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ABSTRACT 
We argue that debt concentration mitigates the severity of the creditor coordination problem, 
thus facilitating the issuance of new debt when corporate income tax rate increases. 
Accordingly, we document that only firms with concentrated debt types increase their financial 
leverage after state corporate income tax rate increases. Such impact is more pronounced 
when firms are subject to high default risk or have low asset redeployability. In addition, low 
debt concentration firms adjust their debt structure to a more concentrated level after state tax 
rate increases. Our findings document an important consequence of debt concentration in 
affecting firms’ capital structure adjustments. 
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She received her Ph.D. from the National University of Singapore. Her research interests are 
U.S. tax, debt financing, disclosure, and ESG using big data. She publishes in the Journal of 
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