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[Abstract] With the framework of knowledge production

function this essay analyzes the influence of financial develop—

ment on regional innovation capability by using the dynamic pan—
el model with balanced panel data of 30 provincial level units
from 2000 —2012 in China. The empirical results show that both
financial scale and financial efficiency significantly promote re—
gional innovation capability and that is to say financial devel-
opment has a positive effect on regional innovation capability. It
is also proved that the innovative effect of R&D capital input sur—
pass that of R&D personnel input and that the process of inno—
vative output shows the characteristics of decreasing returns to
scale. Therefore it needs to intensify the reform of financial
system and improve the financial system. That could effectively
ease the financing constraints faced by the enterprises especial—
ly small and medium — sized enterprises enhance the success
probability of technological innovation and promote the regional
innovation capability.
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