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The effect of Disclosure of Environmental, Social and Governance Performance on the
Supply and Demand of Trade Credit

Mustafa Ezadpour * 1,Mohammad Mohammadi Moghadam 2, Zahra Heidary Sureshjani 3

Abstract

As an important method of financing, trade credit has an important place in the operation and
strategy of the company which can play a significant role in strengthening the supply chain of the
company's relationship with customers. The basis of building business credibility is mutual trust,
transparency of sustainable information, good social image and reputation are all useful for building
business credibility. In this way, companies with environmental, social and governance performance
attract companies with similar business philosophies and create a mutual trust mechanism that can
increase the supply and demand of trade credit for them. However, in the absence of empirical studies
in Iran, the present study examines the disclosure of environmental, social and governance
performance on the supply and demand of commercial credit. In this regard, a sample consisting of
130 companies listed to Tehran Stock Exchange was selected and tested during the period of 2015-
2022. The results showed that the disclosure of the company's environmental, social and governance
performance has a positive relationship with the demand for trade credit. However, the disclosure of
the company's environmental, social and governance performance is not positively related to the
supply of commercial credit. Therefore, the disclosure of environmental, social and governance
performance by providing better information, recognizing and reducing information asymmetry,
reduces the risk of suppliers, which can increase the demand for commercial credit. But the company's
environmental, social and governance actions also have costs that a company must incure. Therefore,
they should spend some of their acquired resources on these measures, that's why the supply of
commercial credit is less common for them.

Keywords: Disclosure of Environmental, Social and Governance Performance, trade Credit
Supply, trade Credit Demand.
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