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This research econometrically investigates whether financial
intermediation path effectively financing investment by firms for their innovation varies according
to quality of institutions faced by firms. As a result, it is found that each importance of internal

finance, equity finance, bank loans, or trade credit varies according to quality of institutions
such as protection of property right and contract enforcement.
Besides, this research finds that making human capital investment after innovation inputs such as
R&D investment is effective for firms to efficiently produce innovation outputs from innovation

inputs.
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