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The limitation of resources has made increasing the productivity of all factors of
production the most important strategy for countries seeking to achieve continuous and
stable economic growth. In recent years, economic diplomacy has emerged as a crucial
tool for implementing industrial policies, enhancing the efficiency and effectiveness of
economic activities, and boosting the productivity of all factors. This study aims to
investigate the impact of the components of economic diplomacy—namely, facilitating
foreign trade, attracting foreign capital, acquiring foreign technology, enhancing national
branding, and attracting foreign tourists—on the productivity of total factors in two groups
of selected developing and developed countries during the period from 2011 to 2020.
Utilizing the generalized method of moments, the results indicate that the components of
facilitating foreign trade, attracting foreign capital, and obtaining foreign technology
positively affect the productivity of total factors in both groups of selected countries, albeit
with varying estimated coefficients. However, while the influence of national branding
and foreign tourist attraction on total factor productivity is also positive, it lacks statistical
significance in both groups.
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1. Introduction

Increasing productivity has become a main priority for many countries in achieving
continuous and stable economic growth and development. Examining the factors affecting
the productivity of total production factors in developing countries is of great importance
and necessity. When a country has superior economic power, it gains more benefits in the
international arena compared to other countries. However, when the economic power of
countries is equal, increasing the efficiency of economic diplomacy can play a vital role in
securing advantages in the international arena. This includes facilitating trade relations,
increasing foreign capital attraction, acquiring advanced foreign technology, and attracting
foreign tourists to improve the national image and provide access to foreign knowledge and
technology. These factors are the goals of economic diplomacy. The current research posits
that an awareness of the above five goals can affect productivity because the efficiency of
economic diplomacy, by facilitating foreign direct investment, which acts as a source of
funding and new technologies, as well as management, organizational skills, and marketing
networks, can increase the productivity of all factors.

2. Theoretical framework

Jakop and Van Berjik (2011) define economic diplomacy as "the use of international
political tools (diplomacy) to achieve economic goals." Facilitating foreign trade and
increasing the size of foreign markets in the more competitive international trade
environment enhances the productivity of labor, capital, and total factor productivity.
Attracting foreign direct investment serves as a channel for the spillover of research and
development costs from developed countries, which can boost efficiency and total factor
productivity (Abdin et al., 2021). Increasing the value of the national brand can also
enhance the management of human resources, facilitating the retention and attraction of
elites and improving human resource productivity, which can, in turn, increase the
productivity of other factors (Yang and Lee, 2011). Additionally, investment in educational
skills and experiential learning, as well as public research dissemination, can help eliminate
diminishing returns on capital (Falahi et al., 2014). Finally, the integration of technology
with other inputs in the production process leads to capital deepening, directly contributing
to product growth and the growth of total factor productivity.

3. Methodology

This study employs a multivariate regression method to estimate the relationship between
the dependent variable and the explanatory variables, allowing for an understanding of
changes in the dependent variable's value due to changes in each of the explanatory
variables, provided the other explanatory variables remain constant. The study selects 19
developing countries that are members of the Organization of Islamic Cooperation
(Azerbaijan, Jordan, Algeria, United Arab Emirates, Indonesia, Iran, Bahrain, Bangladesh,
Pakistan, Turkey, Saudi Arabia, Oman, Kazakhstan, Qatar, Kuwait, Malaysia, Morocco,
Egypt, Nigeria) and 24 developed countries that are members of the Organization for
Economic Cooperation and Development (Germany, the United States, Austria, Spain,
Australia, the United Kingdom, Italy, Ireland, Iceland, Belgium, Portugal, Denmark, Japan,
Sweden, Switzerland, France, Finland, Canada, South Korea, Luxembourg, Norway, New
Zealand, the Netherlands, and Greece) as the statistical sample for this study, due to the
availability of the required data.

4. Results & discussion
The estimation results show that a 1% increase in foreign trade in selected developing
and developed countries leads to an increase of 0.148% and 0.097% in their total factor
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productivity, respectively. A 1% increase in foreign investment in selected developing
and developed countries results in an increase of 0.061% and 0.135% in total factor
productivity, respectively. A 1% increase in access to foreign technology in selected
developing and developed countries leads to an increase of 0.033% and 0.062% in total
factor productivity, respectively. A 1% increase in national brand value in selected
developing and developed countries results in an increase of 0.002% and 0.009% in
total factor productivity, respectively.

5. Conclusions & suggestions

The effect of foreign trade facilitation on total factor productivity in both groups of
selected countries is positive and significant. The improvement in the efficiency of
economic diplomacy through facilitating foreign trade and providing access to more and
cheaper foreign inputs has led to an increase in total factor productivity. The effect of
attracting foreign capital on the productivity of all factors in both groups is positive and
significant. Foreign capital inflows have boosted productivity by enabling the inward
flow of research and development costs and the acquisition of new technologies from
other countries. The effect of national brand value on total factor productivity in both
groups of countries is positive but lacks statistical significance. Therefore, it can be said
that increasing the value of the national brand could improve the management of human
resources and the retention and attraction of elites and talents, thereby raising
productivity. The effect of attracting foreign tourists on total factor productivity in both
groups of countries is also positive but lacks statistical significance. Theoretically,
increasing the efficiency of economic diplomacy and attracting foreign tourists, through
the growth of income from tourists' spending on goods and services and the expansion
of economies of scale and other external effects, can increase the productivity of
economic activities. The impact of acquiring foreign technology on total factor
productivity in both groups of countries is positive and significant. The integration of
technology with other inputs in the production process has led to capital deepening,
directly contributing to the growth of total factor productivity.
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1. Brand Finance
2. The annual report on the world’s most valuable nation brands
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1. FDI and Technology Transfer
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