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ABSTRACT KEYWORDS
This study examines the effect of credit information sharing on debt Debt financing structure;
financing structure of listed firm on the Ghana Stock Exchange capital structure; information
market between 2003 and 2013. Employing a panel data of 20 Sharing; Ghana
listed non-financial firms in Ghana in robust ordinary least squares,

random effect and fixed effect models, findings are presented on

how information sharing affect debt financing structure. Findings

show that information sharing, coverage quality and the presence

predominantly promote short-term debt financing options while

these at the same time detract long-term debt financing options.

While the positive nexus between credit information sharing and

short-term debt financing confirms the information asymmetry and

information sharing theories, We attribute the negative nexus

between credit information sharing and long-term debt financing

options to the shallow and weak nature of credit information shar-

ing activities and institutions; hence making it difficult to permeate

risks and uncertainties surrounding long-term financing options.

This is an indication that credit information can increase access to

debt financing for firms. These findings imply that policymakers

must enact policies and laws that deepen, expand and enhance the

coverage and quality of credit information in order for the full

potency of information sharing can be realized on the debt finan-

cing structure of firms.

Introduction

From a corporate finance perspective, the core objective of corporate entities is to
maximize the shareholders’ or the firm’s value. To maximize shareholder or firm value,
managements and corporate managers have to: identify and select projects with positive
net present values (investment decisions), select funding options that come with the least
funding cost (Capital Structure decisions) and strike the right amount of balance on cash
in order to reduce cost of holding cash or not having cash (networking capital decisions)
(Brealey & Myers, 2003; Ross, Westerfield, & Jordan, 2008). Although these options for
improving value of firms have gained much attention and have been well-researched,
there are still gaps, especially on capital structure decisions in emerging markets, which
needs the attention of researchers and policymakers.
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Capital structure matters for all kinds of firms, including financial and non-financial,
listed and unlisted, local and foreign as well as for state and privately owned firms. The
purpose for which these firms need to take capital structure decisions varies from firm to
firm. For instance, Amidu (2007) advanced that while nonfinancial firms’ take on capital
structure decisions is primarily to support the funding of machinery, plants and equip-
ment to facilitate the pursue of new and already existing businesses, financial firms also
require capital structure decisions mainly to provide liquidity support to bank clients
through loans and advances. However, corporate finance literature suggests that the core
objective of capital structure decisions which entails debt and equity capital financing
decision is to optimally combine debt and equity financing such that the cost of financing
is reduced to the barest minimum (see Brealey & Myers, 2003; Ross et al., 2008). In
a similar fashion, Myers (1984) and Myers and Majluf (1984) advance that the concept of
optimal capital structure is impeded by asymmetric information. Thus, the existence of
information asymmetry between firms and lenders or finance providers causes the
relative cost of funds to vary between the different sources of finance, which include
debt and equity financing which in turn makes up the capital structure decision. The
conclusion drawn from this is that information asymmetry increases the uncertainty
surrounding financing options (debt and equity), making the cost of these financing
options more expensive. Similar, the pecking order theory posits that firms will initially
rely on internally generated funds (in the form of undistributed earnings), where there
exists no information asymmetry, then turn to debt and equity financing where there
exists information asymmetry to obtain additional funds or capital requirements. These
show that the preference or usage of financing options largely depends on the cost of that
financing option which in turn is influenced by the level of information asymmetry in the
credit market. This implies that reducing information asymmetry will increase the usage
and employment of debt capital financing or structure.

From the above, the study contends that credit information sharing which is a strategy
to reduce information asymmetry (see Freimer & Gordon, 1965; Freixas & Rochet, 1997;
Greenwald, Stiglitz, & Weiss, 1984; Stiglitz & Weiss, 1981) affect the financing decisions,
especially debt capital financing decisions although not empirically examined at the
nonfinancial firms’ level, to the best of my research abilities. Thus, several studies
investigate how credit information sharing affect the operations of suppliers of finance
(banking and financial systems) (Boateng, Asongu, Akamavi, & Tchamyou, 2018;
Tchamyou & Asongu, 2017; Kusi & Opoku-Mensah, 2018; Kusi, Agbloyor, Ansah-
Adu, & Gyeke-Dako, 2017; Kusi, Agbloyor, Fiador & Osei, 2015, 2016a) while ignoring
how credit information sharing can affect the use of debt capital financing by users or
demanders of debt capital financing. Hence, the study attempts to empirically show that
credit information sharing impacts the use of debt financing of listed firms on Ghana
Stock Exchange (GSE) between 2003 and 2013. Furthermore, though the literature (both
theoretical and empirical) is silent on how information sharing should affect short, long
and total debt capital financing structure or options for users of debt finance, the study
contributes to literature by providing such evidence for the first time, arguing that the
effect of information sharing may vary across the different structures of debt capital
financing (short-term debt financing, long-term debt financing and total debt financing).
The argument is based on the term structure of interest rate (cost of debt) which states
that financing provided for longer periods attracts higher interest rate (cost of debts);
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hence the effect of reduced information asymmetry through information sharing may
impact the debt financing options differently. Listed firms in Ghana are used for
a number of reasons. First, very few studies (Abor, 2005; Amidu, 2007; Kyereboah-
Coleman, 2007a) empirically dominate the capital structure literature in Ghana. Even of
the very few that investigate capital structure in listed firms (see Abor, 2005), none focus
on investigating debt capital financing structure and credit information sharing although
there are some theoretical evidence to suggest a nexus between the two. Hence, this study
contributes to the Ghanaian capital structure debate by, for the first time, providing
evidence on how information sharing affect the debt financing options of listed firms.
Second, Ghana commenced the sharing of credit information in 2010 (Kusi et al., 2015,
20164, 2016b) and since then no study, to the best of our knowledge, examine how credit
information sharing affect the use of debt capital financing structure in Ghana. Hence,
the study takes advantage of the lack of empirical studies on the nexus between credit
information sharing and use of debt capital financing options by demanders of debt
finance and the introduction of credit information sharing in Ghana to provide insights
into how the credit information sharing, which is an information sharing strategy, affects
debt capital financing or structure, using 20 listed firms in Ghana. The rest of the paper is
organized into literature review, methodology, empirical findings and discussions,
robustness checks and diagnostics and conclusions and policy recommendations.

Literature review and hypothesis development

The information asymmetry theory posits that due to the lack of complete, accurate and
reliable information (Freixas & Rochet, 1997; Greenwald et al., 1984), lenders will either
over- or under- price the cost of finance advanced to firms or borrowers of which the
former would normally and mostly occur. Thus, due to lack of transparency and the
opaque nature of the credit market, the cost of debt financing is increased, which in turn
reduces the use of debt financing options given the high cost of debt finance. Also, one key
theory that attempts to explain capital structure and its related costs is the pecking order
theory. The theory advances that firms prefer internally generated funds to debt and equity
financing respectively (due to the fact that) because information asymmetry tends to
increase the cost of debt and equity financing, hence leading to reduced use of these
financing options (debt and equity) other than internally generated funds. This is an
indication that information asymmetry affects the use of debt financing option. Similarly,
Myers (1984) and Myers and Majluf (1984) state that the concept of optimal capital
structure for which debt capital structure or financing is inclusive and affected by informa-
tion asymmetry. They argue that information asymmetry reduces the ease of prediction
and projections, hence increasing the uncertainty and riskiness of debt capital financing
which then reduces the use of debt financing options. However, the credit information
sharing theory (see Gehrig & Stenbacka, 2007; Kallberg & Udell, 2003; Pagano & Jappelli,
1993) which is a strategy for reducing asymmetric information may translate into improv-
ing the use of debt capital financing by users of debt financing, but this assertion is not
empirically tested especially not in Africa and in Ghana, to be specific.

In terms of empirical studies, however, it is important to acknowledge earlier studies
(as indicated in the introductory section) that have investigated how credit information
sharing affects the operations and functioning of providers or suppliers of finance,
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although limited studies exist on how credit information sharing affects the usage of debt
capital financing by users of finance. Following the strand of empirical literature that
show how credit information sharing affect the firm level of debt financing, Zhang (2011)
employed data on publicly listed firm in Thailand between 1994 and 2005 to investigate
the role of information sharing in trade credit allocation. The findings show that in the
presence of credit information sharing, firms use less of trade credit and use more of bank
credit, hence providing evidence that information sharing improves credit allocation and
debt usage in the form of bank credit. This finding supports the view that credit
information sharing improves debt usage through the reduction of cost of capital.
Hence, the empirical literature review focuses on studies that investigate debt financing
and information sharing.

Similarly, Doblas-Madrid and Minetti (2013) also demonstrate how sharing informa-
tion in the credit market affects firm level contracts, using data on 3815 US borrowing
firms. They show that information sharing reduces contractual delinquencies and
defaults, especially in informationally opaque firms. This finding suggests that credit
information sharing sanitizes the credit market which is a debt market and facilitates and
hastens the debt financing activities. Likewise, Dierkes, Erner, Langer, and Norden (2013)
investigated whether and how business credit information sharing helps to better assess
the default risk of private firms in Germany using data from 2002 to 2005. Employing
a probit model of 25,344 private firms, the results show that information sharing
improves the quality of default prediction, especially for limited liability firms. This
finding implies that debt finance users tend to use debt financing options well in the
presence of information sharing and thereby improving the use of debt financing.
Furthermore, Brown, Jappelli, and Pagano (2009) investigate whether information shar-
ing among banks have affected the credit availability in transition in European countries
between 2002 and 2005. Using 5717 firms from 24 transition countries in Europe, the
findings show that information sharing improves availability and lower cost of credit to
firms especially in opaque firms. This finding suggests that information sharing promotes
the use of bank credit risk is a debt financing option. More so, Sutherland (2018)
examined how credit reporting affects firm access to credit and how lenders contract
with firms. Employing within firm-time and lender-time tests, the study finds that
information sharing encourages lending by reducing relationship-switching costs parti-
cularly for young, small and non-default firms. Similarly, after sharing credit information
lenders transition from relationship contract lending into contract maturities in new
relationships which are shorter and lending to non-delinquent borrowers. These findings
provide evidence that transparency in the credit market improves credit availability.

In the African context, Triki and Gajigo (2012) investigated the effect of information
sharing on access to finance in 17,240 firms in 42 African countries between 2006 and
2009. Their findings show that firms in credit information sharing countries are asso-
ciated with lower constraint to finance. Also, they report that credit information sharing
improves the use of bank credit which feeds into the notion that bank credit which is
a kind of debt financing option is improved through credit information sharing.
Similarly, Tchamyou and Asongu (2017) show how information sharing impacts finan-
cial sector development in 53 African countries in the period 2004 to 2011. Employing
OLS and GMM estimation models, Asongu (2017) shows that information sharing
increases formal financial sector development, implying that information sharing
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promotes the use of debt financing in the form of formal bank credits and loans. Besides,
Asongu and Nwachukwu (2018) investigated how information sharing on financial
access in 162 banks across 39 African economies between 2001 and 2011. Using instru-
mental variable fixed effect models with overlapping and non-overlapping bank size
thresholds to control for the quiet life hypothesis and measuring financial assess as loan
price and loan quantity, the results show that information sharing through private credit
bureau and public credit registries have decreasing effect on loan price and increasing
effect on quantity of loans granted. However, information sharing through private
bureau is more effective in reducing loan prices and loan quantity. Moreover, Asongu
(2017) explored the interactions between information sharing offices, the coexistence of
financial sub-systems and financial access in 53 African economies between 2004 and
2011. Employing quantile regression models, the study revealed a positive association
between information sharing offices and formal financial sector development at increas-
ing levels of credit access. However, a negative linkage is reported between information
sharing offices and informal financial sector development at decreasing levels of credit
access. This is an indication that information sharing improves access to credit.

Following the theories and empirics discussed, it is intuitive to hypothesize that credit
information sharing which is a strategy to reduce asymmetric information and search
and switching cost of lenders can improve the use of debt capital financing structure.
Although, literature suggests a nexus between credit information sharing and debt
financing, empirical studies on the two are limited in terms of how information sharing
should affect the use of debt financing by users of finance especially in Africa and in
Ghana, to be precise. Following the discussions which seems to suggest a relationship
between information sharing and debt capital financing, this study hypothesizes that
information sharing impacts debt capital financing or structure. However, given that debt
financing may take the form of short, long and total debt financing, it is not clear and less
researched how information sharing may influence these kinds of debt financing options
or structures. Hence, this study takes advantage of this gap and present for the first time
how information sharing impacts short-term, long-term and total debt financing options
using a dataset of listed firms in Ghana where information sharing has been introduced
but no study to the best of our research abilities attempts to provide evidence on the link
between information sharing and debt financing structures or options.

Methodology

This study employs the panel data technique to shed insights on the effect of credit
information sharing on debt capital structure of listed firms in Ghana. Baltagi, Song, and
Koh (2003) posits that the panel data technique presents more convincing and conclusive
results than the traditional cross-sectional and time series techniques, as the panel takes
advantage of the strengths and corrects for the weaknesses of both time series and cross-
sectional technique. Similarly, the panel data present the ability to control for omitted
variables and allow for both a long and short-run effect which controls for the weakness
of cross-sectional and time series techniques (Wooldridge, 2009). Data were obtained
from audited annual financial statements of 20 listed firms between 2003 and 2013. The
panel data technique framework is expressed as
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Yie = a; +y, + BXi + €ir (1)

Where: Subscript i denotes the cross sectional dimension (firm)i=1... N and t denotes
the time series dimension (time), t = 1 ... T; Yit is the dependent variable; a; is scalar and
constant term for all periods (t) and specific to a firm fixed effect (i); y, is the time fixed
effect t; B is a k x 1 vector of parameters to be estimated on the independent variables for
the explanatory variables; Xit is a I x k vector of observations on the independent
variables comprising independent variables in the model which includes controlled
variables and Eit which is iid is the error term.

The study employs a number of estimation strategies, including the pooled ordinary
least squares (Pooled-OLS), random effects (RE) and the robust fixed effect (FE) models.
In modeling debt capital financing structure, we follow the model of Amidu (2007) who
studied determinants of capital structure in Ghana and modified these to suit debt capital
financing which is one of the options under capital structure. Amidu’s (2007) models
capital structure as:

LEV,, = B,PROF; + B,GRWOTH;, + B, TANG;; -+ B, TAX;; + BRISK; + BSIZE;
+ &t

(2)

where LEV the dependent variable represents ratio of total, short-term and long-term
leverage to capital; PROFI represents profitability; GROWTH represents sale growth;
TANG represents fixed assets; Tax represents taxation; RISK represents earnings varia-
bility; SIZE represents size of firm.

We modified Amidu’s (2007) model by including credit information and change the
measure of dependent variable (total, long-term and short-term debts to assets ratios) to
reflect this study. Hence, this study adopts the debt capital structure model expressed in
Equations (3-5) as:

TLEV; = B, + B, PROF; + B,GRWOTH,; + B, TANG; + B, TAX;, + B-RISKy,

3)
+ ﬂ6SIZEit + /37CIS,'t + &t
LLEV; = f, + p,PROF; + B,GRWOTH;, + B, TANG; + B, TAX; + BRISK;,
+ B¢SIZE; + B,CIS;: + €3t (4)
SLEV;, = 3, + p,PROF; + B,GRWOTH,, + B, TANG;, + P, TAX; + PRISK;,
+ BSIZE; + B, CIS; + &3 (5)

Debt capital structure (TLEV, LLEV, SLEV)

In modeling debt capital structure of listed firms, total debts to assets (TLEV), long-
term debts (LLEV) to assets and short-term debts to assets (SLEV) ratios are used to
measure debt capital structure of listed firms. These are used as dependent variables
similar to the studies by Amidu (2007) and Abor (2005). While total debts to assets
ratio capture the entire debt capital structure of listed firms, short-term to assets and
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long-term to assets ratios are employed to capture short- and long-term debt structures
respectively.

Credit information sharing (CIS: Info_coverage; Info_quality; Info_dummy)

Following the information asymmetry and information sharing theories, credit informa-
tion sharing is a strategy through lenders, and creditors share information on clients in
order to discipline their client’s borrowing behavior (see Freimer & Gordon, 1965;
Freixas & Rochet, 1997; Stiglitz & Weiss, 1981). That is, credit information sharing is
a market disciplinary tool that shapes the borrowing behavior of participants or eco-
nomic agents of an economy through the reduction in information asymmetry. It is
believed that information asymmetry reduces the use of debt capital financing (due to the
fact that) because information asymmetry impedes lenders from lending at a cheap rate
given the uncertainties or risk of borrowing arising from lack of complete, reliable and
accurate data or information. However, credit information sharing reduces information
asymmetry by making information on financial market participants available and hence
improve the predictive power of lenders and creditors which reduce the cost of borrow-
ing and increase the use of debt capital financing by economic agents including firms. It is
expected that credit information sharing will increase the use of debt capital financing or
structure but unable to tell if it will affect the different debt structures the same way.

Information sharing data are obtained from the World Development Indicator (WDI)
database and are measured as the percentage of citizenries to total adult population that
have their information captured in the data base of credit information sharing institu-
tions. Also, the quality of credit information shared index which ranges between 0 and 8
is obtained from WDI and used while a dummy which assumes a value of 1 if the
economy is sharing credit information and 0 otherwise was created to capture the present
of credit information sharing activities in Ghana. From Kusi et al. (2015, 2016a, 2016b)
credit information sharing started in 2010. In all, three measures of credit information
sharing are used to ensure consistency and reliability in the findings.

Profitability (PROF)

Profitability is identified to be key determinant of use of debt capital financing and
measure with return on equity. Following the tax trade-off model, profitable firms
employ more of debt capital financing since they are more likely to have a high tax
burden and a low bankruptcy risk (see Ooi, 1999). However, Myers (1984) argue out
a negative relationship between profitability and debt capital structure stating that profit-
able or successful firms do not need to depend on external finance but instead rely on
internal reserves accumulated from past profits. Hence, there is a possibility of both
positive and negative effects of profitability on debt capital financing.

Growth

Growth in this study is measure as the changes in sales or year on year changes in sales.
Following the pecking order theory, growing firms place a great need on internal funds.
As a result, firms with high growth will tend to look for external funds to finance the
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growth. Following the pecking order theory, firms would first look to short-term, less
secure debts then to longer-term more secure debt for their financing need. Myers (1977)
concludes that a higher proportion of a firm’s market value accounted for by growth
opportunities has a better capacity to take on debts. Following the argument that tax
deductibility of interest repayment is less important for fast growth firms since they
normally have non-debt tax shield, Auerbach (1984) posits a negative effect of growth on
leverage or debts. Hence, the effect of growth on debt capital financing is ambiguous.

Tax

Tax is measured as the natural log of tax amount due to be paid. From a corporate finance
theory perspective, the effect of tax on financing options, which includes equity and debt
financing, depends on whether the regime at a particular point in time favors the use of
equity or ???equity (see Auerbach, 1984; Mackie-Mason, 1990). Thus, if tax conditions
favors the use of debts, then a firm will tend to use more of debts, while if tax conditions
favors the use of equity financing, then a firm will tend to use more of equity financing.

Tangibility (TANG)

Tangibility is also known as assets structure and measured as fixed assets to total assets.
Fixed assets are crucial for liquidating firms and contribute greatly to a firm’s ability to
access debt financing, as fixed assets may serve as collateral for firms that have more fixed
assets (see Myers, 1977; Smith & Warner, 1979; Stulz & Johnson, 1985). Although the
majority of empirical and theoretical studies shows a positive relation between debt
capital financing and asset structure, it is intuitive to argue that an increase in fixed assets
reduces debt capital financing since debts are employed usually to finance capital
expenditure as purchases of assets.

Risk

Risk of agency and bankruptcy costs provide incentives for firms to utilize less the tax
benefits associated with the static framework model. Thus, risk exposes firms to agency
and bankruptcy costs inducing firms to reduce the level of debts within its capital
structure. Hence, risk is measured as the volatilities in operating profits and is expected
to reduce the use of debt capital financing. Thus, firms with a relatively high-operating
risk have more incentives to lower the use of debts compared to firms with more stable
operating earnings (Ooi, 1999; Titman & Wessels, 1988).

Size

The size is an important determinant of capital structure of firms and it is measured as
the natural log of total assets. Empirical studies argue that larger firms are less prone to
bankruptcy and tend to be more diversified than smaller firms and may have more
market power which can boost their survival chances (Ang, Chua, & McConnell, 1982;
Smith & Warner, 1979). This follows the trade-off theory of capital structure, and hence
a positive relation is expected between size and debt capital financing or structure.
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Table 2 presents the summary statistics of the variables employed in this study. From
the summary statistics, outliers which have the possibility to influence the consistency,
efficiency and biasedness of coefficients were not observed in the dataset. The Shapiro
Wilk’s normality test is used to test for the normality of the data. Thus, the Shapiro Wilk’s
test has a null hypothesis of no normal distribution and this was rejected for all the
variables, indicating that the variables were all normally distributed around their means.
Similarly, the variance inflation factor (VIF) which shows the acceptability of each
variable in the model is computed and reports that all the variables are fit and accepted
to be in the model, given that all the variable have VIF values below the VIF maximum
threshold of 10. Table 1 presents a summary of all the variables employed in this study.

Interestingly, while total debts to assets averagely constitutes 52.43% of total capital
structure, short-term to assets and long-term debts to assets averagely constitutes 44.55%
and 8.95%, respectively they imply that firms on the Ghana Stock Exchange in the periods
under review employs more debts financing compared to equity. Specifically, firms tend
to rely more on short-term debt financing structure. Information sharing coverage is on
the average 3.81% implying that only 3.81% of citizenry have their data or information
captured by credit information sharing institutions in Ghana. Hence, the coverage of
information sharing institutions is low and needs to be improved.

Similarly, the quality of information shared is averagely 0.9394. By computation, as
per the World Development Indictors it ranges between 0 and 8. Hence, given the range,
it is reasonable to conclude that the quality of credit information sharing is extremely low
in the period under review. Information sharing dummy is averagely 34.85%, implying
that about 34.85% of the sample years were periods where credit information sharing was
present or existed.

Profitability measured with ROE is averagely 8.20%, while growth measured with sales
growth is averagely 12.01%. Tax and Size are logged variables and have value of 12.90 and
16.62. These values imply that tax and size of firm grew about 12.9 and 16.62 time over

Table 1. Summary of Variables.

Variable

Measurement

Source

Expected Sign

Dependent Variable
TLEV
LLEV
SLEV

Regressors
CIS Info_Coverage

CIS Info_Quality
CIS Info_Dummy

PROF
GROWTH
TANG
TAX

RISK

SIZE

Total debts/total assets
Long-term debts/total assets
Short-term debts/total assets

Percentage of population that
have their information
captured in the database of
information sharing
institutions

Index that ranges from 0 to 8

Dummy which assumes a value
of 1 if the economy is
sharing credit information
and 0 otherwise

Net income/total equity

Year on year changes in sales

Fixed assets/total assets

Natural log of tax amount

Volatilities in operating profits

Natural log of total assets

Audited financial statements
Audited financial statements
Audited financial statements

World Development Indicators

World Development Indicators
World Development Indicators

Audited financial statements
Audited financial statements
Audited financial statements
Audited financial statements
Audited financial statements
Audited financial statements

+ R
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Table 2. Summary Statistics.

Variable Obs Mean Std. Dev Min Max SWILK VIF
TLEV 175 0.524312 0.242081 0.044941 0.994041 3.355%** -

LLEV 171 0.089457 0.140775 0 0.752482 8.174*** -

SLEV 174 0.4455 0.220168 0.044941 0.888889 2.739%** -

INFO_COVERAGE 198 0.038131 0.065587 0 0.21 7.007*** 2.15
INFO_QUALITY 198 0.939394 2.078745 0 6 5.317*** 1.68
INFO_DUMMY 198 0.348485 0.477698 0 1 0.169*** 2.94
ROE 173 0.082031 0.260691 —0.8917 0.65063 4.858%** 1.35
GROWTH_SALE 166 0.120109 0.320251 —0.99489 0.897902 3.389** 1.13
TANG 178 0.404335 0.217426 0.027376 0.857143 4.268%** 1.16
TAX 148 12.90407 2.166932 4.347047 16.28361 3.749%** 2.44
RISK 177 4995332 4515222 -14.0769 78.005 10.927*** 1.05
SIZE_TA 182 16.62498 1.773536 11.94284 19.64446 4.124%** 2.37

Note. Significance Level - ***p < 0.01, **p < 0.05, *p < 0.1 — Note: TLEV - total debt financing; LLEV - long term debt
financing; SLEV - short term debt financing; ROE - Profitability; GROWTH_SALE - growth in sale; TANG - tangibility;
TAX - taxation; RISK - volatilities in profits; SIZE_TA - firm size; INFO_COVERAGE - coverage of information shared;
INFO_QUALITY - quality of information shared; INFO_DUMMY - presence of information shared

the period under study. Tangibility which measure the structure of assets is averagely
40.43% implying that fixed assets constitute about 40% of total assets structure. This is an
indication that firms have the majority of their assets in current or short-term assets. Risk
which measures uncertainties in earnings is nearly 5, implying that earnings are 5 times
more volatile over the period.

The Pearson’s correlation matrix (see Appendix 1) that serves as a mechanism for
checking and controlling multicollinearity is shown in Table 3. Following Wooldridge
(2009), the study sets the multicollinearity threshold to 0.7 between the independent
variables. Hence, the results presented in Table 3 show no evidence of multicollinearity.

Tables 4-6 present the effect of credit information sharing on the debt-financing
structure of firms listed on the Ghanaian Stock Exchange between 2003 and 2013. Tables
4-6 present results from the pooled ordinary least squares, robust random effect and
robust fixed effect models respectively. In each table, nine models are shown on the effect
information sharing coverage, quality and dummy on total debts to assets, long-term
debts to assets and short-term debts to assts.

Under information sharing coverage, it is observed that information sharing coverage
has a positive nexus with short-term debts in Models 12 and 21 while information
sharing coverage has a negative nexus with long-term debts in Model 2. This implies
that the information sharing coverage improves the use of short-term debts but reduces
the use of long-term debts for listed firms in Ghana. In terms of information sharing
quality, the results confirm that information sharing quality has a positive relation with
short-term debts in Models 15 and 24, while information sharing quality has a negative
relation with long-term debts in Models 9 and 14. This implies that information sharing
quality propels the use of short-term debts but derails the use of long-term debts for listed
firms in Ghana. Furthermore, it is evident that information sharing presence has
a positive nexus with short-term and total debts in Models 9, 16, 18, 25 and 27 while
information sharing presence has a negative nexus with long-term debts in Model 8. This
implies that the information sharing existence improves the use of short-term debts but
reduces the use of long-term debts for listed firms in Ghana. These findings support the
view that the information sharing promotes the use of debt financing but may do so for
short-term financing and total debt finance in some instances. This finding is consistent
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which the information asymmetry and information sharing theories which argue that
information sharing sanitizes the debt market by disciplining economic agents and
reducing the risks and uncertainties surrounding debt financing; hence promoting the
use of debt financing. However, given that information sharing is reported to impede the
use of long-term debt financing, we argue that information sharing coverage and quality
are weak and shallow and hence do not have the potency to reduce the risk and
uncertainties surrounding long-term debts. It is believed that over time, as information
sharing coverage and quality improves, it will gain the capacity to propel long-term usage
by firms.

On the control variable variables, it is observed that growth in sale promotes the use of
long-term debt by listed firms in Ghana. This finding is consistent with the earlier study
of Myers (1977) who concludes that a higher proportion of a firm’s market value is
accounted for by growth opportunity and has the capacity to take on debts. Assets
structure presents mixed but consistent results. Thus, while fixed assets structure reduce
the use of short-term debt financing, it at the same time promote the use of long-term
debt financing. This is not surprising, as fixed assets may serve as collateral security in
seeking long-term debt financing by a firm; hence the positive relation is supported by
the prior studies results (Smith & Warner, 1979; Stulz & Johnson, 1985). Consistently
across the estimation models, tax appears to reduce the use of debts whether short-term,
long-term or total debts. Following prior studies (see Auerbach, 1984; Mackie-Mason,
1990) which argue that the effect of tax on debt financing depends on whether the tax
regime at a particular point in time. Hence, it is evident that the tax regime within the
period of the study is less favorable for the use of debt financing. Size is reported to have
a positive relationship with all forms of debt structures across the majority of the models
estimated. Prior empirical studies argue that larger firms are less prone to bankruptcy,
which induce their ability to employ more debt financing (Ang et al., 1982; Smith &
Warner, 1979).

Robustness checks and diagnostics

In ensuring consistency, reliability and efficiency in the results and models estimated,
a number of standard procedures were followed. First, knowing that outliers can bias the
results, we screened for outliers using the summary statistic, and no evidence of outliers
were detected. Second, we employed the Pearson’s correlation matrix to assist in identi-
fying and controlling for multicollinearity. We found no evidence of multicollinearity.
Third, we employed a number of estimation strategies to ensure consistency and relia-
bility in results across the different estimation strategies. We found to a large extent
consistency in the results presented across the models; this indicating that the results are
reliable. Fourth, we used the robust standard errors approach to control for heteroske-
dacity and autocorrelation (Appendix 2) to ensure that the results were efficient. Hence,
the results and findings fit and good for generalization for firms listed on the Ghana Stock
Exchange market.
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Conclusion and policy recommendation

In this study, the effect of credit information sharing on use of debt financing structure of
listed firm on the Ghana Stock Exchange market between 2003 and 2013 was tested. The
study was motivated by the lack of empirical studies on how credit information sharing
can affect firm level debt financing structure and take advantage of the introduction of
credit information in 2010 in Ghana to shed more insights on this relationship.
Employing a panel data of 20 listed non-financial firms in Ghana in robust ordinary
least squares, random effect and fixed effect models findings were presented on how
information sharing affect debt financing structure.

Findings show that information sharing coverage quality and presence predominantly
promote short-term debt financing options while it at the same time detracts long-term
debt financing options. While the positive nexus between credit information sharing and
short-term debt financing confirms the information asymmetry and information sharing
theories, we attribute the negative nexus between credit information sharing and long-
term debt financing options to the shallow and weak nature of credit information sharing
activities and institutions, hence making it difficult to permeate risks and uncertainties
surrounding long-term financing options. This is an indication that credit information
can increase access to debt financing for firms.

These findings have policy implication and recommendations for policymakers and
researchers in Ghana. Thus, policymakers must enact policies and laws that deepen,
expand and enhance the coverage and quality of credit information in order for the full
potency of information sharing to be realized on debt financing structure of firms. Also,
researchers are encouraged to exploit this finding using different datasets on firms in and
beyond Ghana to test the consistency of these findings in other jurisdictions.
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Appendix
Appendix 1. Breusch-Pagan/Cook-Weisberg test for heteroskedasticity

Ho: Constant variance
Variables: fitted values of tlev

chi2(1) = 2.77
Prob > chi2 = 0.0960

Appendix 2. Wooldridge test for autocorrelation in panel data

HO: no first order autocorrelation
F(1, 14) = 0.004
Prob > F = 0.9510
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