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Effects of Supplier and Customer Concentration on Firm Performance:
Based on Listed Companies in High-end M anufacturing Industry

WANG Lirong' ZHOU Deming” WANG Yi* LU Qiang'
(1. Harbin Institute of Technology Shenzhen Graduate School Shenzhen 518055 China;
2. Peking University HSBC Business School Shenzhen 518055 China)

Abstract: Sampling from A-stock market listed companies in high-end manufacturing industries; this empirical study focu—

ses on the effects of supplier and customer concentration on the firm performance. We use DuPont analysis to decompose these

effects into four factors i.e. bargaining power transaction cost financial expense and total asset turnover. The regression anal—

ysis shows that high degree of supplier concentration enhances the bargaining power of suppliers resulting in a lower gross profit

margin. However it also leads to lower transaction cost and better total asset turnover which are positive to the firm perform—

ance. The effects of customer concentration are controversial as well. High degree of customer concentration increases financial

expense but effectively reduces transaction costs and increases total asset turnover. Overall the firm performance is positively

correlated with the customer concentration. But it is not significantly correlated with the supplier concentration.

Key words: customer concentration; supplier concentration; firm performance



