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Does bank credit expansion help to upgrade manufacturing?

An answer based on the mediation effect of R&D innovation

ZHANG Ping CHEN Qianwen
( School of Finance Shanghai University of Finance and Economics Shanghai 200433  China)

Abstract: Bank credit is the main financing channel for manufacturing enterprises and bank credit expansion plays an
important role in supporting manufacturing upgrades. Based on the global panel data of 82 countries from 2001 to 2018 this
paper examines the impact of bank credit expansion on manufacturing enterprise upgrades and explores the impact path
between them from the perspective of R&D innovation. The results show that bank credit expansion can significantly promote
upgrades to manufacturing. But the pace of manufacturing upgrading has slowed as bank credit has expanded. This conclusion
is still significant after a series of robustness tests and endogenous analysis. Furthermore path analysis shows that bank credit
expansion promotes manufacturing upgrades by increasing enterprises” investment in R&D innovation. In addition in the
heterogeneity analysis this paper finds that the effect of bank credit expansion on manufacturing upgrading varies according to
the different types of financial markets information technology levels and service industry development levels involved. This
article reveals the acting path of “bank credit expansion — R&D innovation improvement — manufacturing upgrading”  and
shows that bank credit plays an immeasurable role in promoting upgrades to manufacturing enterprises. This is of great
significance to the upgrading of China’s manufacturing industry.

Key words: bank credit expansion; manufacturing upgrading; R&D innovation; financing constraints; resource

allocation; intermediation effect



