
121 Page 121-125 © MANTECH PUBLICATIONS 2024. All Rights Reserved 

Journal of Applied Business, Economics and Strategic Management 

                                   Volume 7, Issue 3, September-December 2024 

 

 
 
 
 
 

 

 

The Role of Innovation and Entrepreneurship in Driving 

Economic Growth 

 
Dr. Sameer Khanna 

Professor 

Department of Business Studies 

Indian Institute of Management, Lucknow, India 

Email: sameer.khanna@iiml.ac.in 

 

 
Ms. Laura Thompson 

Research Fellow 

School of Economics and Business 

University of Sydney, Australia 

Email: laura.thompson@sydney.edu.au 

 
 

Abstract 

Innovation and entrepreneurship play a pivotal role in driving economic 

growth by fostering new business ventures, creating employment 

opportunities, enhancing productivity, and promoting technological 

advancement. This paper explores the relationship between innovation, 

entrepreneurship, and economic development, highlighting key 

mechanisms through which entrepreneurial activities stimulate growth. 

The study examines case studies of successful startups, policies 

supporting entrepreneurship, and innovation ecosystems that catalyze 

regional and national economic expansion. Challenges such as funding 

constraints, regulatory barriers, and market uncertainties are also 

discussed. The research concludes that a robust culture of innovation and 

entrepreneurship is essential for sustainable economic progress in the 

modern global economy. 
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INTRODUCTION 

 
Innovation and entrepreneurship are critical drivers of economic development, enabling 

countries to enhance competitiveness, productivity, and employment opportunities. 

Entrepreneurs identify market gaps, introduce new products and services, and leverage 

technological advancements to create value. Innovation complements entrepreneurship 

by providing novel solutions and processes that increase efficiency and market appeal. 

THEORETICAL PERSPECTIVES 

 
The Schumpeterian theory emphasizes the role of entrepreneurs as agents of creative 

destruction, introducing innovations that disrupt traditional industries and spur economic 

growth. Endogenous growth theory highlights how knowledge creation, innovation, and 

human capital investments contribute to long-term economic expansion. Innovation 

ecosystems, including incubators, accelerators, research institutions, and supportive 

government policies, are critical in facilitating entrepreneurial activities. 

APPLICATIONS IN BUSINESS AND ECONOMY 

 
Entrepreneurship and innovation manifest across multiple dimensions: 

 
1. Startup Creation – Launching new ventures that address unmet market needs. 

 
2. Technological Advancement – Adoption of cutting-edge technology to improve 

products and processes. 

3. Employment Generation – New businesses create jobs, reducing unemployment 

rates. 
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4. Regional Development – Innovation hubs promote economic clustering and 

knowledge sharing. 

5. Global Competitiveness– Innovative products and services enhance international 

trade and investment opportunities. 

IMPACT ON ECONOMIC GROWTH 

 
Entrepreneurial activities contribute to GDP growth, export expansion, and industrial 

diversification. Small and medium enterprises (SMEs) often act as engines of  

innovation, particularly in emerging economies. By leveraging research  and 

development (R&D) investments, entrepreneurs accelerate technological diffusion and 

productivity improvements across sectors. 

CHALLENGES IN PROMOTING ENTREPRENEURSHIP 

 
Despite benefits, fostering entrepreneurship faces obstacles: 

 
1. Access to Finance– Startups often struggle to secure capital from investors or 

financial institutions. 

2. Regulatory Barriers– Complex procedures and taxation hinder business formation. 

 
3. Market Uncertainties – Unpredictable demand and competitive pressures increase 

risks. 

4. Skill Gaps– Entrepreneurs may lack managerial or technical expertise necessary for 

scaling ventures. 

CASE STUDIES 

 
1. Airbnb leveraged technological innovation to disrupt the hospitality industry, creating 

global economic impact and employment. 

2. Paytm in India transformed digital payments, facilitating financial inclusion and 

business growth. 
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3. SpaceX innovated in aerospace, reducing costs and generating new market 

opportunities. 

4. Grab in Southeast Asia provided integrated mobility solutions, stimulating regional 

entrepreneurship ecosystems. 

TABLES 

 
The following table illustrates key innovation and entrepreneurship drivers and their 

impact on economic growth. 

CONCLUSION 

 
Innovation and entrepreneurship are indispensable for sustainable economic growth. 

They stimulate business creation, technological progress, and job generation. Policy 

interventions, education, and financial support are essential to nurture entrepreneurial 

ecosystems. Governments, academic institutions, and private sector collaboration 

facilitate innovation-driven growth. By embracing innovation and entrepreneurship 

strategically, nations can enhance competitiveness, promote regional development, and 

achieve long-term economic resilience. 

 

Driver Impact on Economic Growth 

Startup Creation New business formation, employment, GDP 

contribution 

Technological Innovation Improved productivity, competitive 

advantage 

Policy Support Facilitates entrepreneurship, reduces barriers 

Innovation Ecosystems Knowledge sharing, regional development, 

investment attraction 
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