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Financing Cost Resource Misallocation and Total Factor Productivity of Enterprises
Shen Shuo Li Xuesong Dang Lin

Abstract: This paper explores the relationship between the financing costs of various provinces in
China and the total factor productivity of enterprises proposes the mechanism of the impact of the reduc—
tion of financing costs on the improvement of TFP of enterprises and conducts empirical research. The
research found that there is a significant negative correlation between financing costs and corporate TFP.
After using the number of provincial bank headquarters in China in 1936 as the instrumental variable of cor—
porate financing costs to solve the endogenous problem the core conclusion of this paper is still stable.
Further analysis of the impact mechanism shows that the financing cost mainly affects the enterprise TFP
through the impact of resource misallocation. The paper also analyzes the differences in the nature scale
industry attributes and identification of zombie enterprises. The research conclusion of this paper provides a
reference for improving the ability of financial services to the real economy in the process of China’ s finan—
cial reform and realizing the financial “remove virtual to real”.

Keywords: Financing cost; Resource misallocation; Total factor productivity; Mediating effects
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