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Digital Transformation and Firm Inventory Adjustment Behavior .

Empirical Evidence Based on Text Analysis

ZHANG Yong, HOU Luyao
(College of Economics and Management, Nanjing Forestry University, Nanjing 210037, China)

Abstract : Based on the detailed inventory data of A-share listed firms in the Shanghai and Shenzhen Stock Exchanges from
2007 to 2020, this paper employs text analysis to determine the impact of digital transformation on the inventory level of firms.
The results show that the higher the degree of digital transformation, the lower the inventory level of a firm. Heterogeneity
analysis indicates that digital transformation plays a greater role in reducing inventory levels in non-state-owned firms, firms
with high business complexity, firms far from suppliers/customers, and firms with a high regional digital infrastructure
construction level. Further research reveals that improving a firm’s inventory management capability and shortening the
procurement lead time are the two action paths of digital transformation that reduce a firm’s inventory level. This study provides
theoretical and practical guidance on methods for upgrading China’s traditional industries and promoting high-quality economic
development by promoting the digital transformation of micro firms.

Key words : digital transformation; inventory adjustment; inventory management capability; procurement lead time



