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Abstract:
The study aimed at identifying the effect of innovation on economic growth in
developing countries, relying on it determinants, namely fixed capital formation,
labor force, trade openness and the global innovation index (Gll). The study
relied on panel data for 32 developing countries covering the period (2011-
2018). The FMOLS methodology was adopted to estimate the relationships
between the above Mentioned variables. The study disclosed a positive and
statistically significant relationship between economic growth and each of fixed
capital formation, labor force and the global innovation index (Gll). However,
trade openness was statistically insignificant. The reached several conclusion
regarding the efficiency of innovation to enhance growth such as, creating a
suitable environment for institutions to work in, enhancing the effectiveness of
education, increasing expenditure on scientific research, optimal investment in
human capital, freeing markets, encouraging the increase in the size of business
and innovation output also . The study recommended that developing countries
should focus intensely on translating innovation policies into national strategies,
which can have a positive effect on economic growth.
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T Decision
. exogenous T Decision in level | statistic Prob in first
variables Method prob
variable statistic 5% difference
5%
Levin, Lin & Chu -0.02445 | 0.4902 | Non-stationary | -12.0863 | 0.0000 | stationary
Im, Pesaran and Shin W- 4.29056 | 1.0000 -2.74103 | 0.0031
Non-stationary stationary
P intercept stat
ADF - Fisher Chi-square 45.4082 | 0.9621 | Non-stationary 106.574 | 0.0007 | stationary
PP - Fisher Chi-square 50.6254 | 0.8880 | Non-stationary 129.877 | 0.0000 | stationary
Levin, Lin&Chu -41.1285 | 0.0000 | stationary
Im, Pesaran and Shin W- -2.38230 | 0.0086
stationary
Gll intercept stat
ADF - Fisher Chi-square 68.0920 | 0.3398 | Non-stationary 140.983 | 0.0000 | stationary
PP - Fisher Chi-square 108.693 | 0.0004 | Non-stationary | -39.5740 | 0.0000 | stationary
Levin, Lin&Chu 3.70318 | 0.9999 | Non-stationary | -39.5740 | 0.0000 | stationary
Im, Pesaran and Shin W- 3.70318 | 0.9999 | Non-stationary | -6.91814 | 0.0000 "
stationary
K intercept stat
ADF - Fisher Chi-square 43.4858 | 0.9769 | Non-stationary 112.091 | 0.0002 | stationary
PP - Fisher Chi-square 28.5258 | 1.0000 | Non-stationary 126.967 | 0.0000 | stationary
Levin, Lin&Chu 6.40677 | 1.0000 | Non-stationary | -8.43794 | 0.0000 | stationary
Im, Pesaran and Shin W- 3.39552 | 0.9997 -3.73928 | 0.0001 )
stationary
L intercept stat
ADF - Fisher Chi-square 47.7718 | 0.9354 122.058 | 0.0000 | stationary
PP - Fisher Chi-square 75.3241 | 0.1573 168.024 | 0.0000 | stationary
Levin, Lin&Chu 1.86079- | 0.0314 | stationary
Im, Pesaran and Shin W- 0.93067 | 0.8240 -3.51913 | 0.0002 X
: stationary
T intercept stat
ADF - Fisher Chi-square 57.0830 | 0.7175 104.887 | 0.0010 | stationary
PP - Fisher Chi-square 58.4491 | 0.6723 117.538 | 0.0001 | stationary
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Method: Panel Fully Modified Least Squares (FMOLS)
Date: 02/20/20 Time: 01:37
Sample (adjusted): 2012 2018
Periods included: 7
Cross-sections included: 32
Total panel (balanced) observations: 224
Panel method: Grouped estimation
Cointegrating equation deterministics: C
Long-run covariance estimates (Bartlett kernel, Newey-West fixed
bandwidth)

Variable Coefficient Std. Error  t-Statistic  Prob.

LNGII 0.112356 0.047060 2.387515 0.0180
LNK 0.224041 0.019789 11.32176 0.0000
LNL 0.242782 0.100636 2.412470 0.0168
LNT 0.008662 0.050283 0.172276 0.8634
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