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EPU,_,#ji’éﬁ 1 R B R gy 20| 1279 | 0013 | 003 0 0.5389
B 2012 | 1499 | 00126 | 0.0362 0 0.3559
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RIS, &, MR 2T,

Y. Controls hj— Z2 5\ Al F 7 L2 18 i 2 i 28 o o 78 2 7% LAAE SCHR A R Al b, AR SR T A7
P il As i o DA B (Size) o KAV b /INRL Al 5 5y 30047 30 B A, IR R b T TS o
K, WA =AML U (Fan 58, 2017) o A SCLL 51 T AR %08 207 LU 2] il (Acemoglu
2:,2009), QI 4K P2 HF (Cash_Asset Ratio) ., T H A AW B L E H A0 —FhEE3E 4
AW (RS JC R 1R, 2006), 75 2270 /& W0 UR S0 R5 . Hovr, Aol 30 4 D17 100 A2 5 ol 55 9 7k 1 5
BYRUR ., QE A WL (State_holding) o FEIA Aix b AR % A A A b 388 90 A 48 22 1096 R (SR 14 3%
45, 2014), JR2 LW A T BB BRI e 3 . YR 7= % I (Asset_Specif) o WP & FAVE I 25
M Al 18] 58 5 AR 17) B e 5 [ & (Fan 5%, 2017), K& m i 5 &G 4545 DIEVFR
(Ziedonis, 2004; Berrone 45, 2013), 7 SCR A [ 7€ 98 7 HE 5 01 T NECZ LU RS A SR 80T DL
i, ® AN GDP(GDP) ., 7 WA THIY o X Al 4l 212544 7= A= % i (Fan 4§, 2017), A SC DL 4 [
N3] GDP () F SR 3B I (Acemoglu %5, 2009) . 2 2 45 T 248 8 1 5E X R A R MESe it .

®2 TEEXRHEREEIT

R X L.
¥iE brifi

VI e AR 0.0139 0.0403

EPU LV BURAHE M, S U BORANH 2 M 7 BB 04 T L P 2% 2.0242 1.1682

Size VRS, 4l AR H R T AB [ SR %5k 7.6494 1.1596
Cash_Asset_Ratio | L4872, IR B4 KB4 S A /o it 0.1721 0.5558
State_holding A B LA, AT TR/ IR S 0.0763 0.1727
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Economic Policy Uncertainty and Vertical Integration:
An Analysis from the Perspective of Supply Chain
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Summary: During recent years, global economic uncertainty has risen sharply. The effect of economic
policy uncertainty on business activities has become a research hotspot in academia, while previous studies
mainly focus on the independent individuals of companies. It is considered that companies are closely related
with others from upstream and downstream industries, thereby market transaction costs significantly influence
the survival and development of companies, especially in the presence of high economic policy uncertainty.
Therefore, this paper explores the impact of economic policy uncertainty on vertical integration from the per-
spective of supply chain. Vertical integration is defined that companies control adjacent production stages ver-
tically on the supply chain, internalizing transactions between external companies into internal production
activities.

To be specific, using a sample of listed companies from manufacturing industry during 2000-2018 in
China, as well as the vertical integration indicator manually sorted out and calculated, this paper investigates
the effect of economic policy uncertainty on vertical integration. The result shows that the higher economic
policy uncertainty is, the more inclined companies are to pursue vertical integration. The robustness test and
instrumental variable estimation show that this basic result is valid and robust. The heterogeneity analysis con-
ducted at firm-, industry-, and region-level shows that for non-state-owned companies, companies with higher
asset specificity, and companies from high-tech industries, more competitive industries, more volatile indus-
tries, and the eastern region, the effect of economic policy uncertainty on vertical integration is greater. Fur-
ther, this paper explores the mechanism about how economic policy uncertainty influences vertical integration.
The result shows that economic policy uncertainty significantly decreases the investment intensity of upstream
suppliers and downstream distributors, and leads to higher financing constraints, thereby inducing the
propensity of vertical integration. More than that, this paper analyzes the reason why economic policy uncer-
tainty has a greater impact on upstream industries from three perspectives: government regulations on the up-
stream and downstream industries, the proportion of state-owned enterprises distributed in upstream and down-
stream industries, and the capital intensity of upstream and downstream industries.

This paper has the following contributions: From the perspective of supply chain, it explores the impact
of economic policy uncertainty on micro enterprise operation; from the perspective of economic policy uncer-
tainty, it enriches the research on the influencing factors of vertical integration, and provides new empirical
evidence from China’s manufacturing industry. In addition, from the perspective of supply chain management,
this paper provides policy recommendations and management implications for local governments and enter-
prises to deal with emergencies and the resulting economic policy uncertainty.

Key words: economic policy uncertainty; vertical integration; supply chain; asset specificity
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