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This slide deck was prepared for a talk at the 2022 FMA Doctoral Student Consortium, and it was
created to share my thoughts on exciting new areas in entrepreneurship, entrepreneurial finance,
and innovation where doctoral students can find new opportunities.

In Chinese, I am sharing this to抛砖引玉, which can be literally translated to “throw a brick to
attract jade”—what it really means to say is that I hope some of my potentially naive/immature
thoughts can get brighter minds to think about bigger and better ideas.

I thank Gordon Phillips for inviting me to give this talk. For insightful discussions when preparing
this talk, I thank Michael Ewens, David Robinson, and Ting Xu.

I also apologize for missing references to many exciting new work in the area due to the limit of
time and spaces.



Motivation Why Exciting (Some) Fundamental Questions Future Directions Concluding Remarks

What Do We Study?

I We study firm-level and economy-wide forces that determine productivity and growth
I Factors that affect innovation, patenting, entrepreneurship, and the creation of new firms
I Broader issues: the productivity effects of firms’ investment, the composition of the labor force

I This is a field where financial economists can contribute significantly
I Access to finance: financial constraints, unequal access, different securities, ...
I Incentives: contracting problems, non-pecuniary incentives, ...
I Financial intermediary: venture capital and private equity, small business lending ...
I Financial markets: efficient and inefficient responses to entrepreneurship and innovation, ...
I ...
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Plan for the Presentation

1. Why I am excited about the research field, and you should too!

2. Classic questions (very briefly)

3. Emerging questions and (potential) future directions
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Why Exciting
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Why Do I Find This Area Exciting?

Relevant, Interdisciplinary
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Relevant

I Look at why our life is what it is today...
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New Technologies
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Growth

FMA Doctoral Student Consortium Song Ma (Yale & NBER)



Motivation Why Exciting (Some) Fundamental Questions Future Directions Concluding Remarks

Growth

FMA Doctoral Student Consortium Song Ma (Yale & NBER)



Motivation Why Exciting (Some) Fundamental Questions Future Directions Concluding Remarks

For the Mankind
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Not Only Financial Economists Care About These Topics...

I But also
I labor economists
I IO economists
I macro economists
I marketing
I organizational behaviors
I business strategy
I policy makers
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(Some) Fundamental Questions
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Fundamental Questions

I Access to finance: financial constraints, different securities, capital allocation, ...
I Relaxing financial constraint (cash windfall, housing collateral, etc.), what happens...

I Financial incentives: contracting problems, non-pecuniary incentives, ...
I How should we design and value contracting terms in private market financing?...

I Financial intermediary: venture capital and private equity, ...
I Do VCs add value? Why?

I Financial markets: market responses to entrepreneurial firms and innovation, ...
I How do financial markets value and misvalue innovation and young firms?

I ...
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Future Directions
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(1) The Blurry Line: Startup-Incumbent Interactions

I Traditional paradigm: startups/entrepreneurs are studied as a “special” group
I How do startups operate and grow?
I How do VCs add value to startups?

I New directions: Startups interact with incumbents in complicated and interesting ways
I Through product market and labor market competition
I Through business collaboration such as innovation
I Through financing relationship
I ...
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Recent Work

Ma (2020, RFS) Ma, Murfin, Pratt (2022, JFE)
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(2) The Blurry Line: Public and Private Markets

I Traditional paradigm: private financing is small and independent from the public market
I Private market and public market are often studied separately
I “Event-study” style research design for VC and PE intervention

I New directions: Private equity is the “new normal;” interactions with public markets
I The “competition” and “complementarities” between private and public markets
I Firm and investor behaviors across private and public markets
I Financial regulation on privately held firms
I Market efficiency in a world with more active privately held firms
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Recent Work

Ewens and Farre-Mensa (2020, RFS) Iliev and Lowry (2020, JF)
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(3) Players Beyond Firms

I Traditional paradigm: firms have been the center of EFI related studies
I How do firms organize and finance R&D?
I What are the impacts of shareholders/managers/employees, etc.?

I New direction: Government, universities, funding agencies, etc.
I Firms are relatively simple organizations!
I R&D investments by government, universities, and others are tremendous and opaque
I Huge opportunities to think about “funding” the development of science
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Recent Work

Bai, Bernstein, Dev, Lerner (2022, WP) Azoulay, Graff-Zivin, Li, Sampat (2019, REStud)
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(4) A Behavioral Foundation

I Traditional paradigm: Rational framework; or vaguely framed behavioral forces
I The entrepreneurship risk and return “puzzle”
I Correlating entrepreneurship and innovation with some “behavioral factors”

I New direction: Borrow insights from the development of behavioral finance
I How do entrepreneurs and investors form their beliefs?
I Do entrepreneurs have different utility functions?
I Is there a way to find and correct biases in entrepreneurial investment?
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Recent Work

Hebert (2022, JF R&R) Astebro, Herz, Nanda, Weber (2014, JEP)
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(5) Modernized Entrepreneurial Finance and Innovation

I Traditional paradigm: The startup financing model from the 1980s...
I Venture capital and venture capitalist from the 1980s model
I Banks as the primary lenders

I New direction: New trends with the development of the field
I AI and ML in investment
I New VC models
I FinTech lenders
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Recent Work

Lyonnet and Stern (2022, WP) Gopal and Schnabl (2022, RFS)
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Some General Research Advice In This Field

1. Read broadly, observe carefully
I Papers from other fields
I More importantly, books, magazines, newspapers, anything interesting

2. Be obsessed with institutional details
I No classes teach institutional details; but you are expected to know them very well
I Do your analysis only after you know the data very well

3. Balance your research portfolio
I Some exciting projects are going to be long-term (e.g., 3-4 years before draft v1...)
I Balance with some more “standard” projects
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Concluding Remarks
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Concluding Remarks

I Entrepreneurship, entrepreneurial finance, and innovation is still a young exciting field
I New directions:

I Startups and incumbents interact with each other
I Private and public market boundaries are blurry
I Players beyond firms are equally important
I A behavioral foundation of entrepreneurial behaviors
I EFI in the modern era

I I look forward to seeing your exciting work!
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