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Economic Policy Uncertainty and Corporate Fraud
LU Chao WANG Chen

(School of Economics and Management +Beijing Jiaotong University ,Beijing 100044 ,China)

Abstract: The influential factors of corporate fraud have always been one of the focus of the theoreti-
cal and practical areas.Using the sample of A-share listed companies in the Shanghai and Shenzhen
Stock Exchange from 2010 to 2019, this paper empirically tests the impact of economic policy uncer-
tainty on corporate fraud and its influence mechanism.The results indicate that when the economic
policy uncertainty is higher, the company has a higher tendency and frequency of participating in
fraudulent practices. The paths of economic policy uncertainty affecting corporate fraud are to inten-
sify corporate financing constraints,increase pressures on corporate performance decline and reduce
supervision levels of institutional investors. Additional tests show that the positive relationship be-
tween economic policy uncertainty and corporate fraud is more significant in companies with poor
internal control quality, low product market competition, non-state-owned ultimate controls, and
more radical managers.From a macro perspective, this paper enriches relevant research on economic
policy uncertainty and corporate fraud and provides new clues and evidence for curbing corporate
fraud.

Key words: Economic Policy Uncertainty; Corporate Fraud; Fraud Triangle; Corporate Governance
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