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ABSTRACT

In developed countries, public procurement is used to incentivize private companies to
invest in innovation. But, governments of developing countries fail to do as much. However,
since the size of the market in these countries is small, obtaining and carrying out large public
contracts are opportunities that private companies must seize in order to innovate. This
contribution analyzes the effect of public procurement on the incentive of private companies to
innovate. We use primary data collected from private companies participating in large public
tenders in Burkina Faso. The results obtained from probit model with instrumental variables (IV
probit) show that public procurement effectively exerts positive externalities on the incentive of
private companies to innovate. However, to further increase the influence of public procurement
on the private companies’ incentive to innovate, the government needs to ensure that the
procurement process is free from imperfections such as corruption and information asymmetries
that may limit their efficiency in this area.
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INTRODUCTION

Innovation is the major determinant of the growth and the competitiveness of enterprises
(Schumpeter, 1934). Investment in research and development (R&D) has enabled Western and
Asian countries to become the world best economic space that are more competitive and more
dynamic. However, the majority of businesses in South Sahara African (SSA) countries are
remained at the small and medium stage (Musa & Jibir, 2018; Georghiou et al., 2014). Private
demand addressed to these companies is low, explaining a large part of their technical
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inefficiency. Those of them who succeed in innovating and enriching themselves are those who
obtain and carry out major public procurements (Nicholas & Fruhmann, 2014).

In each country, in order to offer social services to the population, or to build
infrastructure, roads or to ensure the operation of public services, governments award orders to
companies through calls for tenders. In order to be awarded these public contracts, companies
must convince the public purchaser that they are the best (Geroski, 1990). This competitive game
created by public tenders encourages companies to adopt innovative activities to present the most
attractive offer in terms of quality and price. Thus, the competition exerts pressure to be the first
to innovate in order to gain significant market shares. Therefore, it is the pursuit of super profit
that drives entrepreneurs to invest in R&D (Beath et al., 1986).

When the size of the market for certain goods and services is small, public procurement
can loosen this constraint by sufficiently increasing demand to a level that would encourage
firms to invest in R&D (Gallup, 2011). Policy makers have always looked for ways to promote
innovation in the private sector. Since social innovation incomes are higher than its private
return, some authors (Georghiou et al., 2014; Guerzoni & Raiteri 2012) have recommended, in
view of market failures, to use either tax reductions or R&D’s subsidies in order to encourage
private companies to innovate. However, Rothwell and Zegveld (1981) believe that tax reduction
and R&D subsidy policies are less effective compared to public procurement as an instrument to
encourage private companies to innovate.

The ability of public procurement to incentivize private firms to innovate is strongly
influenced by the quality of institutions (Khan, 2005). So for that, public procurement can be
used as an instrument of incentives for private companies’ innovation, the government must
clean up the business environment and fight against all kinds of imperfections that can reduce its
effectiveness (Georghiou et al., 2014). The use of public procurement as a policy tool can also
pose a lot of challenges for policy makers. In fact, the capacity of public procurement to
encourage innovation is limited by the fact that it is multi-objective. The first objective of public
procurement is to ensure the quality of government services. Innovation is therefore a secondary
objective of public procurement (Cave & Frinking, 2003). Therefore, Uyarra, and Flanagan
(2010) think that it is companies that must seize the opportunity offered by public procurement
to improve and develop.

International experiences are diverse and contradictory showing that we still cannot use
public procurement to encourage innovation from private companies successfully (Rolfstam,
2015). The majority of governments in developed countries today use public procurement to
encourage companies to innovate (Uyara et al., 2014). In these countries, the question is no
longer how to rationalize public procurement, but rather how to use it in such a way as to
encourage innovation. It seems however that the governments of developing countries use them
only to acquire the goods and services they need to run their administrations (Uyarra, 2013).

Nowadays, public procurement is seen as a powerful accelerator of the innovation in the
private sector. Uyarra et al. (2014), however, believe that the information asymmetries (moral
hazard and adverse selection) may prevent the public sector to act as an intelligent and informed
applicant. For example, when state services that demand goods and services lack the capacity to
control, companies that have this information are not encouraged to innovate. Similarly, when
state services are adverse to risk, they will avoid ordering goods or products too complex
characteristics which also reduces incentives to innovate (Dius, 2008). From the analysis of
(Edler et al., 2006) and those of (Edquist & Hemmen, 2000), it appears that when the process of
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offer and award public procurement is affected by corruption, public procurement loses its
incentive to innovation.

The decision to invest in R&D activities of a company depends on the expected
profitability that it expects (Baker & Sinkula, 2005). When the public procurement process is
affected by corruption, the risk that innovation will not be profitable is very high which inhibits
the incentives to innovate (Alchian & Woodward, 1988). Rose-Akerman (2004) showed that the
level of corruption and the quality of institutions affects unconditional incentives to innovate.
According to Anokhin and Schulze (2009), corruption can also limit innovation activities in
developing countries in that it slows down foreign direct investment. Large foreign companies
with the best technology and highly skilled employees avoid foothold in countries where the
level of corruption is very high (Rodriguez et al. 2005).

The capacity of public procurement to encourage innovation in the private sector also
depends on the amounts allocated to it. According to Chicot (2017), to successfully analyze the
effects of public procurement on the incentive to innovation, it is necessary to both make a
typology of public procurement and of private companies. Large-value public contracts are
incentive contracts and can only apply to competitive companies (Uyarra & Flanagan, 2010).
Therefore, the analysis of the effects of public procurement on the incentive to innovate must be
made considering the private companies that manage to make the award of contracts with largest
amounts.

Like most African countries in the southern Sahara, private demand is so low in Burkina
Faso and large companies rely only on public procurement to enrich (Bako & Akouwerabou,
2015). Some authors such as Akouwerabou (2016), Nassé (2019), and Nassé (2021)
demonstrated how corrupt practices in public procurement are so prevalent in Burkina Faso at
the point that some entrepreneurs believe that it is impossible to be awarded public contracts
without corruption. In Burkina Faso, during the last decade, the government awarded public
contracts to an annual average of 522 million dollars (Regulatory Authority of Public Order
[ARCOP], 2018). Through this analysis, we want to see whether obtaining and executing public
contracts encourages private companies in Burkina Faso to innovate.

MODEL

The general objective of a company's strategic behavior in a market is to maximize its
profit. Public procurement has an oligopolistic market structure where a small number (n) of
companies compete with each other. In these markets, price is the main variable that companies
use to distinguish themselves from one another. We can then represent the profit of the company
i as a function of its price and those of its competitors.

T, :ﬂ(pl, Poyeees Piyeees pn) Vi=12,..... N (1)
Suppose two companies i and j. If they offer the same price, p, = p; and they share the
market. On the other hand, if p, < p; the company i obtains all of the market demand and the

company | leaves the market.

Assuming that the goods are homogeneous and that the applicant buys with the company
that offers the lowest price, we can write that:

___max

mo=x"" Ssi p,<p; Vjen—i (2)
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What then are the conditions for the company to be able to offer a lower price than its
competitors? The likelihood of this happening is determined by several factors, one of which is
primarily its ability to innovate and corrupt. In a competitive world, only companies that
innovate can crowd out competitors.

On the other hand, when institutions function poorly, incompetent companies can be
awarded contracts through corruption. When these possibilities exist, they inhibit the incentive of
companies to innovate. However, we can retain that whether these are countries where
institutions work well or those where they are of poor quality, innovation is always important for
a company. However, in countries where public officials use public contracts for illicit
enrichment, the most effective strategy a company can employ to obtain public contracts appears
to be corruption.

In his theory of innovation, Schumpeter (1934) indicates that innovation leads to
productivity gains. For example, process innovation enables the company to reduce production
costs and thus reduce prices. Process innovations also make it possible to gain structural
competitiveness when they improve the quality of products. To develop new processes,
companies must invest in R&D. According to (Rothwell & Gardiner, 1989), companies which
have the financial resources to support the effort of R&D activities are those which have the
strongest capacity for innovation. For Baldwin (2003), R&D is not a sufficient condition for
innovation, but its contribution is important in the innovation process. In the majority of cases,
innovation in small and medium-sized enterprises takes place without actual R&D activity, but
rather through small changes or imitations (Penin, 2003).

According to Barney (1991) innovation is primarily determined by the human capital of
the people who work in the company. This human capital is strengthened and renewed by the
new knowledge that company employees accumulate. This new knowledge can be accumulated
through training or through employee incentive mechanisms. However, the knowledge held by
employees can depreciate and become obsolete over time.

To maintain or even improve employee productivity, (McKenzie & Woodruff, 2012)
recommend that companies permanently implement retraining and training sessions for their
staff. The company, with the objective of adapting to changes in its environment, must set up
competitive intelligence (permanent search for information on new technologies, the structure of
the market, new outlets, etc.).

The search for information is expensive and this is why innovative companies are often
the ones who invest enormous resources in obtaining information on the strategies of their
competitors (Gonne & Feudjo, 2017). The size of the company can also influence its behavior in
the innovation process. Schumpeter (1934) and more recently Van Dijk et al. (1997) believe that
large firms, that is, those with market power, are more likely to innovate than small firms.

The above data shows that while innovation influences a firm's ability to crowd out its
competitors, it is in turn determined by other factors.

The literature on the innovation of private enterprises in developing countries generally
retains competition, equity (Nasse, 2019), investment in R&D, employee training; information
and public procurement, as the main factors that determine a company's ability to innovate.

Innov, = Inov(Concurrence, Fonds propres, R & D, Formation, Mar_Pu, Corruption, X)
©)

X represents the control variables of the innovation equation.
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Estimation Method

The dependent variable of relation (3) is a binary variable. It takes the value 1 when the
company innovates. The classic methods used to estimate binary dependent variable models are
either probit or logit. The parameters of the determinants of innovation model presented above
cannot be obtained through these classical methods. In fact, some explanatory variables of
relation (3) are endogenous variables. It is therefore necessary to combine these classical
methods with a method which makes it possible to instrument the endogenous explanatory
variables. In our analysis, we use the Probit model with instrumental variables (IV probit).

Data

The data used in our analysis come from a benchmark survey carried out by the Private
Enterprise Development in Low-Income countries (PEDL) in collaboration with the National
Anti-Corruption Network (RENLAC). The survey was carried out in 2014 and focused on
companies participating in public tenders for which the amount of the envelope exceeds US $
180,000. These companies were identified thanks to the publications of the General Directorate
of Public Procurement (DGMP). These publications give the names of all the bidders and
recipients of public contracts in Burkina Faso. This identified 1,172 companies. The names of
the companies are insufficient to locate them. To facilitate data collection, the Chamber of
Commerce's file of national companies (NERE file) was used as a benchmark to obtain the
addresses (street, telephone, etc.) of the companies identified. Out of the total of 1,172
companies found in DGMP publications, only 660 companies from three branches of industry
(Buildings and public works, general trade and provision of intellectual services) were found in
the chamber of commerce file. After eliminating the lines for companies that did not answer
important questions, the sample size shrank to 611 companies. The information collected focused
on the economic and financial characteristics of the company, the number of public tenders to
which the company applied, as well as the number of contracts obtained. Variables relating to the
contribution of public procurement to the financial performance of the company were collected.
The education level of the manager of the company as well as his experience in public
procurement and other information was also collected.

Characteristic of formal enterprises in Burkina Faso

In Burkina Faso, from a formal point of view, a distinction is made between Small and
Medium Enterprises (SMEs) as well as Large Enterprises. An SME is any natural or legal person
producing goods or services, having made a declaration in the trade register whose number of
permanent employees is less than 100 employees and the annual turnover excluding tax is less
than US $ 2 million. This category of companies alone represents more than 80% of the country's
economic fabric. Large companies are defined as any company with a turnover greater than or
equal to US $ 2 million. The industrial and commercial census carried out by the National
Institute of Statistics and Demography (INSD) in 2009 showed that the majority of these
companies are located in the two large cities of the country, including 58.3% in Ouagadougou
and 20.7% in Bobo-Dioulasso. In Burkina Faso, the Maison de I'Entreprise (2018) indicates that
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the largest private companies operate mainly in mining, the distribution of hydrocarbons,
banking, wholesale trade and heavy industry (steel, cement, cotton and derivatives) so that the
majority of private companies applying for public contracts of interest to us are classified in the
category of SMEs.

Model’s Variables

The dependent variable of the model is innovation. It is a binary variable that takes the
value 1 when the company has innovated. This variable was measured as follows. Entrepreneurs
were first asked to define what is meant by innovation in their field of activity. The answers
given are listed in Table 1. Analysis of this information shows that the majority of entrepreneurs
are well aware of what innovation is in their field of activity. The proportions of respondents
who do not know what innovation is are very few in the field of buildings and public works as
well as in the supply of office equipment. The unexpected finding is the high proportion
(26.32%) of those involved in the provision of intellectual services who do not know how to
innovate in their sector of activity. All in all, the majority of entrepreneurs think that innovation
comes down either to changing the organization of work, or to identifying new opportunities.
Next, entrepreneurs were asked if they have made any progress in their field of activity over the
past five years. The entrepreneurs who were selected as innovators are those who indicated that
they had made progress in one of the items in Table 1 and who were able to define the
innovation well. By proceeding in this way, 70% of construction contractors, 70% of those in the
supply of office equipment and 67% of those in the provision of intellectual services were able to
innovate. Thus, out of the total workforce of the 611 companies, we selected 68% of them as
companies that have made progress in their field of activity. A company is therefore considered
as a company which innovated when it undertook a reorganization of work and this brought it
productivity gains. But also those who have acquired new high-tech equipment in their
production process or those who have identified new markets are also selected as innovative
companies.

Table 1
DEFINITION OF INNOVATION BY RESPONDENTS
Definitions Construction | Office equipment | Intellectual services
Do not know 26.23 19.22 26.32
New working methods 22.4 14.7 40
Identify new opportunities 5.46 511 4.21
Improve product quality 10.38 15.02 11.58
Introduce a new product 4.37 10.02 4.21
Adapt to market requirements 4.92 4.5 4.21
Acquire new equipment 8.2 8.11 1.05
Other 18.03 15.32 8.42
Source: authors’ construct

Descriptive statistics for all the variables are presented in Table 2. Among the
explanatory variables, two main categories can be distinguished. Some of them are purely
exogenous while others are endogenous. Thus, the variables representing the practice of
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corruption and the result of the enterprise are assumed to be endogenous. The corruption variable
was measured using the method proposed by Svenson (2003). It is a technique of asking the
entrepreneur if his competitors are engaging in corruption in order to obtain government
contracts. Then use each entrepreneur's response as their own behavior.

In our approach, each entrepreneur was asked to say how many out of 100 contracts were
won through bribery by their competitors. The statistics in Table 2 show that entrepreneurs
perceive on average a low level of corruption in public procurement in Burkina Faso. They
believe that on average 27.72% of public contracts are awarded fraudulently.

The business climate also influences the motivation of entrepreneurs in the innovation
process. When the justice system functions poorly in the sense that property rights are not well
secured, this can inhibit the incentive to innovate.

In the interval going from 0 (the judicial system works poorly) to 100 (property rights are
well assured), entrepreneurs think on average that the business climate is very poor (38.42) in
Burkina Faso. Entrepreneurs will only embark on innovation if they anticipate profitability. In
our sample, 78% of entrepreneurs believe that innovation is beneficial to a business in Burkina
Faso.

However, we see that companies spend only a small part of their income on employee
training. On average, they allocate only 0.38% of their annual net income to employee training,
while the best in this field go up to 20%. The companies surveyed spend an average of US $ 150
per year in researching information on new markets, new products and new technologies.

Their rate of access to bank credit (60.7%) shows that access to credit is still difficult in
developing countries. In fact, the companies considered in the analysis are companies that win
and perform large government contracts. If among them, there are still more than 39% who do
not have easy access to credit, we can conclude that there is credit rationing (Stiglizt & Weiss,
1981). A large proportion of these entrepreneurs believe that being competitive is not enough to
obtain a public contract in Burkina Faso. In fact, only 58.6% think that public procurement is
competitive. During the last five years preceding the survey, the companies in the sample
obtained on average 0.33 public contracts.

The variables used as instruments to control the endogeneity of the explanatory variables
are variables derived from the characteristics of the manager of the company. In fact, in our
sample, entrepreneurs are both managers of their companies.

The level of education measured by the actual number of years that a company manager
has spent school, his gender as well as his age can influence the result of the company as well as
his ability to practice corruption. The fact that the leader has received professional training in his
field of activity can also influence the results of the company. In Burkina Faso, many businesses
are often large family businesses.

When the majority of employees come from family relationships, it can negatively
influence the performance of the company, as Carbonell et al. (2020-1) because employees are
no longer recruited according to their abilities. In some cases, those who have been recruited
have no skills in the field. Business leaders have an average of 10 years of effective education
and 245 of them have received vocational training. Almost all entrepreneurs are men, which
show that women rarely hold positions of responsibility in large companies in developing
countries (Akouwerabou, Bayala & Legala, 2018). The average age of business leaders is around
41 years old. Businesses hire an average of 12 employees through family connections.
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DESCRIPTIVE STATISTIggt())I(IeZZ'FHE MODEL VARIABLES
variables Nbr. | average | Err.type | Min | Max
Innovation 611 416 - 0 1
Corruption 611 | 27.72 32.07 0 100
Log_result_net 611 | 14.87 1.35 10.46 | 20.73
M p_obtained 552 0.33 0.21 0 2
Mp_Competitive 611 358 - 0 1
Access_credit 611 371 - 0 1
Cost_information 611 150 663 0 8400
Clima_business 611 | 38.42 28.47 0 100
Inov_profitable 611 474 - 0 1
Profi_training (%) 611 0.88 2.87 0 20
Instruments
Education 611 10 6 0 25
Profssional_training | 611 245 - 0
1[Male] 611 576 -
Age 611 41 13 30 75
Family_workers 611 12 23 0 100

Source: authors’ construct

Econometric Tests

The results of the estimation of the determinants of business innovation are reported in
the subsequent Table 4. In order to ensure that these estimates are of good quality, we performed
specification tests. The tests used are the table of good predictions, the likelihood ratio test and
the Wald test. Wald's exogeneity test indicates that after having instrumentalised the explanatory
endogenous variables, the model no longer suffers from an endogeneity problem. The prediction
table (Table 3 below) shows that the rate of good predictions (74.64%) is very high.

Table 3
PREDICTION
Actual values
1 0 Total
Prédictions 1 374 114 488
0 42 81 123
Total 416 195 611

Source: authors’ construct

1
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The data in this table also shows that the good prediction rate of 1 is high showing that
the model predicts well the behavior of those who innovate. The statistics values of the nullity
test of all slopes of the likelihood ratio (7000.36) and that of Wald (2588.54) are all very high
compared to the theoretical chi-square values at 9 degrees of freedom. All these tests confirm
that the model is well specified and does not suffer from the absence of relevant explanatory
variables.

Interpretations and Discussion of Results

Empirical evidence from our data shows that companies that win and perform public
contracts are companies that are engaged in innovation activities. Those who think that you have
to be competitive to obtain a public contract in Burkina Faso are also innovating. The data also
supports the hypothesis that companies that invest large portions of their profits in training their
employees are also successful in implementing techniques that improve their productivity.
Among the companies that succeed in innovating are those entrepreneurs who believe that
innovation is profitable. The results in Table 4 show that having a good performance and having
access to credit facilitates innovation. The only unexpected result is that relating to the
corruption variable. Our data shows that despite perceiving corrupt practices in public
procurement, some companies still embark on innovation activities.

RESULTS OF THE ESTIMATION Ol;r?l'tl)-lleEAfDETERMINANTS OF INNOVATION
Coef. Sdr. Err. Dy / dx Sdr. Err.
Log_resultat_net 0.09 *** 0.012 0.09 *** 0.012
Corruption 0.01 ** 0.004 0.01 ** 0.003
Profit_formation 0.04 ** 0.02 0.05 ** 0.02
Mar_pub_obtained 0.64 ** 0.25 0.64 ** 0.25
Cost_information 0.002 0.008 0.0001 0.01
Acces_credit 0.27 * 0.16 0.27 * 0.09
Inov_profitable 0.83 *** 0.14 0.83 *** 0.14
Mar_pu_compet itif 0.28 ** 0.12 0.28 ** 0.11
Clima_business 0.002 0.002 0.002 0.002
Constant. -2.4 24 - -
N =611 Wald chi2 (9) = 2588.54 Wald test of exogeneity chi2 (2) = 39.26
Source: authors’ construct

Public procurement influences the incentive of companies to innovate. We arrived at
results similar to those of Geroski (1990) and Beath et al. (1986). According to these authors, in
a competitive environment, the company must convince the public purchaser that it is the best
and this pushes it to invest in innovation. We find that when we go from a company where the
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managers think there is no competition in the public procurement to one where the managers
think the opposite, the probability of innovating increases by 0.28 points. This result supports
Khan (2005)'s idea that public procurement can effectively encourage private companies to
innovate, but their effect will be greater if the procurement processes are transparent and non-
discriminatory. Thus, even if we find the same result as (Rothwell & Zegveld, 1981), we will say
that competition and corruption allow us to identify the net effect of public procurement on the
incentive to innovate. In their analysis, these authors managed to show that public procurement
promotes innovation. However, their analysis focused on the case of European countries where
corrupt practices are less widespread. We also find that obtaining and performing a public
contract increases the company's chances of innovating by 0.64 points.

Authors like Uyarra (2013) have already shown that governments in developing countries
do not directly use public procurement as a means to incentivize private companies to innovate.
Analysis of our results shows that it would be enough for them to promote competition in these
markets to achieve this. Thus, even if public procurement cannot be used as an active instrument
to encourage innovation as in developed countries, governments of developing countries can do
so passively, by only ensuring that the process of public procurement is competitive. We defend
the same idea as that put forward by Georghiou et al. (2014) who state that by cleaning up public
markets and combating all forms of imperfection that reduce their effectiveness, they produce
positive externalities in the sphere of private sector innovation.

Entrepreneurs in Burkina Faso perceive an average frequency of corruption in public
procurement. However, this does not prevent them from investing in innovation. The data in
Table 4 show that when the corruption perception index increases by one unit, the company's
chances of innovating increase by 0.01 probability points. This result indicates that companies
are aware that the practice of corruption alone is insufficient to enable them to win a public
contract. They seek to be among the best in their field first through innovation, but from time to
time they offer bribes to build social capital with public officials. Our result can therefore be
understood by interpreting corrupt practices perceived as inactive corruption. In fact, authors like
(Kaufmann &Wei, 1999), Huntington (1969) and Leff (1964), supporters of the "efficient
grease” hypothesis, believe that in countries where the administrative system is too slow,
companies are forced to pay bribes to facilitate their activities. We can therefore conclude that
the threshold of the practice of corruption which inhibits the incentive to innovate by private
companies has not yet been reached in the case of Burkina Faso. This makes it possible to
relativize the conclusions of Edler et al. (2006) as well as (Edquist & Hemmen, 2000) who found
that public procurement corruption completely prevents innovations from private companies.
This is why, even if it is impossible to eradicate corrupt practices in public procurement in
developing countries, it would suffice to reduce them as much as possible in order to allow the
latter to produce their externality on the incentive to innovation. Our results do show that it is not
corrupt practices, but rather their upsurge that can inhibit the incentive to innovate. However, we
will not interpret our result by adopting the idea that a small dose of corruption is needed to
accelerate economic processes as argued by (Tan, Yang & Veliyath, 2009) and Fan (2002),
adherents of the theory of efficient grease. We will rather see it from the angle defended by
Rose-Akerman (2004). This author believes that it is from a certain threshold that corruption
negatively influences the economic performance of a nation. The ability of public procurement to
encourage innovation in developing countries is justified by the fact that private demand from
businesses is too low. In fact, since innovation requires the investment of enormous financial
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resources, before embarking on innovation activities, the company always makes sure that it can
get a return on its investments. The results indicate that when you move from a company that
thinks innovation is unprofitable to one that rather thinks innovation is profitable, the probability
of innovating increases by 0.83 points. This result is similar to that of (Baker & Sinkula, 2005).
When the probability of making a return on their investment is not high, as is the case in
countries where the rate of corruption is very high, or in politically unstable countries, companies
always avoid engaging in R&D activities. On the other hand, when companies anticipate high
gains from innovation, it motivates them to take risks in order to innovate. For example, they can
invest in the training of their employees. But this investment is a risk in the sense that once
formed, the company can lose these to the benefit of its competitors. It pays off, however, for a
company to take this risk when it is assured of retaining qualified employees. The results show
that companies that invest a significant portion of their profit in training their employees increase
their likelihood of innovation. Barney (1991) did get it right when he said that human capital is
necessary for innovation in small and medium enterprises. Our result formally confirms that
companies that want to innovate must continuously retrain their employees as indicated by
(McKenzie & Woodruff, 2012).

The likelihood of innovating is also influenced by other variables such as performance
and access to credit. These two variables increase the financial capacity of the company which
allows it to take risks. A company with a large financial capacity may allow itself certain
activities that are not profitable in the short term. Like Van Dijk et al. (1997), we find that when
a firm's net income increases by 1%, its probability of innovating increases by 0.9 points. Our
data support the hypothesis that access to credit increases the probability of innovation by 0.27
points.

CONCLUSION

Firms in developing countries face a very weak private demand that does not encourage
investment in R&D activities. Public procurement offers them opportunities to land large
contracts. The desire to be awarded public contracts can then encourage them to innovate. But
for this incentive to be effective, the public procurement process must be competitive. When we
want to use public procurement as an instrument to encourage innovation by private companies,
we can group countries into two large blocks. In developed countries, public procurement is now
used as the main instrument to encourage innovation (Uyara et al. 2014). In contrast, in
developing countries, public procurement is used only to acquire goods and services necessary
for the functioning of the administration or to meet the social needs of the population (Uyarra
2013).

As in developing countries, the market size is small so as not to encourage private
companies to innovate, we have looked for strategies that can be implemented to allow public
procurement to influence the activities of innovation in the private sector. To achieve this, we
used primary data collected from companies participating in large-scale public tenders in
Burkina Faso. These data were collected with the support of the National Network for the Fight
against Corruption (RENLAC). In fact, since corruption issues are very sensitive, RENLAC,
with its authority, has intervened to assure companies that there will be no repercussions
regardless of their responses. The fact that the survey was carried out with the support of
RENLAC enabled companies to comment objectively on questions relating to corruption.
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The results were obtained from a probit model with instrumental variables (IV probit).
We have reached the result that the public procurements are a source of motivation for
innovation for private companies in Burkina Faso. However, it appears that we can improve the
benefit effect of their externalities on incentives to innovate by making them more competitive.
In view of our results, we can say that corrupt practices are not so exaggerated in Burkina Faso
S0 as to inhibit the incentive for innovation. This implies that authorities in developing countries
can indirectly use public procurement to encourage private companies to innovate. The only
effort that governments need to make in order to achieve this is to ensure that the public
procurement process is competitive.

Private companies in turn must also make efforts to improve their productivity. These
companies do not allocate a consistent training and retraining of employees. Our results are
consistent, however, with those of (McKenzie & Woodruff, 2012), and show that the training
and retraining of employees facilitates innovation. It is obvious that the innovation we are talking
about in our analysis is not that which consists in inventing new products, or new technologies.
We considered as innovation, all the efforts to reorganize the work process within the companies,
the search for new outlets and new products as well as imitation.

Our results show that even if developing country governments do not use public
procurement in order to encourage private companies to innovate, it is the latter that must make
the necessary effort in order to use public procurement in this effect. To achieve this, private
enterprises must train and retrain their employees. This effort will not be productive, however, if
governments do not make the effort to clean up public procurements. The main information we
can retain from our results is that to use public procurement as a positive externality in the sphere
of innovation, each actor must fully play its part. Governments must do everything in their power
to clean up public procurement. Companies must against their side ensuring the training and
retraining of employees. When, considering developing countries, the economic fabric is made
up of local private companies, but also companies that are nothing but subsidiaries of large
multinational companies.

It is obvious that the large international firms are attracted by developing countries’
public procurements or by natural resources. However, their establishment in developing
countries can benefit local businesses. These can imitate the process of work or establish
cooperation agreements with subsidiaries of multinational firms. This would eventually allow
local businesses to improve their skills. Carbonell et al. (2020-2) show that this has so far been
difficult. But future research could get down seeing if local businesses are able to take advantage
of the expertise of international companies that obtain and execute procurement in Burkina Faso.

REFERENCES

Abdu, M., & Jibir, A. (2018). Determinants of firms innovation in Nigeria. Kasetsart Journal of Social
Sciences, 39(3), 448-456.

Alchian, A. A., & Woodward, S. (1988). The firm is dead; long live the firm a review of Oliver E. Williamson's the
economic institutions of capitalism.

Baker, W. E., & Sinkula, J. M. (2005). Market orientation and the new product paradox. Journal of product
innovation management, 22(6), 483-502.

Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of management, 17(1), 99-120.

Carbonell, N., Nasse, T. B., & Akouwerabou, D. (2020). African economic paradox: industrialization creating jobs
and added value or active participation in global value chains: what solutions to develop for the less

1 1939-4675-27-S1-004

Citation Information: Akouwerabou D B., Carbonell N., Akouwerabou L., Kafimbou H B., Nasse B T., Kiemtore L Z., Nanema
M., (2022). Innovation policy in burkina faso public procurement as a demand-side: the necessity to
search for failure sources. International Journal of Entrepreneurship, 27(S1), 1-15


https://www.sciencedirect.com/science/article/pii/S2452315116300558
https://www.jstor.org/stable/2726609
https://www.jstor.org/stable/2726609
https://onlinelibrary.wiley.com/doi/full/10.1111/j.1540-5885.2005.00145.x
https://journals.sagepub.com/doi/abs/10.1177/014920639101700108
https://fepbl.com/index.php/ijae/article/view/127
https://fepbl.com/index.php/ijae/article/view/127

International Journal of Entrepreneurship Volume 27, Special Issue 1, 2023

advanced and landlocked countries like Burkina Faso?. International Journal of Advanced
Economics, 2(1), 1-20.

Carbonell, N., Nassg, T. B., Ouédraogo, A., Kafimbou, B. H., Ampofo, J. A., & Kinda, M. (2020). Recruitment
methods and performance: an evidence from businesses in Burkina Faso. International Journal of
Management & Entrepreneurship Research, 2(4), 262-272.

Cave, J. & Frinking, E. (2003). Public procurement for R&D.

Chicot, J. (2017). Strategic use of public procurement for innovation: Rationales, instruments and
practices (Doctoral dissertation, Université Grenoble Alpes (ComUE)).

Denis, A. B. (2016). Entrepreneurs establishing political connection: Do they finance political parties or
politicians?. SAGE Open, 6(3), 2158244016665889.

Denis, A. B., & Bako, P. (2015). Corruption effects on private enterprises productivity in developing countries: Firm
level evidence from Burkina Faso. British Journal of Economics, Management & Trade, 6(2), 129-144.

Dénis, A. B., Guibert, L. K. G., & Serge, B. B. A. (2018). Testing Gender Productivity Difference with Informal
Enterprises Data: A Case Study of Burkina Faso. Entrepreneurship: Development Tendencies and
Empirical Approach, 413.

DIUS, (2008). Innovation nation. London, LO : Departement for Innovation. Universities and Skills.

Edler, J., Rolfstam, M., Tsipouri, L., & Uyarra, E. (2015). Risk management in public procurement of innovation: a
conceptualization. In Public Procurement for Innovation (pp. 87-109). Edward Elgar Publishing.

Edler, J., Ruhland, S., Hafner, S., Rigby, J., Georghiou, L., Hommen, L., ... & Papadakou, M. (2005). Innovation
and public procurement. Review of issues at stake. ISI Fraunhofer Institute Systems and Innovation
Research, Karlsruhe.

Edquist, C., & Hommen, L. (2000). Public technology procurement and innovation theory. In Public technology
procurement and innovation (pp. 5-70). Springer, Boston, MA.

Fan, Y. (2002). Ganxi's consequences: Personal gains at social cost. Journal of business ethics, 38(4), 371-380.

Gallup (2011). Innobarometer 2010 analytical report. Innovation in Public Amdinistration, Flash Eurobarometer
305.

Georghiou, L., Edler, J., Uyarra, E., & Yeow, J. (2014). Policy instruments for public procurement of innovation:
Choice, design and assessment. Technological Forecasting and Social Change, 86, 1-12.

Geroski, P. A. (1990). Procurement policy as a tool of industrial policy. International review of applied
economics, 4(2), 182-198.

Gonne, J., & Feudjo, JR (2017). Behavior of companies in terms of intangible investments: inventory and
determinants in the Cameroonian context. The Management and Organization Review , 9 (1), 37-50.
Guerzoni, M.,& Raiteri, E.. (2012). Innovative procurement and r&d subsidies:compounding effects and new

empirical evidence on technological policiesin a quasi-experimental setting.

Huntington, S. P. (2006). Political order in changing societies. Yale university press.

Katz, M. L., & Shapiro, C. (1985). Network externalities, competition, and compatibility. The American economic
review, 75(3), 424-440.

Kaufmann, D., & Wei, S.J. (1999). Does grease money speed up the wheels of commerce? elibrary: World Bank.

Khan, K.B. (2005). An exploratory investigation of direct and indirect effects on product development performance.
The Journal of product innovation management, 22 (3), 285-290.

Leff, N. H. (1964). Economic development through bureaucratic corruption. American behavioral scientist, 8(3), 8-
14,

Maison de I’Entreprise (2018). 500 premiéres entreprises du Burkina Faso. Fichier Néré. Ouagadougou, OU :
Maison de I’Entreprise.

McKenzie, D., & Woodruff, C. (2014). What are we learning from business training and entrepreneurship
evaluations around the developing world?. The World Bank Research Observer, 29(1), 48-82.

Nassg, T. B. (2021). Marketing practices and the dark side of inequity: a qualitative research in African private
companies. International Journal of Management & Entrepreneurship Research, 3(9), 319-325.

Nicholas, C., & Fruhmann, M. (2014). Small and medium-sized enterprises policies in public procurement: Time for
a rethink? 1. Journal of Public Procurement.

Penin, J. (2003). Endogenization of research externalities: the role of knowledge emission capacity. Industrial
Economics Review , 102 (1), 7-28.

Rodriguez, P., Uhlenbruck, K., & Eden, L. (2005). Government corruption and the entry strategies of
multinationals. Academy of management review, 30(2), 383-396.

1 1939-4675-27-S1-004

Citation Information: Akouwerabou D B., Carbonell N., Akouwerabou L., Kafimbou H B., Nasse B T., Kiemtore L Z., Nanema
M., (2022). Innovation policy in burkina faso public procurement as a demand-side: the necessity to
search for failure sources. International Journal of Entrepreneurship, 27(S1), 1-15


https://fepbl.com/index.php/ijae/article/view/127
https://fepbl.com/index.php/ijmer/article/view/163
https://fepbl.com/index.php/ijmer/article/view/163
https://warwick.ac.uk/fac/soc/economics/staff/jakcave/publications/pp_for_rd.pdf
https://journals.sagepub.com/doi/full/10.1177/2158244016665889
https://journals.sagepub.com/doi/full/10.1177/2158244016665889
https://journaljemt.com/index.php/JEMT/article/view/103
https://journaljemt.com/index.php/JEMT/article/view/103
https://www.intechopen.com/chapters/57829
https://www.intechopen.com/chapters/57829
https://www.elgaronline.com/view/edcoll/9781783471881/9781783471881.00010.xml
https://www.elgaronline.com/view/edcoll/9781783471881/9781783471881.00010.xml
https://link.springer.com/chapter/10.1007/978-1-4615-4611-5_2
https://link.springer.com/article/10.1023/A:1016021706308
https://www.sciencedirect.com/science/article/pii/S0040162513002552
https://www.sciencedirect.com/science/article/pii/S0040162513002552
https://www.tandfonline.com/doi/abs/10.1080/758523673?journalCode=cira20
https://www.sciencedirect.com/science/article/pii/S2214423416300333
https://www.sciencedirect.com/science/article/pii/S2214423416300333
https://yalebooks.yale.edu/book/9780300116205/political-order-changing-societies/
https://www.jstor.org/stable/1814809
https://www.imf.org/en/Publications/WP/Issues/2016/12/30/Does-Grease-Money-Speed-Up-the-Wheels-of-Commerce-3524
https://journals.sagepub.com/doi/abs/10.1177/000276426400800303
https://academic.oup.com/wbro/article-abstract/29/1/48/1676897
https://academic.oup.com/wbro/article-abstract/29/1/48/1676897
https://www.fepbl.com/index.php/ijmer/article/view/257
https://www.fepbl.com/index.php/ijmer/article/view/257
https://www.emerald.com/insight/content/doi/10.1108/JOPP-14-03-2014-B002/full/html
https://www.emerald.com/insight/content/doi/10.1108/JOPP-14-03-2014-B002/full/html
https://www.persee.fr/doc/rei_0154-3229_2003_num_102_1_1830
https://journals.aom.org/doi/abs/10.5465/amr.2005.16387894
https://journals.aom.org/doi/abs/10.5465/amr.2005.16387894

International Journal of Entrepreneurship Volume 27, Special Issue 1, 2023

Rose-Akerman, S. (2004). The challenge of poor governance and corruption. Copenhagen consensus challenge
paper.

Rothwell, R., & Gardiner, P. (1989). The strategic management of re-innovation. R&d Management, 19(2), 147-
160.

Rothwell, R., & Zegveld, W. (1981). Government regulations and innovation—industrial Innovation and Public
Policy. Industrial Innovation and Public Policy. Frances Pinter, London, 116-147.

Schumpeter, J. (1934). The theory of economic development Harvard University Press. Cambridge, MA.

Stiglitz, J. E., & Weiss, A. (1981). Credit rationing in markets with imperfect information. The American economic
review, 71(3), 393-410.

Svensson, J. (2003). Who must pay bribes and how much? Evidence from a cross section of firms. The quarterly
journal of economics, 118(1), 207-230.

Tan, J., Yang, J., & Veliyath, R. (2009). Particularistic and system trust among small and medium enterprises: A
comparative study in China's transition economy. Journal of Business Venturing, 24(6), 544-557.

Thophile, B. N. (2019). Internal equity and customer relationship management in developing countries: A
quantitative and a comparative study of three private companies in Burkina Faso. African Journal of
Business Management, 13(1), 37-47.

Uyarra, E. (2013). Review of measures in support of public procurement of innovation. Report within the MIoIR-
NESTA Compendium of Evidence on Innovation Policy. London/Manchester.

Uyarra, E., & Flanagan, K. (2010). Understanding the innovation impacts of public procurement. European
planning studies, 18(1), 123-143.

Uyarra, E., Edler, J., Garcia-Estevez, J., Georghiou, L., & Yeow, J. (2014). Barriers to innovation through public
procurement: A supplier perspective. Technovation, 34(10), 631-645.

Van Dijk, B., Den Hertog, R., Menkveld, B., & Thurik, R. (1997). Some new evidence on the determinants of large-
and small-firm innovation. Small Business Economics, 9(4), 335-343.

Vitale, M. R., lves, B., & Beath, C. M. (1986). Linking information technology and corporate strategy: an
organizational view.

1 1939-4675-27-S1-004

Citation Information: Akouwerabou D B., Carbonell N., Akouwerabou L., Kafimbou H B., Nasse B T., Kiemtore L Z., Nanema
M., (2022). Innovation policy in burkina faso public procurement as a demand-side: the necessity to
search for failure sources. International Journal of Entrepreneurship, 27(S1), 1-15


https://www.copenhagenconsensus.com/sites/default/files/cp-corruptionfinished.pdf
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1467-9310.1989.tb00635.x
https://www.hup.harvard.edu/catalog.php?isbn=9780674879904
https://www.jstor.org/stable/1802787
https://academic.oup.com/qje/article-abstract/118/1/207/1917026
https://www.sciencedirect.com/science/article/abs/pii/S088390260800061X
https://www.sciencedirect.com/science/article/abs/pii/S088390260800061X
https://academicjournals.org/journal/AJBM/article-abstract/00BA14159715
https://academicjournals.org/journal/AJBM/article-abstract/00BA14159715
https://media.nesta.org.uk/documents/working_paper_-_review_of_measures_in_support_of_public_procurement_of_innovation.pdf
https://www.tandfonline.com/doi/abs/10.1080/09654310903343567
https://www.sciencedirect.com/science/article/pii/S0166497214000388
https://www.sciencedirect.com/science/article/pii/S0166497214000388
https://aisel.aisnet.org/icis1986/30/
https://aisel.aisnet.org/icis1986/30/

International Journal of Entrepreneurship Volume 27, Special Issue 1, 2023

Received: 010ct-2023, Manuscript No. IJE-22-12675; Editor assigned: 03-Oct-2023, PreQC No. IJE-22-12675(PQ); Reviewed: 17-Oct-2023,
QC No. JE-22-12675; Revised: 20-Oct-2023, Manuscript No. IJE-22-12675(R); Published: 27-Oct-2023

1 1939-4675-27-S1-004

Citation Information: Akouwerabou D B., Carbonell N., Akouwerabou L., Kafimbou H B., Nasse B T., Kiemtore L Z., Nanema
M., (2022). Innovation policy in burkina faso public procurement as a demand-side: the necessity to
search for failure sources. International Journal of Entrepreneurship, 27(S1), 1-15




