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Equity Pledge of Major Shareholders and Supply Chain Risk
FU Lili'* CHEN Zhen* WU Fengyun®

(1.School of Finance ,Southwestern University of Finance and Economics Chengdu 611130,China ;2.School of
Accounting sChongqing Technology and Business University sChongqing 400067 ,China ; 3.School of
Economics and Management , Southwest Jiaotong University ,Chengdu 610031, China)

Abstract: Based on the data of China’s A-share listed companies from 2003 to 2019, this paper studies
whether the equity pledge of major shareholders will affect the supply chain risk from the perspec-
tive of firm operation. The result shows that the higher proportion of equity pledge of major share-
holders,the lower the concentration of suppliers. This effect is more significant in companies with
greater financial risk, higher equity concentration of the largest shareholder and higher degree of
marketization. These results show that the supplier regards the equity pledge of major shareholders
as a kind of “risk signal” to escape and avoid. Furtherly, this paper probes the internal reasons for
supplier regarding equity pledge as a “risk signal”,and the result shows that the higher proportion
of equity pledge,the higher both short-term and long-term repayment risk of the company.Suppliers’
escape behavior is a reasonable expectation of future repayment risk. This paper focuses on a new
and important issues that the shareholders’ equity pledge is not only a kind of neutral financing
choice, but also is regarded as a “risk signal” by stakeholders, which will lead to the derivation of
supply chain risk of the company’s operation.

Key words: Equity Pledge; Major Shareholder; Supply Chain Risk; Supplier; Risk Spillover
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