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Abstract

This study empirically analyzed the relationship between corporate governance and cost of debt, focusing
on the moderating effects of market competition. As a result of the analysis, it was found that companies
can reduce cost of debt by improving corporate governance. In particular, companies, having weak external
governance due to low market competition, were able to enjoy the greater effect of the reduction of cost
of debt by improving corporate governance. These results imply that corporate governance can lead an
increase in credit rating and a decrease in cost of debt by reducing agency cost and lowering default risk,
and that the effects of corporate governance on cost of debt can be differentiated according to the market
competition. The implications of this study are as follows. Companies can alleviate the burden of
high-interest rates by improving corporate governance, and in particular, companies having lower market
competition will be able to strengthen financial competitiveness by improving corporate governance. The
government will be able to strengthen the financial soundness of companies and resolve the Korea discount
in the bond market by preparing an appropriate system to induce improvement of corporate governance.
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<2y 2>

CoDiy = Bo + BiGoviy + B,Cashiy + [BsBetai; + [BsForeigniy + BsLargei, + BeSizei, + BPBRiy + BsROA;; + B
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- 150
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BoLeverage;; + BioAgei, + BiCRy; + &

- 2EH

CoDy, = By + Bi'Govi, + B.Cashy, + B:Betay, + BiForeign;, + BsLargei, + BsSizeie + B/PBRy + BsROA; + B
oLeveragei;, + BioAgei, + BiiCR;; + &

CoDi; = By + Bi'Govi; + ByCashit + B:Beta;; + BiForeign;, + BsLargei, + BeSizei; + B:PBRi; + BsROA; + B
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[# 2] 7|=8AE
[Table 2] Descriptive Statistics

Ha N Mean SD Med. Min. Max.
CoD 6,707 4.895 1.870 5 1 10
Gov 6,707 3.052 0.945 3 1 6
Cash 6,707 0.072 0.061 0.056 0.001 0.314
Beta 6,707 0.992 0.559 0.983 -1.704 3.967
Foreign 6,707 9.893 12.929 4571 0 89.733
Large 6,707 44273 16.573 44.970 0 93.390
Size 6,707 20.338 1.616 20.094 16.097 26.779
PBR 6,707 1262 1.242 0.860 0210 7.890
ROA 6,707 1.797 6.993 2.410 29.030 19.950
Leverage 6,707 140.343 159.577 95.910 7.980 1,051.260
Age 6,707 3.527 0.708 3.758 0.150 4.799
CR 6,707 1.804 1.897 1.327 0.050 38.792
HHI 6,707 0.520 0.500 1 0 1
[E 3]2 F8 B0 OO MAA=E LIEtD Ut Y0l 7[YX[HAE dat= 21X
H 81} |29t S(-)Q| A2IAE LIEtHL SHE+E 4HEH g2 {8, 72X, o
FFXEE, 7|8k, ST YE, FEHE2 S8 F2T ()2 AHUUAE Ol gHH
HEf, F7t=AtAH|E, 2|82 S8 F2IT Y+ HEHAE Lt 7|PAHZP 0t 24
H 89| A#A = FOISHA| UUCH ZEHSQ AZYEYTL EX{H 89| AUA T |OI6HK]
AUCE
LIS o2 7|YUX[Hi# X0t CHE HE0| HAE AEHEM g2 RH|8, HEL =XE2E, 7|
AE, SXUAFAES oot Y9 HEHAE EYoL FFXEE, FAHE, 7|¥HH,
ANEEHEE OB (-2 AEHAE EQLt IRt g, e A2dA = 72/t
X| QQUCt OfX|8to 2 CHEaMdE Doty 2AEEX|~VIFE ZQlst 2ot RE BTt 10
0|5t =X|& LEIY CHESMd9| 7tsd2 &2 A2Z LIERLCE

[Table 3] Correlation

TE @/ |G G O OO O a5 a | dy | a)
(1) CoD | 1.00

(2) Gov 'O;:f* 1.00

(3) Cash '0;3*2* Off* 1.00
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(4) Beta Off* Off* '0‘23* 1.00

(5) Foreign '0;3*7* Off* 0*13* 'Off* 1.00

Ot OO

(7) Size '0;:*0* Off* 'O;k(f* 03*7* Off* -0.01 | 1.00

(8) PBR Off* -0.00 0*13* -0.02% Off* '0;3*7* '0;2?* 1.00

ormon O OO RO

e |V e 4702008 O T

(11) Age | 0.02 '0:*0* 'Off* -0.01 'O;SZ* 'Off* '0;23* '0;:*3* '0;2:‘* <0.01 | 1.00

(12) CR 'Off* 0.01 Off* '0;:*2* 0‘*13* -0.01 '0:*5* -0.01 03*9* 'Oio* 0.02* | 1.00

(13) HHI | 0.02 'Oﬁf* 0‘23* 0.01 'O;J*O* Off* 'O;klf* Off* -0.00 'Oﬁf* 'Oﬁf* 0*1*1* 1.00

* p<0.10, ¥ p<0.05, *** p<0.01
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[(E 412 = MTEEE =ERME <2Y >0 Wt oFZMst Zao|tt 7| HX| 7=
et AR ¢o%8Y 2HATE % TEUM RASHA YH2l 42 UERRILL o=
7|GRIEE oot FRHIE Zhe| S¢)o At AIFSBYEI Fhel =EFMUE e
A Q0otH, AIZBYE7t =2 MY &3t 7[Y2 ATEYEEL R2 Yo ot 719 B
af 7 FXHIE StEtel HEE A TE AoZ MY = ALk F, 7Y

|FR[E 2= 70 2
K7t 7 Mol FrH|E s =it

EfLt= ZA0|Ct ekM 7Hd 2= MEE + AAUCE

[E 4] 7|GRIEIT=7 2A4H| &0 O|Xl= S AgE Y= =220t

[Table 4] Effects of Corporate Governance on Cost of Debt and Moderating Effects of Market Competition

u CoD
T ) @
Constant 9,0198*** 9.0231%%*
(11.01) (10.98)
. -0.0901#** L0.1273%%%
o (-4.79) (-4.96)
22.1208#* 2.1409%
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(-10.46) (-10.54)
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[Table 5] 2SLS Analysis
*Gov CoD
X
1)) (V)] (&)]
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