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Figure 1 Different Types of Risk and Their Relationships
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Table 3 Regression Results for Economic Policy Uncertainty and Firm Cost Stickiness
Sga
Bins
(1) (2) (3) (4) (5)
R 0.449*** 0.448 """ 0. 449 """ 0.448""" 0. 449 """
ey
(63.443) (63.503) (31.986) (63.470) (31.969)
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er .
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Rev- D+ Epi2 0. 027 0. 027
(3.507) (2.470)
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S
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0. 006 0.031°" 0.031"""* 0.014"" 0.015
Rev-D-GDP
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_ I' EEE _ : RS _ i EE _ f EEE _ . LR
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Rev =D - Dsu
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HREEI
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Yea = bl il e Fas il
Ind il il i =] il
Prov A A =i A i
Pl Al B8 2 & & = & JE
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Table 4 Regression Results for Economic Policy
Uncertainty , Firm Strategy and Firm Cost Stickiness

Sga
At

(1)Pro (2)Def  (3)Pro (4) Def
. 0.478"** 0.180*** 0.478""* 0.180"""
€ (11.775) (3.546) (11.797) (3.543)
- ~0.418 -0.031 0.268  0.108
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R ETPHEHAZE L L ERBRRERAESSE, T

D+ Epu ) 8 9 7 B A B35, BP 28 5 BUR A 0 € 1
B 8 T 35 A R R W BB A o B R A RS 15 B
AR B AL f o B R T B R R, TR &
WHRATE R AR ARZMELEES , EAA
GR35 LA LA HLEE DL IR 75 oK 5k T2 2 4 % B PR gk &L
REE A B R RIE. (2) 5 (4) PR L RE
BH , Rev-D-Epul FlRev-D-Epu ¥ [l IH & B ¥ 7 10% J%
PhEAFELERBENE,HRe-D¥ARBE, A RLE
MEH,,, PR HEARGHE —E FE,2dFEITES
Wi BB FEUTER: ORASERIWITE
AT E RSB, FBUR K —F A QB R
MR R, M KRB EFEESAE
R,

(3) folb Tof 45 5 P 3T 2 BF LR A0 E RS &k
AR ¢ 2R Y B2 T

TE (L) AR SEnl AR BT i Bl 0 iR AT
e 17 157 32 19 - 2 7K 7 H B8R A 03 O 8 W 4 o R R I
SHEMA, SIS AR 650 NS, IR %
FAMELL 12 460 P EEAR . RS E A R AR BE A £ ol 1t
5 HPERE R T L 2 0T BUR S B E 1 X 4l B AR 1

RIERBRITABE MARHE
S5EWEEAKENDEFSER
Table 5 Regression Results for Economic Policy
Uncertainty , Financial Flexibility and
Firm Cost Stickiness
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Table 6 Regression Results for Endogenous Tests
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B Eibdse wE 1 BEESF PEIERS T ERELT SERETFHER
g%l B A E TR BUR A E AR R AHH FE AR B
(1) (2) (3) (4) (5) (6) (7) (8)

. 0,441 0,440°°  0.444°°°  0.441°° 0,441 0.440°  0.441°**  0.440°*
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Table 7 Regression Results of Robustness Test for Economic Policy Uncertainty Index
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Table 8 Regression Results for Other Robust Tests
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Abstract : Economic policy uncertainty not only affects the macro economy and social development, but also has a significant im-
pact on firm behavior at micro-level. Compared to developed countries, China is in the period of transition and is faced with a
more prominent level of economic policy uncertainty. Previous studies mainly focus on the discussion about the effect of economic
policy uncertainty on corporate investment, financing and cash holding policies. However, whether and how economic policy un-
certainty affects firm cost stickiness is overlooked.

Cost decision is one of the important contents of business management, and it is also the key factor that affects firm’s input,
output and economic benefit. In this context, based on the risk and uncertainty analysis framework, this study takes Shanghai
and Shenzhen A-share listed non-financial companies from 1999 to 2016 as a sample, and uses Stata 14, 0 and multiple regres-
sion analysis method to systematically examine the effect of economic policy uncertainty on firm cost stickiness. Moreover, we
further examine the moderating effect of corporate strategy types and financial flexibility on the relationship between economic pol-
icy uncertainty and cost stickiness.

The result indicates that high level of economic policy uncertainty reduces firm cost stickiness. To be specific, faced with
systematically risk which is unavoidable, firms will adopt the risk hedging strategy to avoid potential crisis, resulting in lower cost
stickiness. Further, the above relationship is closely related to firm strategy and financial flexibility. For firms classified as pro-
spectors, economic policy uncertainty does not reduce cost stickiness. Meanwhile, the negative effect of economic policy uncer-
tainty on cost stickiness is more pronounced in the group with less financial flexibility. After changing the measures of key varia-
bles and controlling for other possible influencing factors, the conclusion still holds.

The research explores the mechanism between the macroeconomic policy uncertainty and firm decision behavior, indicating
that cost stickiness is a comprehensive decision making which reflects firm's external uncertainty, internal strategy and financial
status, In conclusion, this paper enriches the related studies on the consequences of economic policy uncertainty. Moreover, it
also hroadens the determinants of firm decision behavior. The conclusion drawn in this study provides theoretical basis and practi-
cal reference for firms to better implement and promote cost management decisions.
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