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Economic policy uncertainty, political connection and enterprise
investment efficiency: Test results based on threshold effect

WANG Xiong, SU Binggian, REN Xiaohang
(School of Business, Central South University, Changsha 410083, China)

Abstract: Taking China's A-share listed companies in Shanghai and Shenzhen from 2004 to 2017 as the
research object, and adopting the panel threshold regression model, the study empirically analyzes the
threshold effect of economic policy uncertainty on investment efficiency, and discusses the impact of
political connections on the above-mentioned relationship. The results show that the impact of economic
policy uncertainty on investment efficiency presents an inverted U-shaped threshold effect of promoting first
and inhibiting then. The heterogeneity group test based on the regional institutional environment and the
nature of enterprise property rights finds that there is still a threshold effect between economic policy
uncertainty and investment efficiency, and that there is relatively huge difference between groups. Further
analysis finds that, within the low threshold range of economic policy uncertainty, there exist enterprises
with political connections, on whose investment efficiency the economic policy uncertainty exerts a more
striking effect, while within the high threshold range, the effect of political connections is not significant.

Key Words: economic policy uncertainty; political connections; investment efficiency; threshold

characteristics
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