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Can Entrepreneurship Improve Total Factor Productivity:
Empirical Evidence from Chinese A-Share Listed Companies

ZHU Dan, LIANG Zihuan

(Faculty of Applied Economics, University of Chinese Academy of Social Sciences, Beijing 102488, China)

Summary: Entrepreneurship is an extremely scarce social resource and a key driver of firm expansion and high-quality
development. Against the backdrop of high-quality development and the development of new quality productive forces,
entrepreneurship, as an important endogenous force underpinning firms’ strategic optimization and resource reallocation,
plays a critical role in firm development. However, most existing studies examine the determinants of firms’ total factor
productivity (TFP) from the perspectives of external institutions and policy environments, paying limited attention to the
traits of internal decision-makers as an endogenous source of productivity growth. A systematic investigation into whether
and how entrepreneurship affects firms’ TFP is therefore of considerable theoretical and practical significance.

Using a sample of Chinese A-share listed companies from 2012 to 2023, this paper measures entrepreneurship with a
residual-based approach and employs a two-way fixed effects model to empirically examine its impact on firms’ TFP and the
underlying mechanisms. It reveals that entrepreneurship significantly raises firms’ TFP, and this conclusion holds after
instrumental variable estimation, propensity score matching, and a battery of robustness checks. Mechanism analysis shows
that entrepreneurship improves firms’ TFP by alleviating managerial myopia, recognizing market growth prospects, and
strengthening corporate risk-taking, whereas economic policy uncertainty significantly weakens this positive effect.
Heterogeneity analysis indicates that the positive effect of entrepreneurship is relatively weaker for firms facing tight
financing constraints or severe resource misallocation and for those in high-tech industries, but more pronounced in highly
competitive industries. Further analysis reveals that entrepreneurship significantly stimulates corporate merger, acquisition,
and restructuring activities, providing a micro-level channel through which external integration improves resource
allocation. These findings shed light on the mechanisms and boundary conditions through which entrepreneurship enhances
firms’ TFP, and offer empirical support for improving institutional arrangements, optimizing resource allocation.

This paper makes three main contributions. First, it extends research on the relationship between entrepreneurship
and high-quality corporate development by examining how this latent managerial trait shapes firms’ TFP, thereby enriching
the behavioral strategy literature on the economic consequences of entrepreneurship. Second, it deepens the micro-level
explanation of how firms’ TFP is affected, showing that entrepreneurship improves resource allocation and operational
efficiency by alleviating managerial myopia, recognizing market growth prospects, and strengthening risk-taking, which
offers a new perspective on the determinants of firms’ TFP. Third, it advances research on the contextual constraints and
boundary conditions of high-quality corporate development by identifying heterogeneous effects of entrepreneurship across
financing constraints, industry competition, resource misallocation, and industry technological attributes, and by introducing
economic policy uncertainty as a contextual moderator, thereby broadening the situational analysis of entrepreneurship
research.

Key words: entrepreneurship; total factor productivity; economic policy uncertainty; merger and acquisition
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