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Abstract: Innovation is a key driver of modern economic growth, especially as economies navigate 

the challenges of globalization, technological change, and sustainability demands. In sectors such as 

agriculture and small and medium enterprises (SMEs), innovation plays a crucial role in enhancing 

productivity, ensuring food security, and supporting regional development. Case studies from Slovakia 

and Indonesia highlight distinct but related pathways through which innovation contributes to economic 

transformation. However, current literature lacks integrative analysis on how innovations both 

technological and institutional are operationalized across diverse sectors and contexts, and how they 

align with broader economic policies to stimulate inclusive growth. This study investigates how 

innovation development affects economic growth, focusing on the agricultural sector in Slovakia and 

SMEs in Makassar City, Indonesia, using mixed methods to assess economic indicators and stakeholder 

experiences. The findings show that innovation adoption significantly correlates with increases in GDP, 

productivity, and business sustainability. In both contexts, institutional support, technological capacity, 

and human capital were critical enablers. This research contributes a comparative, cross-sectoral 

perspective combining empirical data and stakeholder insights to bridge macroeconomic policy with 

micro-level innovation practices. The study informs innovation policy design by demonstrating the need 

for integrated support systems, particularly in resource-constrained settings. Future research should 

explore longitudinal impacts of innovation adoption and its role in achieving inclusive, resilient, and 

sustainable economic development. 
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INTRODUCTION 

Sustainable economic growth is increasingly dependent on innovation, especially in light of the fast 

pace of globalization, technological improvement, and changing market dynamics.  In order to boost 

productivity, improve competitiveness, and effectively address new issues including resource scarcity, 

labor market shifts, and environmental sustainability, countries all over the world give priority to 

innovation policy.  Given this, it is often acknowledged that innovation development and diffusion are 

important levers for improving economic performance, especially in vital industries like manufacturing, 

small and medium-sized businesses (SMEs), and agriculture [1].  

Numerous theoretical frameworks support the relationship between innovation and economic 

development. The endogenous growth theory, for instance, emphasizes that investment in human capital, 

innovation, and knowledge contributes significantly to economic growth from within an economy. Joseph 

Schumpeter’s theory of creative destruction further underscores how innovation disrupts outdated 
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industries and fosters dynamic cycles of growth. These theories align with recent empirical studies 

indicating that economies with robust innovation ecosystems characterized by strong R&D capacity, 

skilled labor, and supportive institutional frameworks tend to experience higher GDP growth and 

resilience. However, despite this theoretical clarity, the practical translation of innovation into economic 

productivity varies significantly across regions and sectors [2].  

There is a significant knowledge vacuum about the operationalization of innovation at the 

microeconomic level, especially in emerging and transitional economies.  The influence of open 

innovation on SMEs in Indonesia was studied by Surya et al., and agricultural innovation in Slovakia was 

studied by Sira and Pukala. However, these studies are context-specific and provide little advice on 

reproducible innovation tactics across various economic systems.  Furthermore, the synergistic role of 

institutional, social, and technological advances in improving productivity holistically is underrepresented 

in the majority of the work now in publication [3].  

To address this gap, the current study integrates mixed methods to assess how the development of 

innovations particularly in agriculture and SME ecosystems can drive sustainable economic growth. A 

longitudinal quantitative analysis was conducted using regression modeling to examine GDP contribution 

across innovation-adopting sectors. Qualitative data were gathered through stakeholder interviews and 

field surveys to evaluate the adoption environment, institutional support, and technological accessibility. 

This combination offers both macro-level insights and micro-level application narratives [4].  

The findings are expected to reveal that innovation adoption significantly correlates with improved 

productivity, employment creation, and regional economic resilience. The study aims to demonstrate that 

targeted innovation policies supported by infrastructure, education, and market access can create 

sustainable growth paths even in structurally disadvantaged regions. These implications hold relevance 

for policymakers, development institutions, and enterprise leaders seeking to align innovation strategies 

with broader socioeconomic objectives. 

METHOD 

The methodology applied in this study is grounded in a mixed-methods approach, drawing from 

both quantitative and qualitative insights, to explore the interconnection between innovation development 

and economic growth. Inspired by empirical studies conducted on agricultural innovation in the Slovak 

Republic and the productivity of SMEs in Indonesia, the research adopts a comparative framework 

integrating statistical modeling, field surveys, and stakeholder interviews. To analyze the impact of 

innovation on sectoral growth, key economic indicators such as GDP contribution, production output, and 

innovation adoption rates were examined over a 20-year period. Multiple regression analysis was 

employed to assess the dependence of economic performance on innovation variables, including 

technological adaptation, institutional support, and human capital enhancement. Complementary to the 

statistical findings, case studies from SMEs and agricultural enterprises were included to evaluate real-

world applications of innovation strategies, focusing on their contribution to productivity gains and 

sustainability. Surveys and structured interviews with business owners, policymakers, and innovation 

managers allowed the research to triangulate macroeconomic data with on-the-ground perspectives. Data 

collection instruments included questionnaires, digital records, and documentation sourced from 

government databases and academic repositories. The analytical process emphasized causality and 

correlation between innovation dynamics and economic outcomes, aiming to identify enabling conditions 

and barriers across sectors. This approach ensures that the findings are both quantitatively rigorous and 
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qualitatively rich, allowing the study to draw relevant conclusions about the transformative potential of 

innovation in fostering sustainable economic development. 

RESULTS AND DISCUSSION 

The study findings confirm a significant correlation between the development of innovations and 

measurable economic growth across sectors, particularly in agriculture and SMEs. Quantitative analysis 

utilizing multiple regression models revealed that innovation-related variables such as investment in 

technology, institutional efficiency, and human resource capacity contribute directly to increased GDP, 

production output, and employment generation. In the Slovak Republic’s agricultural sector, for example, 

the regression results demonstrated statistically significant relationships between gross crop/livestock 

output and national GDP indicators, confirming that innovation in production and resource management 

can act as a catalyst for economic transformation. Similarly, in the context of Makassar City, Indonesia, 

SMEs that adopted digital innovations, modern marketing tools, and capacity-building programs exhibited 

marked improvements in business stability, competitiveness, and product diversification [5].  

The discussion is framed within the broader context of endogenous growth theory and innovation 

systems theory. The former emphasizes that long-term growth results from knowledge accumulation and 

human capital, while the latter underlines the systemic nature of innovation that spans institutions, 

regulations, and social dynamics. The findings align with these frameworks, confirming that innovation 

does not occur in isolation but requires supportive policy environments, responsive governance, and 

infrastructure readiness. However, practical barriers persist. Despite policy efforts, many SMEs face 

persistent challenges in accessing finance, adopting technology, and integrating into broader innovation 

ecosystems. Likewise, in agriculture, innovation adoption remains uneven due to climatic 

unpredictability, limited education, and institutional inertia [6].  

A critical knowledge gap uncovered in this research concerns the fragmented nature of innovation 

implementation. While macroeconomic policies may promote innovation, their translation at the firm or 

community level is inconsistent. There is insufficient integration between research institutions, 

businesses, and government support mechanisms. Additionally, few studies have systematically evaluated 

the co-evolutionary dynamics of technological, social, and environmental innovations within economic 

development models. The existing literature is also limited in its comparative scope, rarely synthesizing 

cross-country or cross-sectoral patterns that could yield more generalizable models for innovation-driven 

growth. By providing a dual-case view from both developed (Slovakia) and developing (Indonesia) 

contexts, this research practically helps by demonstrating how contextual factors influence innovation 

outcomes.   

Additionally, it supports the idea that inclusive innovation that is sensitive to local socioeconomic 

circumstances can lessen regional inequities and encourage entrepreneurship at the grassroots level.  

Interventions that improve digital infrastructure, streamline corporate licensing, and promote cross-

sectoral cooperation are essential from a policy perspective. Further research should focus on longitudinal 

studies tracking the lifecycle of innovation adoption and its economic impacts. There is a need for 

interdisciplinary inquiry that bridges technological forecasting, behavioral economics, and institutional 

analysis. Future work should also investigate how environmental sustainability goals can be harmonized 

with innovation-led growth models, particularly in the face of climate change and global supply chain 

disruptions. Building a more resilient and equitable innovation economy requires continuous empirical 

validation and adaptive governance mechanisms tailored to diverse development stages. 

CONCLUSION 
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The findings of this study underscore the pivotal role that innovation particularly technological, 

institutional, and organizational plays in driving economic growth in both agricultural and SME sectors. 

Evidence from Slovakia and Indonesia demonstrates that strategic adoption of innovation correlates 

positively with increased productivity, enhanced competitiveness, and sustainable development. 

Specifically, innovations in crop and livestock production, digital tools in SMEs, and supportive policy 

frameworks significantly contribute to GDP growth and employment. These results affirm the relevance 

of endogenous growth theory and innovation systems frameworks, emphasizing that a robust innovation 

ecosystem requires coordinated policy, institutional support, and capacity development. The ramifications 

are extensive: innovation must be included into both national strategies and local development initiatives 

for economies to continue to be resilient and inclusive.  However, significant obstacles include uneven 

access to innovation, a lack of funding sources, and shaky institutional ties underscore the necessity of 

more thorough stakeholder integration across industries.  In light of global disruptions and technological 

advancements, future research should focus on comparative and longitudinal studies that investigate the 

effects of multifaceted innovation on regional disparities, sustainability goals, and inclusive growth. 
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