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Economic policy uncertainty and employment of industrial enterprises

XIN Daleng
( School of Economics Shandong Normal University Jinan 250014 China)

Abstract: This paper empirically analyzes the impact of economic policy uncertainty on the employment of industrial
enterprises using firm-evel data. Based on the real options theory the increase in economic policy uncertainty makes the
enterprises get more returns from delayed employment behavior so the enterprises become more cautious in the labor market.
Furthermore this paper empirically tests the impact of economic policy uncertainty on the employment of industrial
enterprises using the data of Chinese industrial enterprises from 1998 to 2007. The results show that the employment scale of
industrial enterprises has dropped significantly with the increase of economic policy uncertainty. Moreover the negative
impact of economic policy uncertainty on the employment scale of industrial enterprises is quite different due to different
ownership structure and capital intensity of enterprises. That is the negative impact on the employment scale of state-owned
enterprises and labor-intensive enterprises is greater than that of non-state-owned enterprises foreign enterprises and capital—
intensive enterprises. Considering appropriate instrumental variables and robustness analysis these conclusions are still
valid. Finally the paper proposes corresponding policy recommendations.

Key words: real options theory; economic policy uncertainty; industrial enterprises; employment; panel data

instrumental variable model
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