Included in this body of work are studies that
either regard firm environmental information disclosures as investor signals or examine the
relationship between capital costs and CSR information disclosures (Clarkson et al. 2010;
Dhaliwal et al. 2011). For example, Dhaliwal et al. (2011) find that firms with high capital
costs decrease their capital after they disclose CSR information. Similarly, Clarkson et al.
(2010) examine the relationship between capital costs and environmental information
disclosures, as well as that between firms’ CSR information and the information needs of
corporate investors, financial analysts, and investors engaged in socially responsible
investment (SRI). Using this approach, Clarkson et al. (2010) conclude that corporate
investors and analysts evaluate firms with good CSR performance better, while Dhaliwal et
al. (2011, 2012) find that financial analysts can decrease their prediction errors when they
employ CSR information. Yao et al. (2011) and Stanny and Ely (2008) also found that
corporate investors exert an effect on firms” CSR information disclosures, as can SRI
investors that require firms to disclose CSR information.

Finally, Hess et al. (2002) suggest that a firm’s participation in community activities
helps enhance its reputation, and can be a way to create a competitive advantage. For
example, Russo and Tencati (2009) argue that CSR strategies for small and medium-sized
enterprises (SMEs) in Italy could be related to their level of involvement with the local
community. However, they find no evidence of a link with CSR information disclosure.
Kolk and Pinkse (2010) also examine the relationship between CSR information disclosure
for Fortune 250 firms and participation in community activities, and again find no evidence
of a relationship between them.

The extant research described above suggests that external stakeholders induce firms
to disclose CSR information. Therefore, we employ the following hypothesis in this
analysis.

Hypothesis 1: There is a positive relationship between the effects of external stakeholders
and the level of firms’ CSR information disclosure.

2.2. Internal Stakeholders



Internal stakeholders including shareholders and employees might have an effect on
CSR information disclosures. Huang and Kung (2010) investigate that firms with a more
diffused ownership structure disclose more environmental information, because firms have
an incentive to disclose their information to their shareholders to reduce asymmetry of
information among them. However, considering with corporate governance, the stock
diversification might reduce managers’ control incentives due to the dilutive effect of
ownership relationship, and as a result, the demands on information disclosures necessary
for firms’ control might be decreased. When there is a long-term relationship between a
firm and the shareholders, their demands on firms” information disclosures including CSR
information can increase to influence the management decisions. Therefore, it can be
expected that firms with stable shareholders tend to disclose their CSR information
positively.

Huang and Kung (2010) define employees as internal stakeholders that can affect a
firm’s disclosure of environmental information. This is because a decline in a firm’s
environmental performance will undermine its future financial performance through
negative attention from governments or a poor reputation among other stakeholders, which
would eventually conflict with employee interests. Huang and Kung (2010) conclude that
employees are generally interested in firms’ environmental strategies and expect labor
unions to convey their opinions on managerial decisions. This shows that employees, as a
stakeholder group, exert an effect on firms’ information disclosures. Therefore, we
formulate the following hypothesis for internal stakeholders.

Hypothesis 2: There is a positive relationship between the effects of internal stakeholders
and the level of firms’ CSR information disclosure.

2.3. Intermediary Stakeholders

Intermediary stakeholders between firms and their external stakeholders can also
exert an effect on CSR information disclosure. These intermediary stakeholders typically
include environmental conservation groups and lobby groups. Groups that have an interest
in CSR obtain this information from firms and then make their corporate evaluation of this
information publicly available. They are also sometimes directly involved in the political
process, and lobby for legislation on CSR . For this reason, firms in industries that are an
easy target for CSR advocacy groups tend to disclose CSR information to avoid any undue
pressure. For example, Patten (1991), Cho and Patten (2007), and Huang and Kung (2010)
all conclude that firms in industries with a heavy environmental impact tend to voluntarily
disclose their environmental information. In contrast, Neu et al. (1998), after employing a
proxy represented by media reports, conclude that environmental groups have a negative
influence on firms’ disclosure of environmental information.

Auditing firms represent another intermediary stakeholder group. Toms (2002)
suggests that firms undergo external environmental audits voluntarily as a signal to build a
good reputation regarding their environmental management. If we adopt the notion from
contract theory that the firm uses signaling with external auditors to build a favorable CSR
reputation, the level of firms’ CSR information disclosure will then vary depending on the
demands of auditors. However, Toms (2002) fails to find a significant relationship between
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the relevance of external auditors and the level of environmental information disclosure
among British firms. Conversely, Huang and Kung (2010) reveal that Taiwanese firms
audited by the Big Four audit firms generally have high environmental information
disclosure scores.

Together, these studies suggest that groups intermediating between firms and
external stakeholders may require CSR information related to the purposes of the external
stakeholders they serve. Intermediary stakeholders may then also exert an effect on firms’
CSR information disclosure. Therefore, we employ the following hypothesis.

Hypothesis 3: There is a positive relationship between the effects of intermediary
stakeholders and the level of firms” CSR information disclosure.

3. RESEARCH DESIGN
3.1. Sample

For this analysis, we first sample 348 firms that issued CSR reports on the
“environmental reporting plaza” provided by METI from among 2,789 firms across 22
industries that have a significant environmental impact. We select industries as having a
significant environmental impact based on the volume both of the hazardous chemical
substances and the greenhouse gas emissions from the data of MOE. We then obtain each
firm’s 2011 CSR report from its website. Information on corporate CSR activities is taken
from the Corporate Social Responsibility Database provided by Toyo Keizai, Inc., which
database is based on responses to questionnaire on CSR activities sent to listed firms. The
final sample comprises 236 firms, after excluding 112 firms not included in the database
and eight other firms missing financial data in the NEEDS CD-ROM maintained by Nikkei
Digital Media, Inc.

3.2. Empirical Model and Variable Definitions

We employ the following model to examine the relationship between the effect of
each stakeholder group and a firm’s CSR information disclosure:

CSR = By + BLSALE + B,OWNR + BsINTRST + B,ADV + BsINVT + BsMKTS
+B; SRI + BgEMP + BoGR + P1oLCL + B11ADT + B1,ROA +¢ (1)

where the dependent variable CSR indicates the level of CSR information disclosure in a
firm’s CSR report. The explanatory variables; SALE, INTRST, ADV, INVT, MKTS, LCL
representing external stakeholders are effects of governments, creditors, consumers,
suppliers, competitors, and communities, respectively. The explanatory variables OWNR
and EMP represent the demand for CSR information disclosures from stable shareholders
and employees as internal stakeholders. The explanatory variables proxying the effects of
intermediary stakeholders between firms and external stakeholders on firms’ CSR
disclosure are GR and ADT, where GR denotes nonprofit organizations (NPOs) or



nongovernment organizations (NGOs) interested in CSR activities and ADT represents
external auditors associated with the provision of CSR information.

The corporate CSR disclosure scores (CSR) employed as dependent variables are
quantified based on the data in each firm’s CSR report. When using the CSR disclosure
analysis framework, previous studies employ either the GRI Sustainability Reporting
Guidelines (Clarkson et al. 2008) or Wiseman’s classification (Huang and Kung 2010).
However, as the International Integrated Reporting Committee is currently revising the
GRI guidelines and because Wiseman’s classification focuses on environmental issues, we
instead employ International Organization for Standardization (ISO) Social Responsibility
Guidance Standard (1SO 26000), issued on November 1, 2010, as our framework for field
surveys of information disclosure in the CSR reports. ISO 26000 was developed through a
multistakeholder process, with the working group consisting of more than 400 experts
representing government, industry, labor, consumers, NGOs, services, support,
researchers, academic activities, and others from 42 international institutions across 99
countries. As a result, the CSR content required under ISO 26000 reflects the demands of
international as well as Japanese stakeholders, and will be useful for appreciating the effect
of stakeholder behavior on CSR information disclosure.

We quantify the disclosure of CSR information based on the seven core subjects
under 1SO 26000. These seven core subjects consist of 37 issues. The CSR disclosure score
on each issue takes on the value 2 if firms disclose quantitative information, 1 if firms
disclose gualitative information, and O if there is no information. The 37 issues included in
ISO 26000 are also classified into seven core subjects, with the score in each subject
calculated separately (“Organizational governance”: ORGAN; “Human rights”: HUMAN;
“Labor practices”: LABOR; “Environment”: ENVIR; “Fair operating practices”: FAIR;
“Consumer issues”: CONSU; “Community involvement and development”: COMMU).

This analysis specifies various stakeholders as explanatory variables that influence
CSR information disclosures by firms. We use six variables to proxy the effect of each
group of external stakeholders. These are firm’s sales (SALE) as a proxy for the effect of
governments on CSR information disclosure, the interest expense to sales ratio (INTRST)
to represent creditors, the advertising sales ratio (ADV) (relative to the average industry
ratio) for consumers, and the inventory turnover rate (INVT) for suppliers. The ratio of
sales to total sales in the industry (market share) (MKTS) represents the effects of
competitors. LCL is a dummy variable indicating the firm’s participation in community
activities.

Testing the hypothesis 2, we use two variables as the effects of internal stakeholders.
We use the number of employees (EMP) as a proxy variable for the effect of employees,
and employ the stable shareholding ratio representing an effect of shareholders who have a
long-term relationship with a firm (OWNR).

To proxy the effects of intermediary stakeholders on CSR information disclosure, we
employ two variables. GR indicates the effect of environmental conservation groups,
where GR is a dummy variable that takes a value of one when a firm belongs to an industry
with a significant environmental impact, and zero otherwise. Using Japanese Standard
Industry Classifications, these industries comprise pulp, paper, and paper products,
chemicals, and the manufacture of petroleum and coal products, plastic products, ceramic,
stone and clay products, iron and steel, nonferrous metals and products, fabricated metal
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products, electrical machinery, equipment and supplies, and transportation equipment.
Finally, ADT is a dummy variable that takes a value of one when a firm implements an
external environment audit, and zero otherwise. Table 1 shows definition of variables.

<INSERT TABLE 1 HERE>
4. RESULTS
4.1. CSR Disclosure Practices

For the most part, disclosure in the CSR reports of 236 Japanese firms displays the
following features.

(1) Firms tend to have moved the information previously included in their
environmental report to their CSR report.

(2)  Firms tend to provide only the most important information in their CSR reports in
print format, with most other information published on their website.

(3) Most Japanese firms prepare their CSR reports based on the MOE’s
“Environmental Reporting Guidelines” and the GRI’s “Sustainability Reporting
Guidelines, G3.” However, some firms provide a comparison table with 1SO
26000 (e.g., Toyota Motor Corp. and Takeda Pharmaceutical Co. Ltd.).

Table 2 presents firms’ disclosure frequency in their CSR reports, classifying them by 37
issues.

<INSERT TABLE 2 HERE>

The categorization of CSR disclosure by issues in Table 2 reveals the following.

(1) The 236 firms surveyed disclose information on 68 percent of the 37 issues
possible in their CSR reports.

(2) A firm’s level of disclosure depends on the issue. Overall, firms display high
levels of disclosure on the environment (98 percent) and low levels of disclosure
on fair operating practices (54 percent) and community involvement and
development (57 percent).

Through this survey, we find that CSR reports in each industry have the following
characteristics.

(1) Firms in the chemical industry disclose different levels of CSR information
depending on firm size. Most SMEs release only environmental reports.

(2) Firms in the petroleum industry typically describe the issue “Responsible political
involvement” relatively fully.

(3) Firms in the rubber industry provide relatively little information on the issue
“Consumer data protection and privacy.”

(4) Firms in the mining industry disclose different levels of CSR information
depending on firm size, while upstream firms tend to issue CSR reports.

(5) Firms in the ceramics industry disclose well-balanced CSR information in their
reports. They especially provide adequate information on the core subject of
“Human rights.”
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(6) Firms in the iron and steel industry disclose a high level of information in their
CSR reports.

(7) A high proportion of firms in the nonferrous metals industry disclose only their
environmental reports.

(8) Firms in the electric power and gas industries disclose the highest level of
information of all industries, especially on the core subject of “Community
involvement and development.”

(9) The level of information disclosure in firms in the motor vehicle industry is
relatively high. These firms describe extensively the issue of “Social dialogue,”
likely because of the effect of labor unions.

(10) Firms engaged in the production of medical products disclose a high level of CSR
information. They generally provide a detailed description of the firm’s record on
human rights, employment of people with disabilities, work-life balance, and
prevention of corrupt practices.

(11) Firms in the machinery industry disclose different levels of CSR information
depending on firm size. Therefore, the average disclosure score is not high.

(12) Firms in the textile industry provide adequate information on employment and
work conditions.

(13) In the electrical equipment industry, end-product producers disclose a high level
of information, especially on the core subject of “Consumer issues.” However,
SMEs in this industry typically prepare only environmental reports.

(14) Firms in the food industry provide a detailed description of the core subjects

“Consumer
issues,” “Human rights,” and “Labor practices.” They also fully describe food aid
for refugees, in relation to the issue of “Health.” For the most part, CSR reports in
the food industry are colorful, bright, and reader-friendly with many photographs
and pictures.

(15) In the trading industry, both the six largest general trading firms and the more
specialized trading firms disclose their information in a balanced manner.

(16) In the retail industry, the scores on two core subjects, “Human rights” and “Labor
practices,” are low, even though most firms in this industry employ many
part-time workers.

(17) Firms in the railroad and bus industries provide high-level CSR information,
especially on safety at work. Scores on the core subjects of “Human rights” and
“Labor practices” are also high because of the generous benefit packages provided
to employees. The information disclosed displays some major similarities across
firms.

(18) Firms in the land, marine, and air transportation industry disclose a high level of
information, and especially describe safety at work in fine detail.

(19) In the service industry, it is difficult to summarize any features because of the
wide variety of types of firms. However, many firms in this industry provide
information on the core subject of “Consumer issues.”

Table 3 provides the ratio of CSR information disclosure to the maximum score in their

CSR reports, classifying them by industry and 37 issues.
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<INSERT TABLE 3 HERE>
4.2. Descriptive Statistics

Table 4 includes descriptive statistics for the variables in the analysis. The average
disclosure score on the 37 issues is 30.28 (with a range of 6 - 47), This result indicates that
the ratio of average disclosure score to the maximum score is around 41percent. The
maximum score is 74 points when firms disclose quantitative information on all issues. The
issues with the lowest disclosure score ratios are organizational fair operating practices and
community involvement and development, which have average score ratios of 27 percent
and 29 percent, respectively. The issue of labor practices includes five disclosure items and
has an average score ratio of 40 percent. All firms disclose at least one item for the
environment (four items), giving the highest average score ratio of 49 percent, and on
average, firms disclose 40 percent related to human rights. Lastly, firms on average
disclose 33 percent on consumer issues and 40 percent on corporate governance. Table 5
shows the categorization of CSR disclosure scores by industries.

<INSERT TABLES 4 & 5 HERE>

With regard to the explanatory variables in the descriptive statistics, the natural
logarithm of sales are 12.88 on average. This means that the average sales for the sample
firms total 392.4 billion yen. The average interest expense to sales ratio (INTRST) is 0.48
percent (range 0.00 — 4.17). With regard to OWNR, the statistics indicate that the average
ratio of the number of stable shares to issued shares is 33.6 percent (range 0-77 percent).
The advertising sales ratio (ADV) is 0.01 on average. The average inventory turnover
period (INVT) is 0.12. The ratio of sales to total sales in the industry (MKTS) averages 0.05
(range 0.00-0.90) ranges from 0.00 to 0.90, with an average of 0.05. This indicates that the
sample firms tend to develop their business activities in competitive markets. The sample
contains 44 percent of firms with heavy environmental burden (GR). It suggests that 44
percent of the sample firms issue holdings related to CSR (GR). The value of LCL shows
that 94 percent of the sample firms participate in local community activities. As shown by
EMP, the firms have an average of 22,150 employees (range 190 - 360,940). The results for
ADT, show that 84 percent of the sample firms undergo external environmental audits.

Table 6 details the correlations between the independent variables included in the
estimation. The largest correlation coefficient is between SALE and SRI (0.63, p < 0.001).
All of the other correlation coefficients are less than 0.60. To address any concerns with
multicollinearity, we calculate variance inflation factors (VIFs) for the variables used in the
multiple regression analysis. We find that there are no VIF values over five (representing
the common rule of thumb for harmful multicollinearity) for any of the variables.

<INSERT TABLE 6 HERE>

4.3. Multiple Regression Analysis
Tables 7 to 13 include the least squares estimates of (1) of the effect of stakeholders
on CSR information disclosures. Table 7 details the results of the multiple regression
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analysis examining the relationship between the total CSR disclosure scores for the 37
items in firms” CSR information disclosures and the effect of each type of stakeholder. The
coefficient on SALE, representing the effect of governments as external stakeholders, is
significant, and has a positive relationship with CSR information disclosure (p < 0.001,
one-tailed test). This finding is consistent with the results of earlier studies. That is, large
firms tend to be subject to large costs in the political process. To avoid these political costs,
these firms actively disclose their CSR information. There is also a positive relationship
between INTRST and the levels of CSR information disclosure (p = 0.001). This is
consistent with the hypothesis that creditors require firms to disclose their CSR
information as a means of considering their risk of default. In addition, the coefficient on
local residents (LCL) is significant at 1% level, and on the advertising sales ratio (ADV) is
also significant at 10% level. The other explanatory variables, comprising the effects of
suppliers (INVT), competitors (MKTS), and SRI investors (SRI) on CSR disclosure, are not
statistically significant.

<INSERT TABLE 7 HERE>

Neither shareholders (OWNR) nor employees (EMP) are statistically significant.
This result did not support Hypothesis 2. With regard to the explanatory variables
signifying intermediary stakeholders, GR is significant (p = 0.012). This indicates that
firms in industries with a significant environmental impact and those with a close
connection with NPOs, NGOs, and lobby groups disclose more CSR information. Firms
tend to accommodate their requests for CSR information in a positive manner. On the other
hand, external environmental audit (ADT) does not have a significant effect on CSR
information disclosure. This result is not consistent with our expectation that audited firms
would disclose more information because of the audit requirements of their external
auditors. The result also differs from that in Huang and Kung (2010).

The level of CSR information disclosure meets the sometimes competing demands of
the various stakeholders involved in a firm’s activities. Accordingly, we hypothesize that
stakeholders’ requests for CSR information is not homogeneous and that the level of their
demand for information disclosure will depend on the firm and/or the type of information
sought. To address this, we divide the CSR information into six categories (HUMAN;
LABOR; ENVIR; FAIR; CONSU; COMMU). Because 1SO26000 rests ORGAN on other
categories as a superordinate category, we exclude it. We then undertake regression testing
as a means of verifying the relevance of each disclosure score with the different types of
stakeholders and revealing the relationship between each stakeholder and the firm’s CSR
information disclosures.

Table 8 presents the results examining the relationship between stakeholders and
human rights disclosure. As shown, for external stakeholders, the estimated coefficients for
SALE, and the INTRST are positive and significant (p < 0.001; 0.60, p = 0.05). For internal
stakeholders, the number of employees also exerts an effect on information disclosure on
human rights (0.60, p = 0.09).  On the other hand, the estimated coefficient for OWNR
representing internal stakeholders is significant at 10% level, in contrast to the result of the
model employing CSR disclosure scores as a dependent variable. As for intermediary
stakeholders, firms in industries with a significant environmental impact (GR) also tend to
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disclose their human rights information (0.72, p = 0.06). These results are similar to those
obtained earlier for the total CSR information scores.

<INSERT TABLE 8 HERE>

Table 9 presents the results for the regression analysis examining the relationship
between the various stakeholders and disclosure on labor practices. For external
stakeholders, SALE, INTRST, ADV, and LCL have a significant effect on such information
disclosure (0.43, p = 0.001; 0.34, p = 0.05; 10.91, p = 0.07; 1.61, p = 0.001, respectively).
For intermediary stakeholders, having a significant environmental impact (GR) affects the
level of information disclosure (0.78; p = 0.002). However, neither of effects of internal
stakeholders are significant.

<INSERT TABLE 9 HERE>

Table 10 presents the results on the relationship between stakeholders and
environmental disclosure. Both INTRST and GR have significant coefficient. In contrast to
the result on total CSR information scores, SALE is not significant. Meanwhile, there is
positive relationship between INVT and ENVIR (2.78; p = 0.003).

<INSERT TABLE 10 HERE>

As shown in Table 11 the regression where fair operating practices is the dependent
variable provides the same results as for the total CSR information score, with the
exceptions of ADV and INVT. Once again, the respective estimates for SALE, INTRST and
LCL representing external stakeholders have a positive relationships with firms’
information disclosure (0.34, p = 0.015; 0.35, p =0.009; 0.73, p = 0.024). Industries with a
significant environmental impact also have a positive relationship with information
disclosures (0.35, p = 0.034, respectively). However, we are unable to reject the null
hypothesis that the estimated coefficient for ADV is not significantly different from zero.
Furthermore, we found that INVT, which is not significant in total CSR disclosure scores
model, have significant coefficient (1.63, p = 0.096).

<INSERT TABLE 11 HERE>

Table 12 provides the results of the regression analysis examining the relationship
between information disclosures on consumer issues and stakeholders. As shown, SALE,
INTRST, ADV, and LCL (representing external stakeholders) have positive effects on firms’
information disclosures (0.29, p = 0.014; 0.73, p < 0.001; 15.99, p = 0.015; 1.48, p =
0.003). Furthermore, MKTS, which is insignificant in the total disclosure scores model, has
positive effect (2.85, p = 0.019). The proxy variables for intermediary stakeholders, GR,
have no significant association with information disclosure on consumer issues (0.20, p =
0.231).

<INSERT TABLE 12 HERE>
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Table 13 provides the estimated results of the regression analysis on the relationship
between information disclosures on community activities and firm stakeholders. As
shown, firm size (external stakeholders) is positively related to information disclosure in
this area (0.59, p < 0.001). INTRST, ADV, and LCL have positive relationships with firms’
disclosure on community activities (0.74, p < 0.001; 12.55, p = 0.025; 0.69, p = 0.064). The
explanatory variables proxying the interests of intermediary stakeholders, GR, has
significant positive effects on disclosures on consumer issues (0.30, p = 0.098).

<INSERT TABLE 13 HERE>

To analyze the relationship between firms’ CSR disclosure frequency and each
stakeholder effect, we estimate the regression models using disclosure frequency of 37
issues as dependent variables. The results show the almost same of the model employing
CSR disclosure scores as dependent variables, except on OWNR. The OWNR, which is not
significant in Table 7 is positive and significant at 10% level in the model.

5. SUMMARY AND CONCLUSIONS

This paper examined the effects of stakeholders on firms’ CSR information
disclosures. In Japan, firms voluntarily disclose CSR information, with disclosure practices
varying across firms. For the most part, CSR reports are prepared based on the
requirements of a diverse range of users, whereas financial reports have the purpose of
providing useful information for investor decision making. For a firm to convey its CSR
information more effectively, it is important that it consider the potential user and their
information demands to promote effective communication of CSR information and the
firm’s CSR activities. This paper mainly focused on the relationship between firms’ CSR
information disclosure and the information demands of a wide range of stakeholders.

In reference to a study by Huang and Kung (2010) surveying environmental
information disclosures in annual reports, this paper quantified the CSR information
released by Japanese listed firms’CSR reports and examined the relationship between CSR
information disclosures and the information needs of firm stakeholders. The results
revealed that large firms generally disclosed higher-quality CSR information. This is
consistent with the idea that firms under scrutiny from governments and/or politicians, and
thereby exposed to political costs through the political process, disclose CSR information
voluntarily as a means of avoiding these costs. The results also indicated that firms with
high interest expense to sales ratio disclosed more CSR information. This is consistent with
the argument that creditors require firms with a high default risk to disclose additional CSR
information. In addition to governments and creditors, information needs of consumers and
local residents had positive effects on CSR information disclosure.

We found that neither employees nor shareholders as representative internal
stakeholders-have effect on CSR information disclosure.

With regard to intermediary stakeholders, the results showed that having a significant
environmental impact and engaging in cooperative activities with CSR advocacy groups
are positively related to firms’ CSR information disclosure. This indicates that firms that
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are interested in the activities engaged in by stakeholders mediating between firms and
external stakeholders react to their requests and needs for information. However, the
variables proxying the CSR information needs of environmental auditors had no significant
influence on firms’ CSR information disclosures.

The findings also indicated that stakeholders’ effects differed for the different
disclosure items in the CSR reports. For instance, government exerted a significant effect
on the total CSR information score, as well as significant effects on five core CSR subjects,
namely human rights, labor practices, fair operating practices, consumers, and community
involvement and development, but not the environment. Creditors, however, exerted a
significant effect on CSR information disclosure in the all of six areas. Information needs
of consumers were associated with only labor practices, consumer issues, and community
involvement and development. The information needs of the local residents did not have
association with human rights and environment. On the other hand, information needs of
environmental protection groups was not related to consumer issues and community issues.
These findings reinforce the suggestion that the different stakeholder types (internal,
external, and intermediary) have dissimilar CSR information needs.

This research topic arises from the findings in this paper that some of the
stakeholders we expected to have an impact displayed no significant relationship with CSR
information disclosure. There is the possibility that these stakeholders delegate their
information needs to other stakeholders, which then affect firms’ information disclosures.
In future research, we should consider the effect of the various stakeholders’ structured
information needs on CSR information disclosure. However, this research would
contribute to our understanding of the effect of stakeholders on firms’ CSR information
disclosure more inclusively.
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Table 1. Variable definition

Disclosure / Stakeholder group Variables Description

CSR disclosure score total CSR Total disclosure score based on the 37 issues on 1ISO26000

Organizational governance score  ORGAN Disclosure score for 1 disclosure item on organizational
governance

Human rights score HUMAN Disclosure score for 8 disclosure items on human rights

Labor practices score LABOR Disclosure score for 5 disclosure items on labor practices

Environment score ENVIR Disclosure score for 4 disclosure items on environment

Fair operating practices score FAIR Disclosure score for 5 disclosure items on fair operating
practices

Consumer issues score CONSU Disclosure score for 7 disclosure items on consumer issues

Community involvement and COMMU Disclosure score for 7 disclosure items on community

development score involvement and development

Shareholders OWNR Stable shareholders ratio

Employees EMP The number of employees (thousand)

Government SALE Sales (log)

Creditors INTRST Interest expense to sales ratio

Consumers ADV Advertisement expenses / Sales

Suppliers INVT Inventory turnover period / Industry average of inventory
turnover period

Competitors MKTS Sales / Total sales in the industry

SRI SRI Holdings including SRI and eco-fund (dummy variable)

Local residents LCL Presence or absence of participation in community
activities (dummy variable)

Environment conservation GR An industry with a significant environmental burden

groups (dummy variable)

Environment auditors ADT Implementation of external environment audit (dummy
variable)

Return on assets ROA Operating income / Assets
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Table 2. CSR disclosure frequency by 1SO26000, 37 issues (n=236)*

Percentage of

Items Core subjects and issues selftioon firms disclosing
the item(%)
1  Organizational Governance 6.2 80%
Human rights 6.3 65%
2 Due diligence 6.3.3 70%
3 Human rights risk situations 6.3.4 49%
4 Avoidance of complicity 6.3.5 41%
5  Resolving grievances 6.3.6 68%
6  Discrimination and vulnerable groups 6.3.7 7%
7 Civil and political rights 6.3.8 1%
8  Economic, social and cultural rights 6.3.9 70%
9  Fundamental rights at work 6.3.10 73%
Labor practices 6.4 80%
10 Employment and employment relationships 6.4.3 81%
11 Conditions of work and social protection 6.4.4 85%
12 Social dialogue 6.4.5 53%
13 Health and safety at work 6.4.6 90%
14 Human development and training in the workplace 6.4.7 93%
Environment 6.5 98%
15 Prevention of pollution 6.5.3 98%
16  Sustainable resource use 6.5.4 99%
17 Climate change mitigation and adaptation 6.5.5 99%
18  Protection and restoration of the natural environment 6.5.6 96%
Fair operating practices 6.6 54%
19 Anti-corruption 6.6.3 76%
20 Responsible political involvement 6.6.4 21%
21 Fair competition 6.6.5 74%
22 Promoting social responsibility in the sphere of influence 6.6.6 69%
23 Respect for property rights 6.6.7 27%
Consumer issues 6.7 66%
24 Fair marketing, factual and unbiased information and fair contractual practices 6.7.3 64%
25  Protecting consumers’ health and safety 6.7.4 89%
26 Sustainable consumption 6.7.5 81%
27 Consumer service, support, and dispute resolution 6.7.6 79%
28  Consumer data protection and privacy 6.7.7 63%
29 Access to essential services 6.7.8 25%
30  Education and awareness 6.7.9 61%
Community involvement and development 6.8 57%
31 Community involvement 6.8.3 94%
32 Education and culture 6.8.4 82%
33 Employment creation and skills development 6.8.5 42%
34 Technology development and access 6.8.6 36%
35  Wealth and income creation 6.8.7 25%
36 Health 6.8.8 65%
37  Social investment 6.8.9 53%
Total 68%

* The ratios of average disclosure frequency on CSR information disclosures by 37 issues of 1SO26000 (the disclosure frequency takes on the
value 1 if firms disclose qualitative information, and 0 if there is no information.)
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Table 4. Descriptive statistics (n = 236)

Mean Max Min Std. Devw.
CSR 30.28 47.00 6.00 9.95
ORGAN 0.80 1.00 0.00 0.40
HUMAN 6.08 11.00 0.00 3.58
LABOR 5.09 9.00 0.00 2.01
ENVIR 6.67 8.00 1.00 1.06
FAIR 2.71 5.00 0.00 1.42
CONSU 4.92 9.00 0.00 2.11
COMMU 4.01 9.00 0.00 1.98
CSRF 25.43 37.00 4.00 8.46
ORGANF 0.80 1.00 0.00 0.40
HUMANF 5.30 8.00 0.00 3.00
LABORF 4.03 5.00 0.00 1.35
ENVIRF 3.95 4.00 1.00 0.32
FAIRF 2.69 5.00 0.00 1.41
CONSUF 4.65 7.00 0.00 1.89
COMMUF 4.00 7.00 0.00 1.96
SALE 12.88 16.77 8.82 1.49
OWNR 33.64 77.02 0.03 15.28
INTRST 0.48 4.17 0.00 0.62
ADV 0.01 0.10 0.00 0.02
INVT 0.12 0.41 0.00 0.08
MKTS 0.05 0.90 0.00 0.10
SRI 0.45 1.00 0.00 0.50
EMP 22.15 366.94 0.19 42.93
GR 0.44 1.00 0.00 0.50
LCL 0.94 1.00 0.00 0.24
ADT 0.84 1.00 0.00 0.36
ROA 0.76 5.41 -8.26 1.66

" CSR = Total CSR disclosure score, ORGAN = Organizational governance score, HUMAN = Human rights score,
LABOR = Labor practices score, ENVIR = Environment score, FAIR = Fair operating practices score, CONSU =
Consumer issues score, COMMU = Community involvement and development score; CSRF = Total CSR disclosure
frequency, ORGANF = Organizational governance frequency , HUMANF = Human rights frequency, LABORF =
Labor practices frequency , ENVIRF = Environment frequency , FAIRF = Fair operating practices frequency ,
CONSUF = Consumer issues frequency , COMMUF = Community involvement and development score;; SALE =
Sales (log), OWNR = Stable shareholders ratio, INTRST = Interest expense to sales ratio, ADV = Advertisement
expenses / Sales, INVT = Inventory turnover rate/ Industry average of inventory turnover rate, MKTS = Sales / Total
sales in the industry, SRI = Holdings including SRI and eco-fund (dummy), LCL = Presence or absence of
participation in community activities (dummy), EMP = The number of employees (thousand), GR = An industry with
a significant environmental burden (dummy), ADT = Implementation of external environment audit (dummy
variable), ROA = Return on Assets.
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Table 5. CSR categories and disclosure scores by industry® (n = 236)

Governance Human Labour Environment Practices Consumer Community Total
(1 issue) (8 issues) (5 issues) (4 issues) (5 issues) (7 issues) (7 issues) (37 issues)

Chemical 0.822 5.26 4.95 6.87 2.38 3.87 2.97 27.13

(39 firms) (0.41)® 0.33) 0.39 0.49) 0.29) 0.28) 0.21) 0.37)

Petroleum 1.00 9.00 7.50 7.00 3.00 7.00 5.50 40.00

(@ firms) 0.50) (0.56) 0.50) 0.50) 0.30) 0.43) (0.39) (0.54)

Rubber 0.67 5.17 5.17 717 2.17 5.17 483 30.33

(6 firms) 0.33) .32 (0.40) 0.50) 0.22) (0.35) (0.35) (0.41)

Mining 1.00 9.00 5.00 8.00 3.00 6.00 6.00 38.00

(1 firm) (0.50) (0.56) 0.40) (0.50) 0.30) 0.43) (0.43) (0.51)

Ceramics 0.86 6.71 5.71 6.57 3.43 5.14 5.14 33.57

(7 firms) (0.43) (0.42) 0.41) 0.48) 0.34) 0.37 0.37) (0.45)

Tron and steel 1.00 9.50 6.50 7.00 3.50 6.00 5.00 38.50

(2 firms) (0.50) 0.59) 0.45) 0.50) 0.35) (0.43) (0.36) (0.52)

Non-ferrous metal 0.85 6.31 5.38 7.08 2.77 5.15 2.54 30.08

(13 firms) (0.42) 0.39 0.43) 0.50) 0.28) 0.33) 0.18) (0.41)

Electric power 0.89 9.44 6.44 711 411 7.33 711 42.44

(9 firms) (0.44) 0.59 0.49) (0.50) 0.39 0.49 0.49) 0.57)

Gas 0.50 10.50 6.00 5.50 3.50 8.00 7.00 41.00

(@ firms) (0.25) (0.66) 0.50) (0.50) 0.35) 0.50) 0.50) (0.55)

Motor Vehicles 0.78 6.72 5.83 7.06 3.17 5.39 5.89 34.83

(18 firms) 0.39 (0.42) 0.43) (0.50) 0.32) 0.37) 0.42) 0.47)

Medical product 0.93 6.71 5.79 6.79 2.79 6.57 457 34.14

(14 firms) (046) 0.42) 0.46) (0.50) 0.28 0.42) 0.33) (0.46)

Machinery 0.68 455 4.05 6.95 2.09 3.86 3.95 26.14

(22 firms) 0.34) 0.28) 0.32) (0.50) 0.21) 0.28) (0.28) (0.35)

Textile 0.83 7.00 6.33 717 3.33 5.83 5.50 36.00

(6 firms) (0.42) (0.44) 0.43) 0.50) 0.33) (0.40) 0.39) (0.49)
Electrical

. 0.64 5.68 473 7.00 2.95 4.95 3.82 29.77

equipment 0.32) 0.36) 039 050 029 ©0.34) 027 0.40)
(22 firms)

Food 0.79 6.79 5.04 6.88 2.83 5.33 321 30.88

(24 firms) (0.40) 0.42) 0.41) 0.50) 0.28) (0.35) 0.23) 0.42)

Trading 0.89 5.61 433 5.83 2.94 3.94 3.50 27.06

(18 firms) (0.44) (0.35) 0.39) (0.50) 0.29) 0.27 0.25) 0.37)

Retailing 0.43 414 443 6.57 1.57 4.86 2.86 24.86

(7 firms) (0.21) (0.26) 0.36) (0.46) 0.16) 0.33) 0.20) (0.34)

Railroad and bus 0.75 6.75 4.50 6.25 2.75 5.25 4.75 31.00

(4 firms) (0.38) (0.42) 0.33) (0.50) 0.289 (0.30) 0.34) (0.42)
Land
ransportation 1.00 5.67 4.67 6.00 2.00 4.67 2.33 26.33
(0.50) (0.35) 0.40) (0.50) 0.20) 0.33) 0.17 (0.36)
(3 firms)
Marin
. 1.00 5.25 4.75 6.00 2.00 4.50 4.00 27.50
fransportation (0.50) 0.33) 0.40) (0.50) 0.20) 0.29) 0.29) 0.37)
(4 firms)

Air transportation 1.00 6.00 4.00 4.00 2.00 6.00 2.00 25.00
(1 firm) (0.50) .39 0.40) (0.50) 0.20) 0.36) 0.19) (0.39)
Service 0.92 6.00 5.25 467 2.25 4.33 417 27.58

(12 firms) (0.46) .39 0.42) (0.45) 0.23) 0.29) 0.30) (0.37)
Average score
0.80 6.08 5.09 6.67 2.71 4.92 4.01 30.28
(Average
(0.40) (0.39) 0.40) 0.49) 0.27 0.33) 0.29) (0.41)
percentage)

a Average disclosure score on CSR information disclosures by industry (the disclosure score takes on the value 2 if firms disclose quantitative information,
1 if firms disclose qualitative information, and 0 if there is no information.)
bThe ratios shown in parentheses are ratios of average disclosure score in the industry to the maximum score.
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Table 6. Correlation matrix (n =236)

) @ S @ ©) ©) ) (G ©) (10) 1) (12)

(1) SALE 1.000°

(2) OWNR -0336 1.000
Y5 J—
0000
(3) INTRST 0115 0227 1,000
1764 3572 .
0079 0000 -
(4) ADV 0092 0155 0138 1000

©) INVT 0181 0163 0084 0079 1000

(6) MKTS 0474 -0.312 0.165 0.001 -0.129 1.000

(7)SRI 0.630 -0.297 0.100 0.201 -0.053 0.354 1.000

(8)EMP 0591 -0.200 -0.017 0.133 -0.024 0.320 0.374 1.000

(9)GR -0.051 0.024 -0.140 -0.020 0.253 -0.099 -0.054 0.062 1.000
-0.776 0.361 -2.168 -0.305 3.998 -1523 -0.828 0.949 -
0439 0.718 0.031 0.760 0.000 0.129 0.409 0.344 —

(10)LCL 0.195 0.027 -0.026 0.090 -0.098 0.094 0.202 0.107 -0014 1.000
3.044 0413 -0.402 1384 -1512 1440 3161 1644 0200 -
0.003 0.680 0.688 0.168 0132 0.151 0.002 0.102 083%

(11) ADT 0055 0055 0116 0017 0028 0065 0042 0101 008l 0174 100

0.839 -0.837 -1.785 0.262 0.358 1.002 0.636 1556 0469 2707 -
0.402 0404 0.076 0.794 0721 0318 0525 0121 0.640 0007 -

(12)ROA 0.064 0.043 0.044 -0.079 -0.137 0.023 -0.025 0.044 -0.293 0.101 0131 1.000
0978 0.662 0.669 -1.208 2114 0.351 -0.386 0673 -4.682 1549 2020 -
0.329 0509 0504 0.228 0.036 0.726 0.700 0502 0.000 0.123 0045

@ SALE = Sales (log), OWNR = Stable shareholders ratio, INTRST = Interest expense to sales ratio, ADV = Advertisement expenses / Sales, INVT = Inventory tumover rate/
Industry average of inventory tumover rate, MKTS = Sales / Total sales in the industry, SRI = Holdings including SRI and eco-fund (dummy), LCL = Presence or absence
of participation in community activities (dummy), EMP = The number of employees (thousand), GR = An industry with a significant environmental burden (dummy), ADT
= Implementation of external environment audit (dummy variable), ROA = Retum on Assets.

® Correlation coefficients, %t -statistic, ¢ p-value
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Table 7. Regression results
(Dependent variable: CSR)

Independent variables Sign Coefficient Std. error Prob.
Intercept -15.623 8.227 .029
SALE + 2.731 0.602 .000
OWNR + 0.054 0.043 105
INTRST + 3.044 0.976 .001
ADV + 50.226 33.785 .069
INVT + 10.140 8.160 108
MKTS + 6.675 6.296 145
SRI + 0.888 1.497 277
EMP + -0.007 0.017 675
GR + 2.789 1.227 012
LCL + 5.916 2.408 .007
ADT + -1.375 1.593 .806
ROA -0.432 0.362 234
Adjusted R? 262
F (Prob) 7.945 (.000)

" CSR = Total CSR disclosure score; SALE = Sales (log), OWNR = Stable shareholders ratio, INTRST =
Interest expense to sales ratio, ADV = Advertisement expenses / Sales, INVT = Inventory turnover rate/
Industry average of inventory turnover rate, MKTS = Sales / Total sales in the industry, SRI = Holdings
including SRI and eco-fund (dummy), LCL = Presence or absence of participation in community
activities (dummy), EMP = The number of employees (thousand), GR = An industry with a significant
environmental burden (dummy), ADT = Implementation of external environment audit (dummy
variable), ROA = Return on Assets.
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Table 8. Regression results
(Dependent variable: HUMAN)

Independent variables Sign Coefficient Std. error Prob.
Intercept -8.620 3.112 0.006
SALE + 0.958 0.228 0.000
OWNR + 0.022 0.016 0.091
INTRST + 0.596 0.369 0.054
ADV + 6.267 12.782 0.312
INVT + 1.630 3.087 0.299
MKTS + 2.606 2.382 0.138
SRI + 0.659 0.566 0.123
EMP + -0.008 0.006 0.886
GR + 0.720 0.464 0.061
LCL + 1.137 0.911 0.107
ADT + -0.610 0.603 0.844
ROA -0.048 0.137 0.726
Adjusted R? 0.184
F (Prob) 5.421 (.000)

“ HUMAN = Human rights disclosure score; SALE = Sales (log), OWNR = Stable shareholders ratio,
INTRST = Interest expense to sales ratio, ADV = Advertisement expenses / Sales, INVT = Inventory
turnover rate/ Industry average of inventory turnover rate, MKTS = Sales / Total sales in the industry, SRI
= Holdings including SRI and eco-fund (dummy), LCL = Presence or absence of participation in
community activities (dummy), EMP = The number of employees (thousand), GR = An industry with a
significant environmental burden (dummy), ADT = Implementation of external environment audit

(dummy variable), ROA = Return on Assets.
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Table 9. Regression results
(Dependent variable: LABOR)

Independent variables Sign Coefficient Std. error Prob.
Intercept -2.581 1.782 0.149
SALE + 0.427 0.130 0.001
OWNR + 0.010 0.009 0.141
INTRST + 0.344 0.211 0.053
ADV + 10.910 7.319 0.069
INVT + 1.444 1.768 0.207
MKTS + 0.910 1.364 0.253
SRI + -0.094 0.324 0.614
EMP + -0.002 0.004 0.710
GR + 0.776 0.266 0.002
LCL + 1.611 0.522 0.001
ADT + -0.464 0.345 0.910
ROA -0.015 0.079 0.851
Adjusted R? 0.147
F (Prob) 4.382 (.000)

“ LABOR = Labor practices disclosure score; SALE = Sales (log), OWNR = Stable shareholders ratio, INTRST =
Interest expense to sales ratio, ADV = Advertisement expenses / Sales, INVT = Inventory turnover rate/ Industry
average of inventory turnover rate, MKTS = Sales / Total sales in the industry, SRI = Holdings including SRI and
eco-fund (dummy), LCL = Presence or absence of participation in community activities (dummy), EMP = The
number of employees (thousand), GR = An industry with a significant environmental burden (dummy), ADT =
Implementation of external environment audit (dummy variable), ROA = Return on Assets.
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Table 10. Regression results
(Dependent variable: ENVIR)

Independent variables Sign Coefficient Std. error Prob.
Intercept 5.960 0.993 0.000
SALE + 0.018 0.073 0.403
OWNR + -0.002 0.005 0.653
INTRST + 0.207 0.118 0.040
ADV + 0.853 4.077 0.417
INVT + 2.784 0.985 0.003
MKTS + -0.665 0.760 0.809
SRI + -0.181 0.181 0.841
EMP + 0.001 0.002 0.345
GR + 0.324 0.148 0.015
LCL + 0.020 0.291 0.472
ADT + 0.081 0.192 0.336
ROA -0.008 0.044 0.858
Adjusted R? 0.052
F (Prob) 2.064 (.020)

" ENVIR = Environment disclosure score; SALE = Sales (log), OWNR = Stable shareholders ratio, INTRST = Interest
expense to sales ratio, ADV = Advertisement expenses / Sales, INVT = Inventory turnover rate/ Industry average of
inventory turnover rate, MKTS = Sales / Total sales in the industry, SRl = Holdings including SRI and eco-fund
(dummy), LCL = Presence or absence of participation in community activities (dummy), EMP = The number of

employees (thousand), GR = An industry with a significant environmental burden (dummy), ADT

Implementation of external environment audit (dummy variable), ROA = Return on Assets.
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Table 11. Regression results
(Dependent variable: FAIR)

Independent variables Sign Coefficient Std. error Prob.
Intercept -3.078 1.254 0.015
SALE + 0.341 0.092 0.000
OWNR + 0.006 0.007 0.166
INTRST + 0.352 0.149 0.009
ADV + 3.320 5.152 0.260
INVT + 1.629 1.244 0.096
MKTS + -0.085 0.960 0.535
SRI + 0.181 0.228 0.214
EMP + -0.001 0.003 0.612
GR + 0.345 0.187 0.034
LCL + 0.733 0.367 0.024
ADT + -0.127 0.243 0.700
ROA -0.005 0.055 0.924
Adjusted R 0.162
F (Prob) 4.785 (.000)

" FAIR = Fair operating practices disclosure score; SALE = Sales (log), OWNR = Stable shareholders ratio, INTRST =
Interest expense to sales ratio, ADV = Advertisement expenses / Sales, INVT = Inventory turnover rate/ Industry
average of inventory turnover rate, MKTS = Sales / Total sales in the industry, SRI = Holdings including SRI and
eco-fund (dummy), LCL = Presence or absence of participation in community activities (dummy), EMP = The
number of employees (thousand), GR = An industry with a significant environmental burden (dummy), ADT =
Implementation of external environment audit (dummy variable), ROA = Return on Assets.
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Table 12. Regression results
(Dependent variable: CONSU )

Independent variables Sign Coefficient Std. error Prob.
Intercept -1.046 1.783 0.558
SALE + 0.290 0.131 0.014
OWNR + 0.010 0.009 0.131
INTRST + 0.728 0.212 0.000
ADV + 15.989 7.321 0.015
INVT + 1.049 1.768 0.277
MKTS + 2.845 1.364 0.019
SRI + 0.196 0.324 0.273
EMP + 0.002 0.004 0.258
GR + 0.196 0.266 0.231
LCL + 1.479 0.522 0.003
ADT + -0.362 0.345 0.852
ROA -0.250 0.079 0.002
Adjusted R? 0.229
F (Prob) 6.833 (.000)

“ CONSU = Consumer issues disclosure score; SALE = Sales (log), OWNR = Stable shareholders ratio,
INTRST = Interest expense to sales ratio, ADV = Advertisement expenses / Sales, INVT = Inventory
turnover rate/ Industry average of inventory turnover rate, MKTS = Sales / Total sales in the industry, SRI
= Holdings including SRI and eco-fund (dummy), LCL = Presence or absence of participation in
community activities (dummy), EMP = The number of employees (thousand), GR = An industry with a
significant environmental burden (dummy), ADT = Implementation of external environment audit

(dummy variable), ROA = Return on Assets.
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Table 13. Regression results
(Dependent variable: COMMU)

Independent variables Sign Coefficient Std. error Prob.
Intercept -5.348 1.549 0.001
SALE + 0.589 0.113 0.000
OWNR + 0.004 0.008 0.297
INTRST + 0.736 0.184 0.000
ADV + 12.554 6.363 0.025
INVT + 1.343 1.537 0.192
MKTS + 0.848 1.186 0.238
SRI + 0.193 0.282 0.247
EMP + 0.002 0.003 0.291
GR + 0.300 0.231 0.098
LCL + 0.691 0.453 0.064
ADT + 0.160 0.300 0.297
ROA -0.095 0.068 0.166
Adjusted R? 0.341

F (Prob)

11.129 (.000)

“ COMMU = Community involvement and development disclosure score; SALE = Sales (log), OWNR = Stable
shareholders ratio, INTRST = Interest expense to sales ratio, ADV = Advertisement expenses / Sales, INVT =
Inventory turnover rate/ Industry average of inventory turnover rate, MKTS = Sales / Total sales in the industry, SRI
= Holdings including SRI and eco-fund (dummy), LCL = Presence or absence of participation in community
activities (dummy), EMP = The number of employees (thousand), GR = An industry with a significant environmental
burden (dummy), ADT = Implementation of external environment audit (dummy variable), ROA = Return on

Assets.
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