TABLE 1: Definition of Variables
	Variable 
	Definition
	Source of Data

	Costs
	Selling, general and administrative costs of firms in INR millions
	CMIE ProwessIQ Database

	Sales
	Total sales revenue earned by a firm in INR millions
	CMIE ProwessIQ Database

	GPR
	Annualised GPR Index (Caldara and lacoviello, 2022) for India 
	https://www.matteoiacoviello.com/gpr.htm.


	EPU
	Annualised BBD Index (Baker et al., 2016) for India
	https://www.policyuncertainty.com/india_monthly.html.


	FSI
	Annualised FSI (Park and Mercado, 2014) for India
	https://aric.adb.org/database/fsi.


	Profitability
	Return on total assets, calculated as EBIT/ Total assets in percent
	CMIE ProwessIQ Database

	Liquidity
	(Current assets- Current liabilities)/ Total assets
	CMIE ProwessIQ Database

	Tangibility
	Net fixed assets/ Total assets
	CMIE ProwessIQ Database

	Leverage
	Long term borrowing/ Total assets
	CMIE ProwessIQ Database

	Sizes
	Natural log of total assets
	CMIE ProwessIQ Database


Note: The definition of variables employed in this study is presented in this table. INR stands for Indian Rupees. 

TABLE 2: Summary Statistics
	Variables
	Mean
	Std. dev.
(overall)
	Std. dev.
(between)
	Std. dev.
(within)

	Costs
	2,598.149
	11,271.850
	10577.070
	3907.832

	Sales
	19,232.510
	65,376.980
	63780.920
	14472.430

	GPR
	0.165
	0.029
	0.000
	0.029

	EPU
	103.181
	39.412
	0.000
	39.412

	FSI
	-0.547
	1.060
	0.000
	1.060

	Profitability
	2.857
	6.999
	5.794
	6.017

	Liquidity
	0.083
	0.202
	0.192
	0.133

	Tangibility
	0.340
	0.188
	0.171
	0.079

	Leverage
	0.151
	0.162
	0.298
	0.198

	Size
	8.197
	1.958
	1.961
	0.345


Note: The information presented in the table gives the panel descriptive statistics of the winsorized variables employed in the study. 

TABLE 3: Correlation Matrix
	Variables
	Costs
	Sales
	GPR
	EPU
	FSI
	Profitability
	Liquidity
	Tangibility
	Leverage
	Size

	Costs
	1
	
	
	
	
	
	
	
	
	

	Sales
	0.744
	1
	
	
	
	
	
	
	
	

	GPR
	0
	0.016
	1
	
	
	
	
	
	
	

	EPU
	-0.019
	-0.033
	-0.168
	1
	
	
	
	
	
	

	FSI
	-0.01
	-0.002
	0.005
	0.535
	1
	
	
	
	
	

	Profitability
	0.126
	0.112
	0.033
	0.079
	0.04
	1
	
	
	
	

	Liquidity
	0
	-0.041
	0.038
	-0.005
	0.019
	0.383
	1
	
	
	

	Tangibility
	-0.06
	-0.027
	-0.024
	0.019
	-0.002
	-0.081
	-0.465
	1
	
	

	Leverage
	-0.06
	-0.017
	-0.063
	0.062
	-0.008
	-0.36
	-0.296
	0.339
	1
	

	Size
	0.415
	0.557
	0.048
	-0.081
	-0.005
	0.119
	-0.119
	0.007
	-0.004
	1


Note: The data in this table displays the relationship between variables that were analyzed in this study.
TABLE 4: RESULTS AND DISCUSSION
	Variables
	Coefficient
	FE Estimate of ∆log(Costsit)

1
	FE Estimate of ∆log(Costsit)

2
	FE Estimate of ∆log(Costsit)

3

	Constant
	α
	0.016 (0.010)
	-0.139 (0.325)
	-0.107 (0.324)

	∆log(Salesit)
	β1
	0.671 (0.064)***
	0.640 (0.066)***
	0.640 (0.065)***

	Dec_Dummy X ∆log(Salesit)
	β2
	-0.242 (0.140)*
	-0.282 (0.134)**
	-0.279 (0.134)**

	GPR_Dummy X ∆log(Salesit)
	β3
	-0.376 (0.094)***
	-0.375 (0.104)***
	-0.519 (0.127)***

	GPR_Dummy X Dec_Dummy X ∆log(Salesit)
	β4
	0.377 (0.190)**
	0.449 (0.204)**
	0.412 (0.229)*

	log(EPU)t
	β5
	
	0.121 (0.027)***
	0.119 (0.027)***

	FSIt
	β6
	
	-0.042 (0.009)***
	-0.042 (0.009)***

	Profitability
	β7
	
	0.005 (0.001)***
	0.005 (0.001)***

	Liquidity
	β8
	
	-0.022 (0.077)
	-0.033 (0.077)

	Tangibility
	β9
	
	-0.151 (0.095)
	-0.157 (0.095)*

	Leverage
	β10
	
	0.121 (0.083)
	0.100 (0.085)

	Size
	β11
	
	-0.048 (0.028)*
	-0.050 (0.028)*

	Lev_Dummy X GPR_Dummy X ∆log(Salesit)
	β12
	
	
	0.425 (0.144)***

	Lev_Dummy X GPR_Dummy X Dec_Dummy X ∆log(Salesit)
	β13
	
	
	-0.005 (0.293)

	Firm fixed effects
	
	Yes
	Yes
	Yes

	Industry fixed effects
	
	Yes
	Yes
	Yes

	
	
	
	
	

	Observations
	
	11,180 firm-year observations
	11,180 firm-year observations
	11,180 firm-year observation

	R-squared
	
	0.1025***
	0.1107***
	0.1136***



TABLE 5: Scenario Analysis
	GPR
	Sub-sample analysis
	Sales
	Coefficients
	Impact on costs

	Decrease
	No
	1% increase
	β1
	0.640% increase

	Decrease
	No
	1% decrease
	β1+β2
	0.358% decrease

	Increase
	No
	1% increase
	β1+β3
	0.265% increase

	Increase
	No
	1% decrease
	β1+β2+β3+β4
	0.432% increase

	Increase
	Yes
	1% increase
	β1+β3+β12
	0.546% increase

	Increase
	Yes
	1% decrease
	β1+β2+β3+β4+β12+β13
	0.679% decrease


Note: This table illustrates different scenarios depicting the influence of GPR on the cost patterns of companies.

























































































































































