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The labor market friction and the self-selection bias in the corporate debts
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The empirical results in this project show the following findings. The
analysis of maturity and issue amounts of corporate bonds indicates that the ratio of bank loans to
corporate bonds in corporate debts increases as the labor leverage of the firm increases. As the
previous studies suggested, the risk determined by labor-induced operating leverage increases a
firm"s credit risk and raises its cost of raising funds from the market. However, previous studies
have not shown that labor leverage is a significant determinant and an increasing factor in the
credit spread of firms in Japan. In this project, we find that labor leverage is a significant
factor in selecting corporate debt in Japan.
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How much do firms need to satisfy employees? - Evidence from credit spreads and online employee reviews
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