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Abstract

Small and medium-sized enterprises (SMEs) are the cells of China's national
economy and have a major bearing on the high-quality development of the economy.
The development and growth of enterprises cannot be achieved without financial
support, however, SMEs in China have always been plagued by "difficult and
expensive financing". Taking SMEs in municipalities, cities with separate plans and
provincial capitals in China as the assessment object, China SME Development
Promotion Centre has conducted a third-party assessment of the SME development
environment and released the "2022 SME Development Environment Assessment
Report". optimistic, and the whole is still at a low level.

Financing constraints are the bottleneck of enterprise development, and also a topic
of great concern to the government and enterprise managers. It is difficult for SMEs to
obtain credit funds from financial institutions, either because of the high level of
information asymmetry or the inability to provide sufficient collateral. Financing
modes are mainly divided into vertical and horizontal financing. Therefore, SMEs that
are rejected by vertical financing can only satisfy their financial needs through
horizontal financing, that is, seeking financial support from upstream and downstream
of the supply chain.

Redistribution theory explains the source of commercial credit from the supplier's
point of view, which holds that commercial credit financing is an important substitute
for bank loans, and when enterprises have stronger financing ability, they often tend to
provide trade credit to their customers, that is to say, commercial credit mainly flows
from enterprises with higher credit availability to enterprises with lower credit
availability. Redistribution theory suggests that financing ability is an important factor
influencing the allocation of the supply of commercial credit to customers by firms.
However, existing research does not provide an answer to the question of whether
competitors' fundraising ability affects a firm's commercial credit supply policy.

From the current articles on the impact of competitors' financing constraints on
enterprises, there is little literature on the relationship between competitors' financing
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constraints and enterprises' commercial credit supply and the specific path of influence.

The article selects China's a-share small and medium-sized companies listed in
2010-2022 for empirical analysis. The main conclusions of the empirical analyses are
as follows: (1) The benchmark regression finds that: competitor financing constraints
positively promote corporate commercial credit supply, and the stronger the competitor
financing constraints are, the more commercial credit supply the enterprise allocates to
its customers. After a series of robustness tests such as psm, 2sls and heckman, the
benchmark conclusion still holds. (2) The mechanism of action test finds that:
competitor financing constraints alleviate the financing constraints of enterprises as
well as improve the commercial credit financing ability of enterprises, and the
commercial credit supply ability of enterprises is enhanced. (3) The heterogeneity test
finds that: in terms of internal characteristics, the positive impact of competitor
financing constraints on the supply of commercial credit mainly exists in the samples
with higher degree of digital transformation, lower market position, lower supplier
concentration and stronger product uniqueness; in terms of external characteristics, the
positive impact of competitor financing constraints on the supply of commercial credit
mainly exists in the samples with fierce competition in the industry, lower degree of
economic policy uncertainty, lower degree of product uniqueness, lower degree of
economic policy uncertainty, lower degree of product uniqueness, and lower degree of
product uniqueness. lower degree of uncertainty, the opening of high-speed rail in the
region, and the higher level of financial development in the region in the sample. (4)
This paper also examines the impact of competitor financing constraints on the supply
of different types of commercial credit, and empirically proves that competitor
financing constraints increase the size of notes receivable and have no significant
impact on accounts receivable, which indicates that competitor financing constraints
improve the market position as well as bargaining power of the enterprise, and it can
choose a more robust business strategy. (5) In an economic consequences test, a liberal
commercial credit supply policy improves market performance when competitors'

financing constraints tighten, but does not significantly improve firms' business and
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financial risks.

The study shows that peer financial pressure will have a series of effects on the
business behaviour of enterprises, and the conclusions of this paper also have certain
practical significance for the government and corporate executives. For the government,
it should improve the disclosure system of listed companies, optimise the financial
environment, and maintain the stability and continuity of economic policies; for
enterprises, they should always pay attention to the operation and financial status of
their rivals, and observe the competitive situation in the market.

This paper is innovative in terms of research samples, research content and
research scope: (1) Unlike previous literature on the impact of competitors' financing
constraints on long-term investment, this paper studies the role of competitors'
financing constraints on the supply of commercial credit from the perspective of
enterprises' daily operating behaviour: (2) Most of the current academic research on the
factors affecting the supply of commercial credit is based on the industry as a whole,
with little attention paid to the effect of peers' operating and financial conditions. The
article focuses on the financing constraints of peer firms and explores the drivers of
commercial credit supply.

Keywords: competitors financing constraints; commercial credit supply; supply

chain; commercial credit supply capacity; market competition
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