Effect Of Innovation on Productivity: A Case Study of Developing

Countries

Hadi Keshavarz™ | Reza Bakhshi?

1. Assistant Professor of Economics, Faculty of Business and Economics University of Persian Gulf, Bushehr, Iran.
(Corresponding Author) hd.keshavarz@pgu.ac.ir
2. MSc. Student Of economics, Faculty of Economic, University of Tehran, Tehran, Iran. re.bakhshi@ut.ac.ir

Article Info

ABSTRACT

Avrticle type:
Research Article

Article history:

Received: 11July 2023
Received in revised form:

3 November 2023

Accepted: 10 December 2023
Published online:

21 December 2023

Keywords:

Innovation ,

Productivity ,

Developing countries, Panel
data.

One of the important factors affecting productivity is innovation and
technological developments. In fact, innovation is necessary to increase
productivity, and the transformation of new ideas into new economic
solutions (new products, processes and services) is the basis of sustainable
competitive advantages for companies. The purpose of this study is to
investigate the relationship between innovation and productivity in
developing countries. For this purpose, panel data method has been used for
the period from 2011 to 2019. In this study, the variables of innovation,
productivity, frontier technology readiness index, general education costs,
production capacity index and GDP have been used. The results of the model
show that innovation has a positive and significant relationship with
productivity. The estimated parameter of innovation is equal to 16%, which
indicates that with a one percent increase in innovation, productivity
increases by 16%. Therefore, it is very important to pay attention to the
category of innovation for sustainable economic growth in developing
countries and to create fields that strengthen production, such as increasing
competition and improving quality through factors affecting innovation,
research and development, production and knowledge cooperation. Also,
technology readiness index, as a variable explaining the ability to create
welfare and jobs, as well as expressing the level of competitiveness of a
country, has a positive and significant effect on productivity. Paying attention
to the key variables affecting productivity requires a change from piecemeal
and short-term project-based interventions to coherent, economic and long-
term program-based approaches to remove binding development constraints.
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