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Employee Stock Ownership Plans and Bond Credit Spreads
SUN Xiaoyan' LIN Wanfa®

(1.School of Accounting & Innovation ,Entrepreneurship Experimental Teaching Center , Dongbei University of
Finance and EconomicssDalian 116025 ,China ;2.School o f Economics and
Management s Wuhan University s Wuhan 430072, China)

Abstract: Using the bond issuance data of Chinese listed companies from 2009 to 2019, this paper
empirically tests the impact of ESOP on bond credit spread and discusses the impact mechanism.It
is found that ESOP can significantly reduce the bond credit spread. After a series of robustness
tests,the above conclusion is still valid. The mechanism test finds: on the one hand,the implementa-
tion of ESOP can attract excellent employees and improve the technical efficiency of enterprises;on
the other hand,the implementation of ESOP can improve the level of corporate governance,and then
reduce the level of enterprise earnings management,the future default and the operation risk.It is al-
so found that the longer the duration,the stocks which comes from repurchasing and the non-lever-
aged ESOP have the greater positive effect on reducing credit spread; meanwhile, we find that the
implementation of ESOP can improve the credit rating of bonds.

Key words: Employee Stock Ownership Plan; Bond Credit Spread; Information Asymmetry;
Credit Risk
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