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Can Compulsory Liability Insurance Reduce the Risk

of Stock Price Collapse in the Food Industry?

KONG Dongmin' ;, WANG Yumiao', SHI Lu’
(1. School of Economics, Huazhong University of Science and Technology, Wuhan 430074, China;
2. School of Management, Wuhan University of Technology, Wuhan 430070, China)

Abstract: Using the exogenous impact of China’s food safety compulsory liability insurance system, this paper empirically ex-
plores the impact of the implementation of compulsory liability insurance system on the risk of stock price collapse. It is found
that based on the regulatory effect of insurance institutions, the implementation of compulsory liability insurance system can sig-
nificantly reduce the stock price collapse risk of food listed companies by strengthening the supervision of food production and re-
ducing the fluctuation of operating performance. Moreover, the policy effect is more significant in non-state-owned listed compa-
nies, listed companies with less shares held by institutional investors and listed companies with serious information asymmetry. O-
verall, this study presents that the joint supervision mechanism formed by the public and private sectors can effectively strengthen
food safety supervision.

Key Words: compulsory food safety liability insurance; risk of stock price collapse; performance fluctuation; moral hazard; ex-

ternal supervision; corporate governance; information asymmetry
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