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We examine the eﬀects of corporate board characteristics on the use of performance pricing in debt contracts.
Performance pricing is a recent innovation that plays a role in addressing some debt contracting problems by
linking the ex-ante pricing of debt with ex-post ﬁrm performance . Results show that debtholders are more likely to
use performance pricing in loan contracts for borrower ﬁrms with greater board independence and CEOs with
higher share ownership, whereas debtholders are less likely to use performance pricing when ﬁrms have smaller
boards . Debtholders also are more likely to include an interest increasing performance pricing provision in loan
contracts when CEOs’ incentives are aligned via higher share ownership, but they are less likely to use them in debt
contracts when board ownership is lower. Overall, the results suggest debtholders perceive that characteristics
associated with eﬀective boards are beneﬁcial and factor them in their contracting decisions. © 2017 Elsevier B.V.

SciVal Topic Prominence 

Cited by 1 document
Eﬀective governance, ﬁnancial
markets, ﬁnancial institutions &
crises
Balachandran, B. , Williams, B.
(2018) Paciﬁc Basin Finance
Journal
View details of this citation

Topic: Executive compensation | CEO | stock option
Prominence percentile:

beyond Scopus.

Inform me when this document
is cited in Scopus:



94.655

Set citation alert ▻
Set citation feed ▻

Author keywords
Covenants

Governance

Performance

pricing

Private debt

Related documents

ISSN: 0927538X
CODEN: PBFJE
Source Type: Journal
Original language: English

DOI: 10.1016/j.pacﬁn.2017.02.007
Document Type: Article
Publisher: Elsevier B.V.

Export

Day, J. , Mather, P. , Taylor, P.
(2014) Corporate Ownership and
Control
View in search results format ▻

References (68)
All

The eﬀect of corporate board
characteristics on loan
monitoring decisions

 Print

 E-mail

Save to PDF

Create bibliography

Corporate governance and
contractual terms in debt
ﬁnancing
Daum, J. , Dutzi, A.
(2013) Creating Global
Competitive Economies: 2020
Vision Planning and
Implementation - Proceedings of
the 22nd International Business
Information Management

