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Fig. 1 The mechanism of corporate environmental violations on debt financing cost
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Table 2 Descriptive statistics of regressors
AR i R LI ¥fH PR 174 5375 LRIV 3/4 G hidk
CoD 24 946 -0.023 0.748 0.018 0.087 0.136
record 24 946 0.419 1.792 0.000 0.000 0.000
leverage 24 946 0.484 0.195 0.337 0.482 0.623
roa 24 946 0.057 0.069 0.018 0.048 0.090
scale 24 946 21.720 1.439 20.720 21.630 22.600
growth 24 946 0.179 0.351 -0.005 0.127 0.293
state 24 946 0.331 0.471 0.000 0.000 1.000
interest 24 946 24.240 104. 900 0.000 3.340 11.660
topl 24 946 29.620 19.800 16.580 29.540 43.500
heavy 24 946 0.244 0.430 0.000 0.000 0.000
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Table 3 Basic regression
(1) (2)
5 A5
Pzt CoD CoD
0.011 **~ 0.005 """
record
(5.498) (3.053)
0.617 *** 0.674 "
leverage
(13.85) (14.59)
0.368 *** 0.454 """
roa
(3.269) (3.827)
-0.02""" -0.034 """
scale
(-3.939) (-5.644)
-0.016 -0.012
growth
( -1.226) ( -0.891)
-0.024" -0.025
state
(-1.698) (-1.643)
. -0.003 *** -0.003 ***
nterest
(-16.62) (-16.78)
-0.001 *** -0.001 ***
topl
(-3.642) (-3.736)
0.219"" 0.649 ***
bR
(1.967) (4.760)
AT 2 ] 7 2500 T P
Al [ 7 5 I ]
LI 24 946 24 946
Adjusted R? 0.259 0.259
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Table 4 Tests for endogeneity
(1) (2) (3) (4)
AR COD CoD coD cOD
28LS 2SLS PSM PSM
0.012"** 0.005 ** 0.008 *** 0.004 "~
record
(4.770) (2.152) (5.129) (2.859)
0.519 *** 0.568 *** 0.394 "~ 0.468 "~
leverage
(10.96) (11.59) (7.662) (8.642)
0.342 " 0.419 "~ 0.117 0.261
roa
(2.822) (3.238) (0.728) (1.508)
-0.021 """ -0.03 """ -0.011"*" -0.021 "
scale
(-3.888) (-5.093) (-2.015) (-3.524)
-0.018 -0.006 0.003 0.012
growth
(-1.403) (-0.442) (0.229) (0.882)
-0.027 " -0.0305"" -0.047 " -0.056 ***
state
(-2.048) (-2.207) (-3.041) (-3.368)
. -0.004 "~ -0.004 """ -0.004 """ -0.004 "~
interest
(-14.47) (-14.59) (-12.58) (-12.79)
-0.001 "~ -0.001 """ -0.001 " -0.001 """
topl
(-3.208) (-3.185) (-2.007) (-2.099)
0.290 ** 0.699 *** 0.167 0.404 "
I
(2.562) (4.688) (1.410) (2.606)
A7 B[] & 00 J ] G ]
A7l [0 2 o 7 ] ¥ ]
FURTIEIER 20 710 20 710 24 946 24 946
Adjusted R? 0.279 0.279 0.282 0.282
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Table 5 Tests for mechanisms and robustness

1 2 3
s i (1) (2) (3)
Negative news default EXP
6.781 """ -0.006 ** 0.005 ***
record
(4.709) (-2.165) (2.908)
1.614 -0.363 """ 0.623 "
leverage
(0.149) (-16.53) (14.18)
212.6 """ 0.508 *** 0.469 ***
roa
(7.171) (10.84) (4.148)
58.59 *** -0.036 """ -0.034 """
scale
(16.48) (-9.639) (-5.813)
4.089 0.027 *** -0.02
growth
(1.192) (3.876) (-1.535)
-17.17"** 0.012 -0.021
state
(-3.015) (1.209) (-1.459)
) 0.054 *** -7.60e -05 """ -0.003 """
interest
(3.136) (-4.191) (-14.69)
-0.152 -0.001 *** -0.001 """
topl
(-0.924) (-3.858) (-3.105)
§ ) -1257"*" 1.669 *** 0.669 ***
TR 75
(-14.97) (19.48) (5.047)
AT JE 1] 3 00N il il il
A7l I8 E 0L Eil il il
PURIINEEN 19 524 24 946 24 946
Adjusted R? 0.234 0.234 0.234
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Table 6 Heterogeneity test of property right, industrial pollution intensity and time series difference

L PR Al i5 Gt iE s ] 5 T P
s
coD coD CcOD
0.013 *** 0.005 ** 0.021 %"
record
(4.606) (2.133) (2.446)
0.675*"* 0.674 *** 0.674 "
leverage
(14.59) (14.58) (14.59)
0.459 *** 0.457 *** 0.454 "
roa
(3.871) (3.858) (3.832)
-0.034 """ -0.034*"* -0.034"""
scale
(-5.679) (-5.651) (-5.652)
-0.012 -0.011 -0.012
growth
(-0.901) (-0.848) (-0.901)
. -0.003 """ -0.003 """ -0.003 """
interest
(-16.78) (-16.78) (-16.78)
-0.001 *** -0.001 *** -0.001 ***
topl
(-3.751) (-3.816) (-3.748)
-0.02 -0.025" -0.025"
state
(-1.265) (-1.662) (-1.653)
-0.012 """
state X record
(-3.610)
0.036 4 **
heavy
(2.108)
0.000 1
Heavy X record
(0.0369)
) 0.088 ***
time
(4.442)
-0.017*"
time X record
(-1.969)
P A el il il
AR5 [ RE BONE il il il
Al [ 5 287 il il i
PURINTED 24 946 24 946 24 946
Adjusted R? 0.259 0.259 0.259
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Table 7 Regional heterogeneity test

R s [iigHd
PRI A5
CcOD cOD CcOD
0.019 *** 0.005 -0.004
record
(3.937) (0.833) (-0.690)
0.896 *** 0.726 *** 0.374 "
leverage
(12.83) (5.892) (6.289)
0.227 0.317 0.103
roa
(1.176) (1.547) (0.859)
-0.036 """ -0.05*"* -0.031 ***
scale
(-4.157) (-2.683) (-3.759)
-0.009 -0.013 -0.01
growth
(-0.437) (-0.342) (-0.676)
-0.045" -0.017 -0.053""
state
(-1.839) (-0.531) (-2.248)
. -0.002 """ -0.002 """ -0.002 """
interest
(-13.92) (-6.984) (-6.923)
-0.001 *** -0.002 -0.002
topl
(-2.977) (-0.878) (-1.565)
0.803 *** 0.919 ** 0.743 "
TR I
(4.263) (2.472) (4.058)
AT 32 4] 72 250NE s il il s il
A7l [ 5 2T i i i
LIE 17 166 4167 3613
Adjusted R? 0.231 0.290 0.266
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Table 8 Results based on PITI index correction

SRSy CoD
0.007 **~
Record,;;
(3.062)
0.675"""
leverage
(14.62)
0.45"*"
roa
(3.768)
-0.035 """
scale
(-5.795)
-0.013
growth
(-0.951)
-0.022
state
(-1.483)
-0.003 ***
interest
(-16.78)
| -0.001 """
top
(-3.651)
YRR 0.670 """
(4.917)
AP JE 1] 3E 0N i
A7l 1T 5 2800 i
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Corporate environmental violations and debt financing cost

WANG La-fang', YUAN Tian®, XIE Rui'"
1. School of Economics & Trade, Hunan University, Changsha 410079, China;
2. School of Environment & Natural Resources, Renmin University of China, Beijing 100872, China

Abstracts: Environmental violations of enterprises will impact their costs of debt financing through credit de-
fault risk and corporate reputation. Based on the data of A-share listed companies in Shanghai and Shenzhen
stock market, this paper examines this impact systematically, and then analyzes the heterogeneity of this im-
pact from four dimensions; property rights, industry pollution intensity, temporal, and spatial effect. The em-
pirical results show that environmental violations of corporates will cause higher costs of debt financing; with
other factors unchanged, state-owned enterprises still have the advantage in aspect of debt financing costs after
the violations compared to private enterprises, and enterprises in highly polluted industries will have higher
debt financing costs. Further research shows that the gradual establishment and implementation of the corpo-
rate environmental credit evaluation system will significantly increase the cost of environmental violations for
enterprises within a certain period of time; within the sample period, the impact of enterprises’ environmental
violations on its debt financing costs is only reflected in the eastern region. This study confirmed that the
green-credit policy for enterprises in highly polluted industries began to take effect, and it provided an empiri-
cal basis for enterprises to actively comply with the national environmental governance policy.

Key words: environmental violations; debt financing cost; pollution intensity



