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Investment in Knowledge Economy as an Access to Economic
Diversification: The Case of the GCC Countries
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Alamedin Bannaga

Abstract

In the light of the revolution of information and technology production capabilities"
have become knowledge-driven. Innovation which lies at the heart of the knowledge-
based economy has become the key driver for sustainable economic growth. The Gulf"'
Cooperation Council (the GCC) countries face numerous challenges, most notably is"
the lack of economic diversification. This study investigates the role of investment in"
knowledge economy as an access to economic diversification in these countries to fill"
a gap in the literature. It analyzes the current status of the knowledge economy and"
evaluates the risks of lack of diversification in these countries. Then it examines"
empirically  the relationship between knowledge economy indicators and economic"
diversification taking Saudi Arabia as a model The empirical results show a strong"
positive relationship between  knowledge economy indicators and  economic”
diversification. ~ Similarly, the regression results indicate that the human capital"
indicator and the investment in physical capital are the most significant varjables"
influencing economic diversification in Saudi Arabia. The study recommends that the"
priority in  government spending should be given to investment in knowledge"
economy pillars.
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laa Yl Sl Y aglas) Saail) ) il il
0.0000 -6.777328 J5Y) Gl Lmanva
0.0000 ~7.463245 J5Y) Gl csh_ i
0.0124 -4.163948 & s csh_ g
0.0663 -3.417263 & sl Hc
0.0000 ~7.084060 JsY¥) Gl Inf
0.0427 -3.683107 & sl vol__rer

E-views zalin aladinly cfalil) Glua @ Haal)

(Trace statistic) Ji¥) a dslasl alasiuly o aal) Jal€ill s g g Hlad) 1(A-2) @i J5aall

0.05 Trace Ul Y
xxidlaia Y) Tasall ) | Ailas )i E“;‘g‘fgm‘e e

0.0000 95.75366 158.2914 0.954117 *aa 0 Y
0.0011 69.81889 87.41343 0.812431 ¥ <Y e
0.0396 47.85613 48.92048 0.654003 ¥ <Y1 e
0.1797 29.79707 2451003 0507182 *3 <Y1 e
0.4406 15.49471 8.234886 0.205423 *4 <Y e
0.0861 3.841466 2.946131 0.120228 5 <Y1 e

E-views zali_n aladiul cpialll Glua 1 Haall

**MacKinnon-Haug-Michelis (1999) p-values
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(Maximum Eigenvalue)
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* *MacKinnon-Haug-Michelis (1999) p-values






