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How Do Institutional Investors Affect TFP?

YU Chengyong, LI Haoxiang
(School of Accounting, Nanjing University of Finance and Economics, Nanjing 210023, China)

Abstract: As a leading force in the securities market, institutional investors play an active role in improving the total fac-
tor productivity of enterprises. Based on the theoretical deduction of the relationship between institutional investors and to-
tal factor productivity, using the data of A-share listed companies in Shanghai and Shenzhen from 2009 to 2017, the pa-
per finds that institutional shareholders have a significant role in promoting the total factor productivity of invested enter-
prises. And the stable institutional investors have a significantly stronger role in promoting total factor productivity than
transactional institutional investors. Further research finds that stable institutional investors can increase total factor pro-
ductivity by influencing financial redundancy and internal control, while transactional institutional investors have no di-
rect impact on total factor productivity, but can promote total factor productivity by affecting internal control levels.

Key Words: institutional investors; total factor productivity; financial redundancy; internal control level; innovation-

driven; capital market development; information asymmetry
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