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Abstract

In recent decades, the relationship between smart technology and economic growth of countries has increased greatly, and
countries with higher technology and more knowledge have been able to increase their economic growth by increasing
financial development. Therefore, this study will examine the mutual effects of smart technology and financial development on
the economic growth of 15 developing countries in the OPEC and Middle East. The data of this study is in the form of a panel
and for the years 2000 to 2021. In this study, the modified least squares method and dynamic least squares were used to
estimate the model. The results of the research show that in the long run, inflation has a negative effect on economic growth,
but smart technology and financial development have a positive and significant effect on economic growth. This is while trade
has no significant effect on the economic growth of the selected countries. Using the Granger causality relationship, it was
determined that in the short run, smart technology and financial development have an effect on economic growth, and the
relationship between smart technology and growth is two-way, while the relationship between growth and financial
development is a one-way relationship. Also, in the long run, smart technology and financial development have an effect on
economic growth. Therefore, governments investing in technology will lead to greater financial development and ultimately
greater economic growth in the short and long term.

Keywords: Generalized least squares (FMOLS), Dynamic least squares (DOLS), Middle East, OPEC.
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The Interaction between Smart Technology and Financial Development on Economic Growth in «
Developing Countries

Extended Abstract

Introduction

Financial development has been mentioned as one of the most important factors of economic growth in many studies. This
issue is multifaceted and considers not only the development in the banking sector but also non-banking services such as stocks
and monetary policies and the openness of the financial sector. Financial services reduce transaction costs, reduce risk,
improve information collection and lead to optimal allocation of resources, and thus contribute significantly to economic
growth. Existing studies have only focused on the relationship between smart technology on economic growth and financial
development on economic growth and have not examined the effects of all of them on each other. On the other hand, their
mutual effects have not been examined in previous studies. Therefore, the aim of the present study is to examine the dynamic
causal relationship between technological changes. Therefore, using panel data and using financial development data, the
short-term and long-term effects of technological development and economic growth as well as financial development will be
examined for 15 developing countries in the Middle East and OPEC members.

Methodology

To test the research hypotheses, the study used panel data for APEC member countries. Developing APEC member countries
and the Middle East include Algeria, Iran, Bahrain, Jordan, Kuwait, Lebanon, Libya, Oman, Pakistan, Qatar, Saudi Arabia,
Syria, Turkey, the United Arab Emirates, and Yemen. The study variables include fixed GDP per capita, which indicates
economic growth, the financial development index based on IMF data, and technology from World Bank statistics. Table 1
shows the variables studied. Inflation and the degree of trade openness will also be used as control variables and to eliminate
model bias. It can be said that countries whose markets are open to the world will grow faster, their productivity will be higher,
and their technological development will be greater. The greater the technological development, the more investment will
occur in the economy, and as a result, economic growth will be greater.

Findings

The results of the study show that in the long run, inflation has a negative effect on economic growth, but smart technology
and financial development have a positive and significant effect on economic growth. This is while trade has no significant
effect on the economic growth of the selected countries. Using the Granger causality relationship, it was found that in the short
run, smart technology and financial development have an effect on economic growth, and the relationship between smart
technology and growth is two-way, while the relationship between growth and financial development is a one-way
relationship. Also, in the long run, smart technology and financial development have an effect on economic growth. Therefore,
governments will lead to greater financial development and ultimately greater economic growth in the short and long term by
investing in technology.

Discussion and Conclusion

In this study, the relationship between smart technology, financial development, and economic growth was examined for 15
selected developing countries from 2000 to 2021 using panel data. The results of the study showed that in the vector error
correction model, financial development and smart technology had an effect on economic growth in the long run, and in the
short run, there was a bidirectional relationship between economic growth and technological changes, but this relationship was

not bidirectional for economic growth and financial development in the short run, and only financial development had an effect
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on economic growth, which is consistent with Patrick's theory. The results also show that smart technology (number of mobile
»phones, internet, satellites, and others) is very important for financial development and will lead to short-term and long-term

economic growth in developing countries in the Middle East. These results are very useful for policymakers and researchers

because they clearly show the relationship between economic growth, financial development, and technological changes. With

the use of advanced technologies by developing countries, these countries can have more connections with the world, have

more trade, and receive information from other countries. This factor, along with increased banking connections and financial

development between other countries, can lead to increased income and gross domestic product, and as a result, economic

growth in these countries. The more people use financial services, the greater the economic growth will be, and this is also

possible with the Internet, mobile phones, and advanced technologies. Finally, it can be said that in order to have long-term

economic growth, sufficient and appropriate investment should be made in new technologies and, by increasing financial

development, wealth should be distributed favorably among individuals in countries.

Keywords: Generalized least squares (FMOLS), Dynamic least squares (DOLS), Middle East, OPEC.
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