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Abstract: The appropriate financial system is needed to support the technological development of manufacturing enterprises. How does
our bank-leading financial system work? From the perspective of technology distance, a schumpeterian growth model was made to
explore the effect and mechanism of bank-leading financial system on technological progress of manufacturing enterprises, and an
empirical test was made by using the matching data of China Industrial Enterprise Database and City Database. It finds that
bank-leading financial system has a differential impact on the technological progress of manufacturing enterprises with different
technology distances. When enterprises are far from the technology frontier, bank-leading financial system has an obvious promoting
effect on their technological progress, but this effect will turn from positive to negative as enterprises approach the frontier. As the
manufacturing enterprises approach the frontier, the negative effect of Bank-leading on their technological progress appears earlier in
enterprises which are non-state-owned or lack of mortgage assets. In terms of the mechanism, when manufacturing enterprises are far
away from the technology frontier, bank-leading financial system can stimulate enterprises to innovate. However, as manufacturing
enterprises approach the frontier, bank-leading financial system cannot drive their technological progress through innovation. These
conclusion can help us deepening the structural reform of financial supply side and enhancing the effect of financial system on
manufacturing industry.

Keywords: bank-leading financial system; manufacturing enterprises; technological progress; technology distance
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