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The Influence and Mechanism of Inclusive Finance on Technology Innovation of

Enterprises in Chinese Path to Modernization

Qian Huixiong An Tonglian
(Institute of Economics, Jiangsu Provincial Academy of Social Sciences,
Nanjing 210004, P.R.China;
Business School, Nanjing University, Nanjing 210093, P.R.China)

Abstract: Realizing high level scientific and technological self-reliance is the inherent requirement for
Chinese path to modernization. The more inclusive financial support system is a necessary condition
for modern complex technological innovation. However, the widespread financial exclusion is
holding back economic growth and technology innovation in the world. In order to lessen and
eradicate the impediment of financial exclusion, many countries, including China are trying hard to
build inclusive finance systems. In vertical innovation framework, this paper builds an innovation
model. The heterogeneous distribution of innovator’s innovation ability, the heterogeneous
distribution of innovator’ s uncommitted assets, and parameters of inclusive finance are introduced
into this model in order to systematically explain the influence mechanism of inclusive finance to
technology innovation. Based on theoretical analysis, this paper uses provincial panel data of China
to test whether the promoting effect exists and the transmission channel is unobstructed. The result
shows that inclusive finance can significantly stimulate technology innovation in theory. The
promoting effect is realized through relieving finance constraint, lowering finance cost, and back-
flowing human capital. In practice, inclusive finance in China can boost technology innovation,
however, it cannot significantly lower the finance cost in China, and the three mechanisms are
basically unimpeded. In the future, the government should continue to construct inclusive finance in
multi-dimension, utilize inclusive finance to optimize innovation ecology, and cultivate diverse
innovation principal and innovation net to support “mass entrepreneurship and mass innovation”.
The government should also employ inclusive finance strategies to establish a robust financial
infrastructure, with the ultimate goal of achieving a powerful financial sector that can contribute to
the development of a robust science and technology sector.

Keywords: Chinese path to modernization; Inclusive finance; Technology innovation; Finance

constraint; Human capital backflow
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