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		We examine whether major corporate customers can help deter corporate misconduct among their suppliers. Our findings indicate that, in equilibrium, firms with concentrated customer bases are less likely to commit misconduct, and they pay lower penalties. Using an event study based on the establishment of trade relationships, we show that this negative equilibrium relation reflects both bonding by the suppliers and monitoring by the major customers. Furthermore, the disciplinary effect of major customers is more pronounced when customer demand for reducing supplier misconduct risk is higher. Additional analyses reveal that firms with major customers demonstrate better ESG practices that promote supply-chain sustainability and that major customers exercise their exit option to penalize suppliers after acute violations. Overall, our results suggest that major customers do discipline suppliers. 
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