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Table 3 Correlation Coefficient among Variables
DCOSTI DCOST2 DEGREE HI  CON  FIRST  AC  BSIZE IND  DEC  IEV FRATIO ROA  SID  AGE
DCOSTL 1,000
DCOST2  0.988"* 1.000
DEGREE  -0.018 -0.018  1.000
Hi -0.026 -0.026 -0.059°° 1.000
CON -0.005 -0.014  0.130°*-0.102** 1.000
FIRST ~ -0.066°"-0.064™" 0.063°° 0.084* 0.174*" 1.000
AC 0.036° 0.037* -0.061 **~0.071**-0,079 **~0.115*" 1,000
BSIZE 0.02  0.017 0.118°" 002" 0.213"-0.005 -0.062"" 1000
IND ~0.0347 -0.030 -0.03° -0.024 -0.081°" 0.017 0.010 -0.53"" 1000
DEC 0.057°" 0.066*"-0.058"* 0.088**-0.255""=0. 131" 0.256°*-0.130** 0.000 1,000
LEV 0109 0,00 0.0 -0.073" 0,205°"-0.00 -0.248"" 0.116""=0.057""-0.309"" 1.000
FRATIO  0.220°° 0.215* 0.033° 0.042*° 0.157°° 0.09 -0.009  0.141**-0.036" -0.085** 0.111* 1.000
ROA Z0.1317°-0.126°" 0.006  0.052°*-0.136"" 0.149°" 0.013 -0.035" 0.037° 0.008 -0.433°°=0,115"" 1.000
STD 0.057°* 0.049*" 0.072°°=0.130"" 0.237°*=0.074*"-0.002 0,091 "= 0. 047 °*=0.111** 0.204°" 0.135°°-0.230"* 1000
ACE 0.0 0,017 -0.033° -0.231* 0.29°°-0,151*°-0.024  0.031 0,023 -0.286* 0.380°* 0.042°"-0.243°° 0.422** 1.000
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Table 4 Regression Results of Board Network and Debt Financing Costs
B RAE i DCOSTI BB . DCOST2
RN HE2 A3 R4 (E HiRd 2 HRl3 E
. 0.029***  0.029*** 0.033"*" 0.031""" 0.031*** 0.032*** 0.036"* 0.033""*
RO
(6.007) (6.196) (7.241) (6.639) (6.405) (12.148) (7.680) (7.051)
ur -0.032" -0.035*" -0.029" -0.033"" -0.034"" -0.075"** -0.031" -0.035"
(-1.922) (-2.133) (-1.724) (-1.963) (-2.043) (-4.980)(-1.836) (-2.099)
. -0.038*" -0.037*"** -0.046*** —0.038** -0.042** -0.085""* —0.051*** —0.042"
(-2.126) (-2.096) (-2.615) (-2.161) (=2.329) (-=5.212) (-2.840) (=2.374)
FIRST —0.042% —0.043%" —0.048"" - 0.042"" —-0.038" —-0.057™" -0.045""" - 0.038""
(-2.515) (-2.588) (-2.931) (-2.509) (-2.300) (-3.795) (-2.731) (-2.265)
BSIZE -0.026 -0.027 -0.033" -0.030 -0.026 -0.034" -0.034" -0.030
’ (-1.363) (-1.422) (-1.769) (- 1.569) (-1.354) (-1.980) (-1.779) (- 1.573)
., -0.030 -0.031" -0.035* -0.032* -0.028 -0.032° -0.034* -0.030"
(-1.640) (-1.708) (~1.940) (-1.742) (-1.554) (-1.942) (-1.868) (- 1.669)
LEV 0.107**  0.100"** 0.089"*" 0.100*" 0.089*** 0.093*** 0.070"*" 0.082*""
(5.437) (5.180) (4.593) (5.116) (4.509) (5.258) (3.605) (4.165)
FRATIO 0.195*° 0.195*** 0.192*** 0.195°*" 0.194***  0.331*** 0.191*** 0.195**"
(11.027) (11.052) (10.868) (11.057) (10.951) (20.513) (10.786) (11.001)
ROA -0.059""" -0.062""" -0.069""" -0.061""" -0.065 -0.160**" -0.075*** -0.067 """
(-3.320) (-3.487) (-3.875) (—=3.433) (-3.626) (-9.826) (-4.204) (-3.750)
STD -0.075*"* =0.073*** =0.070*** -0.073*** -0.076""" -0.077"** -0.072"** - 0.074"""
(-3.641) (-3.563) (-3.418) (-3.529) (-3.705) (-4.083) ( -3.470) (-3.601)
pron 0.011 0.014 - 0.005 0. 007 0.008 -0.020 -0.009 0.003
(0.536) (0.704) (-0.249) (0.346) (0.367) (-=1.075) (-0.451) (0.167)
AC 0.030° 0.078""" 0. 027 0.079*""
(1.830) (2.841) (1.611) (2.872)
DEC 0.078 0.124 0. 082 0.114
(4.447) (4.374) (4.639) (4.393)
-0.018 0. 006 0. 000 -0.021 -0.013 0.012 0. 008 -0.010
DEGREE
(-1.085) (0.269) (0.019) (-1.001) (-0.777) (0.598) (0.365) (-0.467)
— ~0.053 0.058 - 0.049 0. 050
(-1.763) (2.374) (-1.792) (2.049)
-0. . 01 -0. * . 004
AC- DECREE 0. 046 0.018 0. 051 0. 00
(-1.547) (0.720) (-1.725) (0.142)
AC- DEC 0.119 0.124
(4. 146) (4.310)
- A 1 EEE o2 ;i %
AC-DEC - DEGREE 0-107 D024
(-2.740) (=2.411)
FHTR il il il il il il il il
b il 1= it E2x ] = =] 1] L]
WS R 0. 093 0. 093 0. 089 0. 092 0. 089 0.242 0. 085 0. 088
Fi{H 15. 262 15. 253 14. 576 14. 175 14. 593 45. 401 13. 865 13. 567
B VIF(E 1.811 3.809 3.701 6.534 1.811 3.809 3.701 6.534
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Table 5 Robustness Test Result 1
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ACESS fixl 5 1Al 6 BT A8

M Waldfi R T 0 A% TH 2 R% TH AN TH
AC -0.272° 3.189 0.029° 1.735
DEC —2.564*** 98.970 0.090°** 5.136  0.083** 2.297 0.086"" 2.392
CLOSENESS 1.588*"" 9.963 -0.011 -0.536 -0.021 -0.871 0.000 0.006 -0.029 -1.286
DEC - CLOSENESS -0.008 -0.203 0.090""" 3.924
AC- CLOSENESS -0.064" —-1.682 0.023 0. 983
DEC-AC 0.122°""  3.466

AC-DEC - CLOSENESS

- 0. 146" - 3.260
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Table 6 Robustness Test Result 2
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E% 14 T{H Sig {H RH T{H Sig 8
W B - 0. 005 —3.281 0. 001 — 0. 006 -3.415 0. 001
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UL ] il il e fa ]
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Board Network, Information Transmission and the Debt Financing Costs

Lu Xianwei, Wang Jiangiong, Dong Dayong
School of Economics and Management, Southwest Jiaotong University, Chengdu 610031, China

Abstract: How to effectively alleviate asymmetric information is essential to reduce corporate debt financing costs. The study
builds corporate board network and investigates the mechanism of how board network affects the debt financing costs from the per-
spective of social network information transmission, and then further explores differences of the impact of board network on debt
financing costs in the condition of financing constraints, agency costs as well as the interaction between them. The study employ-
ees social network analysis, multiple regression analysis and binary logistic regression analysis methods and takes data from Chi-
na's Shanghai and Shenzhen A-share listed companies from 2006 to 2010 for empirical analysis. The results indicate that the po-
sition in the board network of China’s listed companies does not significantly reduce debt financing costs. Companies in the core
position of the board network with financing constraints reduce more debt financing costs, compared to companies with non-finan-
cing constraints, which shows companies with higher degree of information asymmetry benefit more from the board network. The
central location of companies, constrained by the interaction between financing constraints and agency costs, lower more debt fi-
naneing costs. The information transmission function and governance effect of board network play an important role in companies’
financing capacity for the companies with information asymmetry,

Keywords ; hoard network ; debt financing costs ; information transmission; agency costs;financial constraints
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