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Abstract 
This paper uses panel data of A-share listed companies in Shenzhen Stock Exchange from 
2012 to 2020 to empirically study the relationship between corporate information 
disclosure quality and debt financing cost. It is found that the quality of corporate 
information disclosure is negatively correlated with the cost of debt financing. After 
further grouping and regression of enterprises according to the level of sustainable 
development rate, it is found that compared with enterprises with high sustainable 
development rate, the negative correlation between the quality of information 
disclosure and the cost of debt of enterprises with low sustainable development rate is 
more significant. 
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1. Introduction 

At the end of 2019, many media websites reported that Huiyuan Juice, the former “King of Juice”, 
had a debt of tens of billions, becoming a problematic company with debts . And Huishan Dairy, 
once one of the largest private enterprises in Northeast China, misappropriated 3 billion yuan 
to invest in real estate due to overdue bonds by its major shareholders, which resulted in the 
failure to recover funds within a short period of time, resulting in a temporary increase in the 
non-performing loan ratio of more than 20 banks. It can be seen that when enterprises sound 
the debt alarm, in addition to the risk of operation problems or delisting, the rights and interests 
of most investors in enterprises will be damaged. In particular, the current financial market 
environment, due to the unlimited expansion of global debt, interest rates have been falling 
again and again, and even a considerable number of sovereign countries have entered the era 
of negative interest rates, the risk of the bond market has become greater. So what should 
investors do to prevent and avoid debt alerts? 
In recent years, China has paid much attention to information disclosure in the capital market. 
Especially, the implementation of science and technology innovation board and registration 
system has provided us with practical experience of comprehensive supervision system 
centered on information disclosure, which has promoted the construction process of high 
information disclosure quality system in China's capital market. The information disclosure 
system has become an important part of the deepening reform of the capital market, because 
the information disclosure system is not only the basis for the capital market to carry out 
effective transaction pricing and promote the rational allocation of resources, but also the 
channel for the creditors (or external investors) to understand the enterprise information. 
Therefore, high-quality information disclosure will increase creditors' awareness of the 
sustainable development of the enterprise, reduce creditors' investment risks, and meanwhile, 
the enterprise can obtain capital flow and maintain the sustainable development of the 
enterprise (Zhao Huiqing and Chen Xinguo, 2015[1]; Yu Fusheng and Zhang Min, 2007[2]). 
Therefore, from the perspective of enterprises' sustainable development ability and investors' 
risk aversion to the debt market, this paper studies the impact of enterprises' information 
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disclosure quality on the cost of debt, and tries to find the relationship between enterprises' 
sustainable development ability and the quality of information disclosure and the cost of debt. 
The contribution of this paper mainly includes the following two aspects: First, this paper 
analyzes the relationship between the quality of information disclosure and the cost of debt 
financing from the perspective of enterprise life cycle, and expands the research in related fields 
of enterprise information disclosure. Secondly, this paper brings sustainable development into 
the research framework of information disclosure quality and debt financing cost. Empirical 
analysis shows that the quality of corporate information disclosure is negatively correlated 
with debt financing cost. After further grouping and regression of enterprises according to the 
level of sustainable development rate, it is found that compared with enterprises with a high 
sustainable development rate, enterprises with a low sustainable development rate have higher 
information disclosure quality and lower debt costs. This has enriched the research on the 
relationship between the quality of information disclosure, sustainable development and debt 
costs. 

2. Literature Review 

The current research on the quality of information disclosure and the cost of debt can be 
roughly divided into the following three parts: 

2.1. From the Internal Perspective of Corporate Governance, the Article 
Studies the Relationship between Internal Information Disclosure and the 
Cost of Debt 

Wang Hongjing (2016) [3] refined the research on the economic consequences of internal 
control defect disclosure from the aspects of different types of internal control defects and 
whether the internal control defects are disclosed for the first time. The research found that the 
impact of the company's internal control defect disclosure on the debt cost has a "first 
disclosure" effect, which shows that the debt capital cost of the company that disclosed the 
internal control defects for the first time is significantly higher than that of the non first 
disclosure company. Lin Zhonggao (2017) [4] jointly investigated the impact of internal control 
defects and repair on debt financing costs and the regulatory role of internal control regulatory 
system change from the two dynamic perspectives of defect repair and internal control 
regulatory system change. It is found that internal control defects improve the risk uncertainty 
of enterprises and increase the debt financing cost, while the repair of internal control defects 
reduces the debt financing cost. Ghouma et al. (2018)[5] took Canadian listed companies as a 
sample and found that the holders of creditor's rights not only pay attention to the board 
structure of the company, but also pay attention to the quality of the company's disclosure 
policy. 

2.2. Starting from the Institutional Background of "Green Environmental 
Protection" of the External Environment of Enterprises, this Paper Studies 
the Relationship between Environmental Information Disclosure or 
Corporate Social Responsibility Information Disclosure and Debt Cost. 

Yao Lei and Wang Yanyan (2016)[6], starting from the special institutional background in China, 
took the heavy pollution industry, empirically studied the relationship between green credit 
policy, environmental information disclosure and debt cost, and found that the improvement 
of the level of enterprise environmental information disclosure has improved the transparency 
of enterprises and reduced the debt cost of enterprises. Longfeng Yi (2018)[7] took "green 
credit" as the research background, and found that the corporate debt cost is positively related 
to the green credit policy, and is negatively related to the level of corporate social responsibility 
information disclosure. Yao Sheng and Pan Xinyuan (2018) Starting from the research 
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background after the promulgation and implementation of the Measures for Environmental 
Information Disclosure (Trial), with the A-share listed companies in China's manufacturing 
industry as the research object, the study found that the level of environmental information 
disclosure has a significant positive role in regulating debt financing costs. 

2.3. This Paper Studies the Impact of Accounting Information Disclosure on the 
Cost of Corporate Debt from the Perspective of Corporate Financial 
Reporting 

Diyanty et al. (2019) [9] used 106 non-financial companies listed on the Indonesian stock 
exchange as a sample and found that the non-accounting information factors in the board of 
directors report and the accounting information factors in the financial report are important 
reference information for investors to evaluate company risks and investment decisions. 
Therefore, the quality of accounting information as a good signal of company profitability has a 
significant negative impact on the company’s cost of debt; Fathi Jouini (2018)[10] used 128 
French companies listed in SBF250 as a sample from 2007 to 2011 and found that voluntary 
disclosures Financial reporting has a negative impact on the cost of debt that is independent of 
the delayed audit report. 

2.4. Summary of Literature Review 
It can be seen from the above literature that the relationship between the quality of information 
disclosure and the cost of debt financing is rarely studied from the perspective of enterprise 
sustainable development, no matter from the changes of enterprise internal governance or 
external environmental policies. Especially with the development of digital science and 
technology and interconnection of Internet of Things, some enterprises begin to increase 
corporate financing through corporate financialization. Enterprise a deviation of behavior, will 
bring unpredictable losses. Therefore, we need to face the debt information of enterprises more 
carefully from the perspective of sustainable development of enterprises. 

3. Theoretical Analysis and Research Hypothesis 

3.1. Theoretical Basis 
3.1.1. Information Asymmetry Theory 
Information asymmetry theory means that in capital market transactions, there is a difference 
in the understanding of relevant information between the parties to the transaction; those who 
have more information are often in an advantageous position, while those who have less 
information are in a disadvantageous position. Therefore, people who have more information 
may use their information advantages to obtain higher profits, while those who have less 
information are more inclined to obtain more information to reduce their own losses. In the 
market for corporate debt financing, most of the creditors are outsiders of the company. 
Compared with the company, the creditors have a lower level of understanding of the corporate 
internal governance and other information, that is, the creditors are at an information 
disadvantage. 
3.1.2. Sustainable Development Theory 
The concept of sustainable development initially refers to the economic development model 
proposed by the World Commission on environment and development in 1987 to coordinate 
the contradiction between economic development and environmental protection. However, 
with the continuous development of the times, the application scope of the concept of 
sustainable development has been extended to the production and operation field of 
enterprises and derived new meanings. For example, some scholars believe that the 
connotation of sustainable development of enterprises is not only to ensure the realization of 
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current business objectives and net profits, but also to occupy more market share, It also 
includes consolidating the market dominant position and the sustainable growth of net profit 
from the perspective of future development (Zhong Luwen, 2003)[11]; In short, it emphasizes 
the sustainability and dynamics of enterprise development (Liu Xiaoyu et al., 2013)[12] or is 
reflected in enterprise human resource strategy, R & D investment, scale growth, etc. (yuan 
Zeming et al., 2015)[13]. 

3.2. Quality of Information Disclosure and Debt Financing Cost 
Firstly, information asymmetry and agency problems exist between enterprises and their 
creditors in the debt financing market. In order to avoid debt risks, corporate creditors tend to 
stipulate debt contracts with high financing costs and add some stringent performance 
conditions. For example, the time of each interest payment, the minimum amount of repayment 
each year, and additional interest if the interest is not paid on time, etc. However, as an 
important part of corporate governance mechanism, information disclosure mechanism can 
ease the tension between enterprises and their creditors. High-quality information disclosure 
can transmit excellent internal governance structure and good accounting information quality, 
weaken the perception of debt risk of corporate creditors, and thus reduce the debt financing 
cost of enterprises (Pan Ailing et al., 2019[14]; Sengupta, 1998[15]). 
Secondly, in order to obtain financing, enterprises may show their excellent form of sustainable 
development to external investors, and they are more inclined to disclose higher-quality 
information to the outside world to increase their transparency. The higher the corporate 
transparency is, the less likely the enterprise is to hide adverse information, the lower the 
degree of information asymmetry between the enterprise and its creditors, and the fewer 
agency problems, the debt risk that creditors may face becomes smaller, thus reducing the debt 
financing cost of the enterprise (Yu Fusheng and Zhang Min, 2007[2]). 
Based on the above theoretical analysis, hypothesis H1 is proposed: 
H1: The higher the quality of enterprise information disclosure, the lower its debt cost. 

3.3. Quality of Information Disclosure, Sustainable Development and Debt 
Financing Cost 

First of all, from the enterprise sustainable development theory in the concept of inclusive 
development perspective study the pattern of economic development of the enterprise, can be 
the size of the enterprise sustainable development rate can be used as the embodiment of the 
enterprise future operation ability, can also be used as a enterprise, the quality of information 
disclosure a kind of added to outside investors to transfer their future development trend of 
good, It not only strengthens creditors' confidence in the development of enterprises, but also 
weakens the degree of information asymmetry between creditors and is more favorable to 
obtain low-cost financing. 
Secondly, from the perspective of reputation effect, enterprises with a low sustainable 
development rate pay more attention to their social reputation. This is because when there is a 
large amount of negative information circulation in an enterprise, the development situation of 
the enterprise will be questioned by the public, which is not conducive to the operation and 
financing activities of the enterprise. At the same time, the debt default risk assessed by 
creditors becomes higher, and creditors may make more stringent debt contract conditions or 
cancel loan activities with enterprises due to occasional negative news. Therefore, for business 
development and financing, enterprises pay more attention to their reputation in society and 
urge companies to disclose high-quality information, thus reducing the debt financing cost of 
enterprises. 
Based on the above theoretical analysis, hypothesis H2 is proposed: 
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H2: Compared with enterprises with high sustainable development rate, enterprises with low 
sustainable development rate have higher information disclosure quality and lower debt cost. 

4. Research Design 

4.1. Samples and Data Sources 
In this paper, a-share listed companies of Shenzhen Stock Exchange from 2012 to 2020 are 
selected as the research object. The score data of information disclosure evaluation comes from 
the Information supervision column of Shenzhen Stock Exchange, and the data of corporate 
financial indicators come from the Database of CSMAR. The above data are processed as follows: 
excluding the financial industry and companies processed by ST; Delete companies whose data 
values are missing; To avoid abnormal influence of extreme values in the data on regression 
results, Winsorize the upper and lower 1% of the main continuous variables in the model. 

4.2. Variable Design 
4.2.1. Model Design 
Based on the above theoretical assumptions, the following model is designed: 
 

Costi,t=β0+β1RANKi,t-1+Controlsi,t+Year+ε                                         (1) 
 
Among them, i and t refer to the company and year respectively, the explanatory variable is the 
company's debt financing cost, the explanatory variable is the company's information 
disclosure quality, Controls is the control variable, and the annual fixed effect is controlled at 
the same time, and ε  is the error term. 
4.2.2. The Explained Variable 
The measurement of the debt financing cost of the article refers to the practices of Huang Yujian 
et al. (2019) [16], Lin Zhonggao et al. (2017)[4], and Wei Zhihua et al.(2012)[17]. In order to 
better examine the impact of the quality of a company's information disclosure on its debt 
financing costs, we adopt a lagging approach to the quality of information disclosure. 
4.2.3. Explaining Variables 
The information disclosure quality (RANK) in the article uses the Shenzhen Stock Exchange 
Information Disclosure Evaluation Score (Zeng Ying et al., 2006[18]; Yi Zhihong et al., 2010[19]; 
Ren Hongda et al., 2019[20]). The Shenzhen Stock Exchange comprehensively considers the 
timeliness, accuracy, completeness and legality of the information disclosure of listed 
companies in Shenzhen, and gives four grades of assessment: A, B, C, and D. Among them, 
evaluation A represents the highest quality of information disclosure, and evaluation D 
represents the lowest quality of information disclosure. This article will evaluate A, B, C, and D 
respectively corresponding to 4, 3, 2, and 1. It can be seen that the higher the evaluation value 
RANK of Shenzhen Stock Exchange, the higher the quality of the company's information 
disclosure. 
4.2.4. Control Variables 
Control the company level, growth ability, and liquidity ability. The company level uses industry 
classification, property rights, largest shareholder, and company size to reflect the basic 
attributes of the company, and adopts sustainable development and operating income growth 
rate to reflect the company's growth Ability, using asset-liability ratio, net asset interest rate, 
mortgage capacity, total asset turnover rate, and cash flow to reflect the company’s liquidity. 
For detailed variable definition, see Table 1 Main Variable Definition Table. 
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Table 1. Main Variable Definition Table 
Variable 

name 
Variable 
symbol 

Variable definitions 

Debt 
financing 

cost 
COST Financial expenses/Total liabilities at the end of the period 

Information 
disclosure 

quality 
RANK 

The information disclosure evaluation indicators of listed companies 
announced by the Shenzhen Stock Exchange. The Shenzhen Stock 

Exchange conducts information disclosure evaluations on the listed 
companies of the exchange every year. The evaluation indicators 

comprehensively reflect the information disclosure quality of listed 
companies. The specific evaluation results are classified as A (excellent), B 

(good), C (pass), D (unqualified). This article will evaluate A, B, C, and D 
respectively corresponding to 4, 3, 2, and 1. It can be seen that the higher 

the evaluation value RANK of Shenzhen Stock Exchange, the higher the 
quality of the company's information disclosure. 

Category IND Manufacturing is 1, others are 0 
Nature of 
property 

rights 
SOE State is 1, otherwise 0 

the first 
majority 

shareholder 
TOP1 The shareholding ratio of the largest shareholder 

The 
company 

size 
Size The logarithm of the company's total assets 

Sustainable 
development 

rate 
SUS (Return on Equity * Retention of earnings)/(1- Return on Equity * 

Retention of earnings) 

Growth rate 
of operating 

income 
Growth 

(Current period operating income - previous period operating 
income)/previous period operating income 

Return on 
equity 

ROE Average balance of net profit/Stockholders' equity 

Mortgage 
ability 

Tang Net fixed assets/Total assets at the end 

Total assets 
turnover 

Turnover Operating income/Total average assets 

cash flow CF Net cash flow from operating activities divided by total assets 

5. Analysis of Empirical Results 

5.1. Descriptive Statistical Analysis 
As can be seen from Table 2, the maximum value and minimum value of the dependent variable 
debt financing cost (COST) are 0.066 and -0.223 respectively, and the standard deviation is 
greater than the mean value, indicating that the debt financing COST among enterprises in the 
selected samples is not very large. The mean value of explanatory variable information 
disclosure quality (RANK) was 3.065 and the standard error was 0.586, indicating that most 
enterprises in the selected samples were between excellent and good. The maximum and 
minimum values of the grouped variable sustainable development rate (SUS) are 0.323 and -
0.451, and the mean value is 0.042, indicating that most enterprises in the selected samples 
have low development ability. 
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Table2.Descriptive Statistics 

Variable Obs Mean Std. Dev. Min Max 
COST 14101 .004 .042 -.223 .066 
RANK 14101 3.065 .586 1 4 

SUS 14101 .042 .103 -.451 .323 
Size 14101 21.991 1.118 19.987 25.459 
Lev 14101 .395 .198 .056 .85 
ROE 14101 .06 .12 -.541 .323 

Growth 14101 .168 .372 -.536 2.011 
Turnover 14101 .617 .398 .087 2.344 

CF 14101 .047 .066 -.146 .227 
Top1 14101 .323 .139 .084 .758 
SOE 14101 .235 .424 0 1 
IND 14101 .084 .278 0 1 

Tang 14101 .201 .147 .002 .665 

5.2. Correlation Analysis  
In the correlation analysis table 3, the absolute value of the correlation coefficient of all 
variables is less than 0.6, indicating that there is no problem of multiple between the variables. 
At the same time, there is an obvious negative correlation between the quality of information 
disclosure and the cost of debt, which initially verifies Hypothesis 1 from the side. 
 

Table 3 Correlation analysis table 

COST RANK SUS Size Lev ROE Growth Turnover CF Top1 SOE IND Tang
COST 1
RANK -0.108*** 1
SUS -0.093*** 0.220*** 1
Size 0.252*** 0.166*** 0.112*** 1
Lev 0.505*** -0.096*** -0.118*** 0.521*** 1
ROE -0.133*** 0.262*** 0.961*** 0.109*** -0.170*** 1
Growth 0.016* 0.045*** 0.293*** 0.058*** 0.027*** 0.290*** 1
Turnover 0.131*** 0.073*** 0.196*** 0.072*** 0.172*** 0.208*** 0.134*** 1
CF -0.064*** 0.136*** 0.257*** 0.039*** -0.167*** 0.310*** 0.011 0.156*** 1
Top1 -0.063*** 0.113*** 0.115*** 0.095*** 0.032*** 0.142*** 0.01 0.079*** 0.081*** 1
SOE 0.096*** 0.068*** 0.012 0.310*** 0.243*** -0.01 -0.076*** 0.062*** 0 0.159*** 1
IND -0.139*** -0.006 -0.01 -0.108*** -0.133*** -0.020** 0.036*** -0.076*** -0.028*** -0.132*** -0.092*** 1
Tang 0.233*** -0.008 -0.081*** 0.049*** 0.065*** -0.076*** -0.090*** 0.051*** 0.207*** 0.097*** 0.190*** -0.257*** 1  

5.3. Regression Analysis  
5.3.1. Regression Analysis of the Entire Sample  
It can be seen from the regression analysis table in Table 4 that after controlling for other 
variables, the information disclosure quality of the lagging period and the company's debt cost 
are significant at the level of 0.01, and the coefficient is negative. The results are consistent with 
Table 3. , Confirms the article's hypothesis 1, that is, the higher the quality of a company's 
information disclosure, the lower its debt cost. 
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Table4.Regression results 
COST Coef. St.Err. t-value p-value [95% Conf Interval] Sig 
RANK -.002 .001 -4.66 0 -.003 -.001 *** 

SUS .042 .01 4.04 0 .021 .062 *** 
Size .004 0 9.30 0 .003 .005 *** 
Lev .094 .002 40.39 0 .09 .099 *** 
ROE -.043 .009 -4.63 0 -.061 -.025 *** 

Growth .002 .001 2.41 .016 0 .003 ** 
Turnover .008 .001 7.21 0 .006 .01 *** 

CF .001 .005 0.19 .849 -.008 .01  
Top1 -.043 .003 -14.42 0 -.049 -.037 *** 
SOE -.006 .001 -5.74 0 -.009 -.004 *** 
IND -.003 .002 -1.80 .071 -.006 0 * 

Tang .062 .003 21.97 0 .056 .067 *** 
Constant -.111 .009 -12.56 0 -.128 -.093 *** 

 
Mean dependent var 0.004 SD dependent var 0.042 

Overall r-squared 0.310 Number of obs 14101.000 
Chi-square 4134.717 Prob > chi2 0.000 

R-squared within 0.183 R-squared between 0.398 
*** p<.01, ** p<.05, * p<.1 

5.3.2. Regression Analysis Grouped by the Sustainable Development Rate 
Table 5. Analysis of group regression results 

SUS below average SUS  above average
 COST  Coef.  Sig  COST  Coef.  Sig
RANK -0.003 *** RANK -0.001 **
SUS 0.06 *** SUS 0.057 ***
Size 0.002 *** Size 0.004 ***
Lev 0.102 *** Lev 0.088 ***
ROE -0.051 *** ROE -0.067 ***
Growth 0.003 ** Growth 0.002 *
Turnover 0.008 *** Turnover 0.006 ***
CF 0.006 CF 0
Top1 -0.041 *** Top1 -0.034 ***
SOE -0.007 *** SOE -0.006 ***
IND -0.006 ** IND -0.002
Tang 0.06 *** Tang 0.054 ***
Constant -0.077 *** Constant -0.123 ***
N 6631 N 7470
Mean dependent var 0.006 Mean dependent var 0.002
Overall r-squared 0.329 Overall r-squared 0.295
Chi-square  2234.289 Chi-square  2167.836
R-squared within 0.183 R-squared within 0.174
SD dependent var 0.046 SD dependent var 0.038
Number of obs  6631 Number of obs  7470
R-squared between 0.379 R-squared between 0.339
*** p<.01, ** p<.05, * p<.1

 

 

Table 5 is based on the average of the sustainable development rate as a grouping basis, divided 
into 6631 low sustainable development rate groups and 7,470 high sustainable development 
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rate groups. Regression analysis is performed to compare the information, whether it is the 
high group or the low group. The regression coefficients of disclosure quality are all negative 
numbers and are significantly correlated at the 0.05 level. The hypothesis 1 inference has been 
confirmed. Second, the absolute value of the regression coefficient of the low sustainable 
development group is greater than that of the high sustainable development group, indicating 
that the negative correlation between the quality of information disclosure and the cost of 
corporate debt in the low sustainable development group is more negative than that of the high 
sustainable development group. Obviously, the inference of Hypothesis 2 has also been 
confirmed. 

6. Research Conclusions 

The research results show that the improvement of information disclosure level can improve 
the transparency of enterprises, and can reduce the level of information asymmetry between 
creditors and enterprises to a certain extent, so as to reduce the cost of debt financing, that is, 
the quality of information disclosure is negatively correlated with the cost of debt. In addition, 
compared with companies with high sustainability rates, companies with low sustainability 
rates tend to disclose high-quality information to reduce their debt costs. 
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