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ABSTRACT

Using a large sample of Chinese A-share listed firms from 2010 to 2022, this
study examines how entrepreneurial spirit shapes strategic change and firm
performance, with a particular focus on differences between family and non-family
firms. We measure entrepreneurial spirit from firms’ annual-report MD&A
disclosures by combining an entrepreneurial spirit database with LLM-assisted text
analysis, and construct four dimensions: innovativeness, rule-of-law orientation,
social responsibility, and international vision. Strategic change is further
decomposed into market change, R&D change, and managerial change. Firm
financial performance is measured by net income (NI), earnings per share (EPS),
and total asset growth. Mediation analysis is employed to examine the transmission
mechanism of “entrepreneurial spirit—strategic change—financial performance.”

The results indicate that, in family firms, innovativeness significantly
promotes market, R&D, and managerial change; however, these changes exert
significantly negative short-term effects on NI and EPS, reflecting adjustment costs
associated with strategic reorientation and the characteristics of “protective change.”
Rule-of-law orientation significantly restrains R&D and managerial change, while
exerting robust positive direct effects on NI and EPS, suggesting that compliance-
oriented governance generates stable profitability. Social responsibility enhances
NI and EPS in the short term by suppressing R&D and managerial change,
reflecting a resource crowding-out effect between external reputation investments
and internal restructuring efforts. International orientation significantly inhibits
managerial change while improving EPS in the short run. Overall, influenced by
the logic of socioemotional wealth (SEW), family firms exhibit more incremental,
protective, and dualistic strategic behaviors when balancing family interests against
firm interests.

This study extends the multidimensional measurement of entrepreneurial spirit
in the Chinese context and uncovers the micro-level mechanisms through which
entrepreneurial spirit affects strategic change and firm performance, thereby

providing empirical evidence to inform transformation pathways and policy support



for family firms.

Keywords: entrepreneurial spirit; family firms; strategic change; text analysis;

financial performance
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