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Trade policy uncertainty and R&D investment: evidence from Chinese enterprises
LI Jingzi' LIU Yue®

(1. School of Business Administration Zhongnan University of Economics and Law Wuhan 430074 China;

2. China Economics and Management Academy Central University of Finance and Economics Beijing 100081 China)

Abstract: This paper adopts China Industry Enterprise Performance Data from 2005 to 2007 and China trade policy
uncertainty index compiled by Huang and Luk (2018) and uses multiple regression methods such as constructing a two-way
fixed effect model and a panel logit model to study the influence of trade policy uncertainty on R&D investment of Chinese
enterprises. The results show that trade policy uncertainty has a positive incentive effect on R&D investment of enterprises
and this effect can be transmitted by changing government subsidies enterprise exports and financing constraints. In
addition trade policy uncertainty has a different degree of influence on heterogeneous enterprises: compared with non-export
enterprises export enterprises are more inclined to increase R&D investment when trade policy uncertainty increases; under
different ownership systems the increase of trade policy uncertainty has the greatest incentive effect on R&D investment of
state-owned enterprises followed by private enterprises but has no significant influence on foreign-owned enterprises; seen
from different industries the R&D investment of manufacturing enterprises especially high-tech manufacturing enterprises is
more sensitive to the influence of trade policy uncertainty than that of enterprises in the mining industry and the electricity
gas and water production and supply industry; finally there are regional differences in the influence of trade policy
uncertainty on R&D investment of enterprises. Based on the perspective of trade policy uncertainty this paper provides a new
explanatory dimension for R&D investment decisions of Chinese enterprises and meanwhile the regression results also
provide empirical materials and reference basis for enterprises to formulate reasonable and effective investment strategies
long-term sustainable development and related foreign trade policies.

Key words: trade policy uncertainty; R&D investment; heterogeneous enterprise; government subsidy; enterprise

export; financing constraint



