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Abstract: By extending Romer’s endogenous technological progress model, the theoretical hypothesis of financial development
mechanism was concluded in this paper. Then according to the panel data of 31 provinces in China from 2004 to 2012, the empirical
study and verification of the hypothesis is conducted from perspectives of both static and dynamic manner. The results show that fi-
nancial efficiency, financial structure and financial scale all promote China’s industrial upgrading; the enhancing effect of financial
efficiency and financial scale continuously improves over time, while the enhancing effect of financial structure decreases unceasing-
ly; financial scale mainly promotes the industrial upgrading via research and development and the effect is decreasing; financial effi-
ciency mainly uses FDI technology spillover approaches to promote industrial upgrading and the effect is increasing; financial struc-
ture uses human capital accumulation approaches to promote industrial upgrading and the effect enhances.
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