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Objective: The main objective of this research is to examine the impact of
firm size and ownership structure on sustained innovation capability in
companies listed on the Tehran Stock Exchange.

Methodology: Given the structure of the data studied in this research, a ten-
year period (from 2014 to 2023) was analyzed using the panel data method.
The research data is a screened sample from the companies listed on the
Tehran Stock Exchange, covering a total of 133 companies. To conduct the
statistical analysis and model analysis, the EViews version 12 software was
used.

Findings: The findings revealed that the estimated coefficient for
ownership structure, at 0.0869 with a significance level of 0.0078, indicates
a direct and significant relationship between this variable and the firm’s
innovation capability. Additionally, the estimated coefficient for firm size,
at 0.0674 with a significance level of 0.0021, shows a direct and significant
relationship between this variable and the firm’s innovation capability.
Conclusion: It can be concluded that the larger the firm size and the more
transparent the ownership structure, the greater the firm's innovation
capability. Therefore, financial and economic planners should seriously
consider these factors and take effective actions to promote innovation in
companies and financial-economic institutions.
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EXTENDED ABSTRACT
Introduction

Innovation has become the cornerstone of competitive advantage in modern economies, as firms
strive to stay ahead in a fast-changing global market. Understanding the factors that contribute to sustained
innovation is crucial for managers and policymakers alike. In the context of corporate management,
innovation refers to the creation and implementation of new ideas, processes, products, or services that
significantly improve an organization’s performance and market position (Wang et al., 2020). The process
of innovation encompasses various stages, from idea generation to commercialization, and can take
various forms, including product innovation, process innovation, and service innovation. In recent years,
research has increasingly focused on understanding the organizational and external factors that enable or
hinder innovation within firms. These factors include firm size, ownership structure, organizational
culture, and external market dynamics.

Innovation is not merely about coming up with new ideas but involves translating these ideas into
commercially viable products and services. This process requires adequate resources, a culture that
promotes creativity, and an organizational structure that facilitates decision-making and knowledge
sharing (Hernandez-Carrion et al., 2020). Among the key organizational factors influencing innovation, firm
size and ownership structure stand out. Larger firms, due to their extensive resources, tend to invest more
in research and development (R&D), which provides them with a competitive advantage. Conversely,
ownership structure, particularly the concentration or dispersion of ownership, can either foster or inhibit
innovation, depending on how it affects decision-making processes and resource allocation.

This study aims to explore how firm size and ownership structure influence the innovation
capability of companies listed on the Tehran Stock Exchange (TSE). The primary objective is to examine
whether these factors contribute significantly to a firm's ability to sustain innovation over time, thereby
enhancing its competitive position in the market. Understanding these dynamics is essential for managers,
investors, and policymakers looking to foster innovation in the business sector.

Methodology

This study adopts a descriptive, correlational methodology, focusing on companies listed on the
Tehran Stock Exchange (TSE) over a ten-year period from 2014 to 2023. A panel data method was
employed to analyze the data. The dataset comprises 133 firms selected through a screening process. For
statistical analysis and model estimation, EViews software (version 12) was utilized. The model, based
on previous research by Tang et al. (2022), includes firm size and ownership structure as independent
variables to assess their impact on sustained innovation capability. The dependent variable in this study is
the innovation capability of the firms, which is measured through patent activity and R&D intensity.
Various tests such as unit root tests and autocorrelation tests were employed to ensure the validity of the
data before conducting the regression analysis.

Findings

The descriptive statistics of the variables provide an overview of the data. The average value for
innovation capability (PATENT) across the sample was 0.0851, with a standard deviation of 0.364,
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indicating that innovation capability varies significantly across the firms in the study. The mean value for
ownership structure (HHI) was 0.0418, suggesting that ownership is relatively dispersed in the sample.
The mean firm size (SIZE) was 14.312, indicating a mix of both large and medium-sized firms.

The results of the correlation analysis revealed significant relationships between firm size,
ownership structure, and innovation capability. Specifically, firm size was positively correlated with
innovation capability, suggesting that larger firms tend to have higher innovation potential. Similarly,
ownership structure, as measured by the Herfindahl-Hirschman Index, was positively correlated with
innovation capability, indicating that firms with more concentrated ownership structures tend to have
better innovation outcomes.

The regression analysis provided further insights into the nature of these relationships. The results
show a statistically significant positive relationship between both firm size and ownership structure with
innovation capability. The coefficient for firm size was 0.0674 (p-value = 0.0021), indicating that larger
firms are more likely to engage in innovation activities. Similarly, the coefficient for ownership structure
was 0.0869 (p-value = 0.0078), suggesting that firms with more concentrated ownership structures tend
to have a stronger focus on innovation. These findings suggest that both firm size and ownership structure
are important determinants of a company’s innovation capability.

The robustness checks, including unit root tests and autocorrelation tests, confirmed the validity
of the results. All variables were found to be stationary, and the regression model passed diagnostic tests
for multicollinearity, autocorrelation, and heteroscedasticity.

Discussion and Conclusion

The findings of this study provide important insights into the factors that influence innovation
capability in companies listed on the Tehran Stock Exchange. The positive relationship between firm size
and innovation capability is consistent with previous research, which has shown that larger firms have
more resources to invest in R&D, technology, and innovation activities. Larger firms benefit from
economies of scale, access to capital, and the ability to invest in specialized knowledge and technological
advancements, all of which contribute to enhanced innovation capacity. Additionally, larger firms are
better equipped to manage the complexities of innovation, such as the integration of new technologies and
the coordination of cross-functional teams.

The study also highlights the significant role of ownership structure in fostering innovation. Firms
with more concentrated ownership, as indicated by a higher Herfindahl-Hirschman Index, tend to have
stronger incentives to invest in innovation. This is because concentrated ownership facilitates quicker
decision-making, clearer strategic direction, and a greater commitment to long-term goals, including
innovation. Institutional investors and major shareholders can provide the necessary resources and
governance support to drive innovation within the firm. However, it is important to note that ownership
structure alone cannot guarantee innovation success. Other factors, such as the firm’s internal culture,
leadership, and market conditions, also play critical roles in shaping innovation outcomes.

While firm size and ownership structure are important drivers of innovation, they are not the only
factors at play. Organizational culture, leadership styles, and external collaborations also contribute
significantly to a company’s ability to innovate. Smaller firms, for example, may have more flexible
structures and a greater willingness to experiment with new ideas, making them agile in responding to



market changes. On the other hand, larger firms may face bureaucratic challenges that slow down
decision-making and hinder innovation. Therefore, companies of all sizes need to foster a culture of
innovation that encourages creativity, risk-taking, and cross-functional collaboration.

The findings of this study have important implications for both policymakers and business leaders.
Policymakers should consider the role of firm size and ownership structure when designing policies aimed
at fostering innovation. For example, supporting the creation of institutional frameworks that promote
transparency and governance in firms with concentrated ownership could enhance their ability to innovate.
Similarly, business leaders should focus on developing strategies that leverage their firm’s size and
ownership structure to enhance innovation.

In conclusion, while firm size and ownership structure are significant factors influencing
innovation capability, companies must also consider other elements such as organizational culture,
leadership, and external collaborations to create a sustainable innovation ecosystem. The findings of this
study provide valuable insights for future research on the determinants of innovation, and the impact of
firm-specific characteristics on organizational performance. Further studies could explore the role of other
variables, such as market dynamics, regulatory environments, and firm strategy, in shaping innovation
outcomes.

In terms of practical recommendations, companies should focus on building a culture of innovation
that encourages collaboration, creativity, and risk-taking. Furthermore, business leaders should ensure that
their ownership structure supports long-term innovation goals by promoting governance practices that
enhance decision-making and resource allocation. The findings of this study suggest that both large and
small firms have the potential to innovate, provided they align their resources, structure, and culture to
foster innovation effectively.
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