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Abstract: This paper investigates whether product market power affects trade credit 

decisions. We exploit the 2007-08 credit crisis in the U.S. as a source of variation in the 

importance of product market power for trade credit. We find that a one standard 

deviation increase in market power is associated to a decrease in payables of 

approximately four days during the crisis, showing that high market power firms 

alleviate financial constraints from their suppliers to avoid the loss of monopoly rents. 

Our inferences are robust to structural and non-structural measures of market power, 

both at the firm and at the industry levels, and the inclusion of controls to address 

potential confounding effects deriving from other firm features, including financial 

constraints, industry specific shocks and macroeconomic effects. 

Keywords: trade credit, financial crisis, market power, monopoly rents, liquidity provision 

JEL classifications: G01; G30; G32; D43 

The authors gratefully acknowledge the financial support of GV-Pesquisa. Adalto Gonçalves also acknowledges the financial support 

from Fundação CAPES. Rafael Schiozer also acknowledges financial support from FAPESP – Fundação de Amparo à Pesquisa do 

Estado de Sao Paulo (The State of Sao Paulo Research Support Foundation) and CNPq – Conselho Nacional de Desenvolvimento 

Científico e Tecnológico (National Council for Scientific and Technological Development). Hsia Sheng acknowledges the financial 

support from FGV Rede de Pesquisa (The Applied Research and Knowledge Network of Fundação Getulio Vargas). Part of this 

paper was written while Rafael Schiozer was at Copenhagen Business School. 

We thank Heitor Almeida, Lucas A. C. Barros, Marco Bonomo, Ricardo Brito, Chris Harris, Costas Lambrinoudakis, Marcos Lisboa, 

Marco Lyrio, Andrea Minardi, Jeffrey Netter (the editor), Eduardo Pozzi, Samir Saadi, Joelson Sampaio, Antonio Sanvicente, 

Ricardo G. Serra, Vinicius B. Silva, Paulo R. S. Terra, Benoit d’Udekem. We also thank the participants in the 2015 and 2017 FMA 

Annual Meetings, 2016 EnANPAD, 2015 Brazilian Finance Meeting (EBFIN), and seminar participants at Copenhagen Business 

School, Fecap – São Paulo, FGV – São Paulo, Insper – São Paulo, Université Libre de Bruxelles – Solvay Business School and 

University of Bologna for helpful suggestions and comments. Special thanks to an anonymous referee whose comments improved 

our study. We are also grateful for the help with data by Luciana Arjona, Daniela Menza and Luana Vieira. All remaining errors rest 

with the authors.  

                                                 

1
 Insper Institute of Education, São Paulo – Brazil. Email: adaltobg@insper.edu.br  

2
 Corresponding author: Fundação Getulio Vargas / EAESP – Email: rafael.schiozer@fgv.br; Av. Nove de 

Julho 2029, Bela Vista, 01313-902 - São Paulo – SP – Brazil; Phone: (+55)11 37997899    
3
 Fundação Getulio Vargas / EAESP - hsia.sheng@fgv.br. 

ACCEPTED MANUSCRIPT

mailto:adaltobg@insper.edu.br
mailto:rafael.schiozer@fgv.br
mailto:hsia.sheng@fgv.br


Download English Version:

https://daneshyari.com/en/article/7357229

Download Persian Version:

https://daneshyari.com/article/7357229

Daneshyari.com

https://daneshyari.com/en/article/7357229
https://daneshyari.com/article/7357229
https://daneshyari.com

