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ABSTRACT

Today, the relationship between science and technology is one of mutual interaction, with technology 
developing on the basis of science, and developing technology opening up new fields of science, which 
in turn play a driving role in new technologies and innovative activities. The decisive role of science and 
technology in the process of economic development increases day by day and it is seen that all countries 
are in an increasingly intense search for science and technology policy. In the rapidly globalizing world 
economy, countries’ conscious efforts and policy-making searches are intensifying on scientific and 
technological advances, which are among the main factors determining the competitive advantage of 
nations. In this study, the impact of digitalization on innovation for Euro Area countries is determined 
using panel regression. As a result of the analysis, it was determined that digitalization indicators have 
a statistically significant positive relationship on innovation.

INTRODUCTION

Changing world conditions with globalization have caused countries to focus on various marketing, 
innovation and digitalization efforts to sustain their competitive position, while the current competitive 
race has reached a more challenging level with the development of technology.

The introduction of the Internet into our lives and its use in every field from communication to trade 
has abstracted the concept of borders from the concept of borders and transformed the restricted market 
areas into a global marketplace (Gerguri-Rashiti et al., 2017). This has led to increased diversity and 
alternatives for both suppliers and customers. On the other hand, competition conditions have become 
tougher and customer demands have become more variable and diverse. Under all these conditions, busi-
nesses found the solution in sustainable and innovative approaches in order to meet the rapidly changing 
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demands of customers and not to fall behind in the competitive race in the market by developing existing 
competencies and resources without losing their advantages (Giesen et al., 2010:18).

The concept of innovation should be considered not only as a physical or qualitative change, de-
velopment or improvement of a product, but also as a means of process improvement (Rogers, 2008). 
The improvements we have made in the way we do business in order to facilitate business processes by 
establishing a new and different working system in the flow in which we carry out our business pro-
cesses are examples of minimal innovation efforts carried out on an individual basis. On a larger scale, 
streamlining processes is not the only benefit (Chandrashekar & Bala Subrahmanya, 2017). In addition 
to this benefit; creating added value for the customer provides significant benefits for businesses in terms 
of efficiency, effectiveness, performance improvement and profitability.

Therefore, having an innovative approach will provide businesses with vision, competitive advan-
tage and customer satisfaction and loyalty in the long term. In the Industry 4.0 era, digitalization and 
innovation resources are integrated, creating new needs for customers and new sources of inspiration 
and production for businesses (Huang et al., 2015). The concept of digitalization has added a virtual 
innovation dimension to the understanding of innovation as tangible revisions to products, services and 
processes (Loukis, 2017).

Today, in addition to the development and widespread use of the Internet, concepts such as cloud 
technologies, artificial intelligence, Internet of Things, augmented and virtual reality are emerging 
along with technological developments. This process has placed computers and automation even more 
at the heart of production processes, ushering in a new era in manufacturing, also called Industry 4.0. In 
recent years, a holistic transformation process has begun. This process is called digital transformation. 
Digital transformation, which is brought about by the changes resulting from the application of digital 
technologies in all areas of society, is actually the transformation of the business world in the context of 
renewing business strategy or digital strategy, models, processes, products, marketing approach and goals 
by adopting digital technologies. The transformation phase means that digital uses enable new kinds 
of innovation and creativity in a given field, rather than simply enhancing and supporting traditional 
methods. The aim of this study is to determine the impact of selected digital transformation indicators 
on innovation for 15 Eurozone countries using panel regression analysis.

DIGITAL TRANSFORMATION

Digitalization incorporates technological resources into business processes and facilitates business pro-
cesses by making these data and records available to everyone using digitization tools (Galindo-Martín 
et al., 2019). Digitalization is effective not only in production processes but also in the planning of 
value-adding activities in new product design and marketing (Iqbal, 2018).

Today, although not all businesses are experiencing a digital transformation, digitalization efforts are 
being carried out in different dimensions in the business processes of most companies. With digitalization, 
businesses can offer more opportunities to their customers (Morabito,2016). Digitalization has enabled 
businesses to create different innovative business and process structures by integrating their innovative 
ideas into their existing business strategies, thus providing flexibility to both businesses and employees 
in terms of space, time, time and resource use (Vial, 2019).

Innovation in the digital sense refers to the improvement and development of existing products, 
processes or business models by using technological resources as a tool or target within or between 
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