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SYNOPSIS

In this study, | explored whether the bank responds to the firm's action to improve his environmental
performance in determining the interest rate for borrowing. For this purpose, the interest rate
determination function and borrowing demand function are simultaneously estimated using the panel
data of the manufacturing firm. I find that in the manufacturing industry except medical-supplies
business, improvement of environmental performance which is measured by eco management
ranking, results in reduction in the interest rates. This indicates that the bank assesses the firm’s
environmental performance in determining the interest rate. Using the estimation results and the
sample average, the simulation shows that 1% increase in eco management ranking reduces interest
rates by 0.02%.
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units Mean Std Dev_Minimum _Maximum
L ( 157 089 018 880
ECO —solin ¢ ) ) E ) ) 2.01&1084 3.44@5094 1.065001 275é+4035
009 010 001 025
R ( ) 81%2{[034 1565;%5 1.35%003 1635;006
1S0 () 352 58 000 7000
D, (ratio) 033 016 005 100
(ratio) 14841 7697 2893 72401
( ) | 7.05E+03 358E+04 -424E+05 594E+05
( ) | -150E+03 1.95E+04 -357E+05 6.79E+04

% 3139 16.96 023 86.71
% -2.85 1267 -7319 62.30
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P
0737 0130 56656 ** [000]
0149 0194 0766  [444]
-0532 0268  -1986 ** [047] -0.17 (1983)
-0758 0279  -2700 ** [007] (1999)
10852 4355 2492 ** [013]
IS0 1555 0967 1608 [108]
-0317 0137  -2321 ** [020] 26
CF -0056 0023  -2442 ** [015]
-0082 0053  -1556  [120]
21170 0325  -3594 ** [000]
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P
-1.389 0409 -3396 ** [001]
-0.463 0167 -2772 ** [006]
-0.001 0001 -0980  [327]
0357 0152 2351 ** [019] -0.31
CF 0.004 0030 0138  [890]
0013 0005 2606 ** [009]
-0.036 0072 -0501  [616]
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