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Abstract

Undoubtedly, Knowledge has become the most important economic good
and the main dominant resource in the new economy. It is a self-contained
economy driven by information technology and intellectual capital. This will keep
the knowledge-based economies to be the strongest and most dominant and in
control of the world economy. The rich increases their richness and the poor are
growing poorer. Therefore, the gap between rich North and the poor South is
getting deeper. Accordingly, this study aims to determine the nature of the
existing knowledge gap between developing and developed countries, shedding
some light on the determinants of knowledge economy that will enable
developing countries to cross the existing gap. The study considers Saudi Arabia a
model of application, addressing the current situation and future trends to skip the
gap between the knowledge economy and the knowledge-based. A linear multiple
regression model is employed. The correlation coefficients were used for data
analysis of 75 countries, which are divided according to the human development
index into three groups: very high, high and medium in terms of human
development. For the purpose of the study, countries of low human development
were not included. Results confirmed that innovation is the most influential factor
in the knowledge economy and the locomotive towards knowledge-based
economy. Hence, it concluded that the developing countries, which start moving
towards the knowledge economics are dedicated to improve human resources'
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quality, and to invest in with developing strong information and communication
technology's structure. The Saudi Kingdom transformation to knowledge-based
economy requires greater reliance on high-quality educated and productive
workforce that are capable for innovation and development.

Key Words: Knowledge Economy, Determinants of Knowledge Economics,
Gap of Knowledge Based Economics.
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Dependent Variable: KEI
Method: Least Squares
Date: 02/10/14 Time: 17:40
Sample: 175 Included observations: 75
Variable Coefficient Std. Error t-Statistic Prob.
C 106.8724 174.3730 0.612895 0.5419
EIR -74.86550 43.68798 -1.713641 0.0910
INN 4495686 61.44831 0.073162 0.9419
EDU 7.181008 49.64420 0.144650 0.8854
ICT 53.81187 56.95507 0.944813 0.3480
R-squared 0.051198 Mean dependent var 64.04173
IAdjusted R-squared -0.003019 S.D. dependent var 503.5817
S.E. of regression 504.3413 Akaike info criterion 15.34872
Sum squared resid 17805209 Schwarz criterion 15.50322
Log likelihood -570.5771 Hannan-Quinn criter. 15.41041
F-statistic 0.944320 Durbin-Watson stat 1.136863
Prob(F-statistic) 0.443656
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Variable Coefficient  Std. Error t-Statistic Prob.
C -0.010320 0.011452 -0.901180 0.3788
ICT 0.249661  0.000826 302.2966 0.0000
INN 0.250531  0.001409 177.8409 0.0000
EDU 0.250160  0.000684 365.7394 0.0000
EIR 0.250889  0.001379 181.9113 0.0000
HDI 5.51E-06 4.40E-06 1.252584 0.2256
R-squared 0.999968 Mean dependent var 8.584800
Adjusted R-squared 0.999960 S.D. dependent var 0.452218
S.E. of regression 0.002859 Akaike info criterion -8.671218
Sum squared resid 0.000155 Schwarz criterion -8.378688
Log likelihood 114.3902 Hannan-Quinn criter. -8.590082
F-statistic 120097.6 Durbin-Watson stat 2.058426
Prob(F-statistic) 0.000000
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HDI ICT EDU INN EIR KEI

-0.149535 | 0.632934 0.463762 0.675087 | 0.605047 1.000000 KEI

0.227382 | 0.506746 -0.215077 0.333422 1.000000 | 0.605047 EIR

0.238387 | 0.590221 0.008300 1.000000 | 0.333422 | 0.675087 | INN

-0.575454 | -0.202601 1.000000 0.008300 | -0.215077 | 0.463762 | EDU

0.091909 1.000000 -0.202601 0.590221 | 0.506746 | 0.632934 ICT

1.000000 | 0.091909 -0.575454 0.238387 | 0.227382 | -0.149535 | HDI

(0) (’5‘) dj-b.-
w}|§fu‘w‘al5¢))ﬂ|ipf¢ad£@)wﬁﬂﬁ
HDI ICT EDU INN EIR KEI

0.633939 | 0.632241 | 0.577437 | 0.733598 | 0.610037 | 1.00000 | KEI

0.372980 | 0.036385 | 0.054309 | 0.194637 | 1.000000 | 0.61003 | EIR

0.419911 | 0.470108 | 0.345904 | 1.000000 | 0.194637 | 0.733598| INN

0.237543 | 0.219721 | 1.000000 | 0.345904 | 0.054309 | 0.577437| EDU

0.577542 | 1.000000 | 0.219721 | 0.470108 | 0.036385 | 0.632241| ICT

1.000000 | 0.577542 | 0.237543 | 0.419911 | 0.372980 | 0.633939| HDI




ALal) e (ks . 2oaBil g Lualill Jall iLobiatil o 2dyal | e o38N oLaTEY | 3yad

o aeall e de /o Lagawdl Luyyall
QY] V-; ) Jd | 9>
G A1 & 21 Bzl 3 gl e goord oY Aslas pusls
Variable Coefficient Std. Error t-Statistic Prob.
C -0.005992 0.021966 -0.272789 0.7880
EIR 0.250499  0.000415 603.0367 0.0000
INN 0.250061  0.000687 364.0435 0.0000
EDU 0.249679  0.000580 430.6264 0.0000
ICT 0.249776  0.000666 374.8542 0.0000
HDI 0.008378  0.033198 0.252348 0.8035
R-squared 0.999989 Mean dependent var 5.322400
Adjusted R-squared 0.999986 S.D. dependent var 0.819951
S.E. of regression 0.003046 Akaike info criterion -8.544241
Sum squared resid 0.000176 Schwarz criterion -8.251710
Log likelihood 112.8030 Hannan-Quinn criter. -8.463105
F-statistic 347758.5 Durbin-Watson stat 2.943932
Prob(F-statistic) 0.000000
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Variable Coefficient Std. Error t-Statistic Prob.
C 4308.313  2248.838 1.915795 0.0706
EIR -210.5917 154.3844 -1.364074 0.1885
INN 126.9929 134.1708 0.946502 0.3558
EDU 340.8851  200.2003 1.702720 0.1049
ICT 355.6337 160.0944 2.221399 0.0387
HDI -10068.44 4342.726 -2.318461 0.0317
R-squared 0.408003 Mean dependent var 178.2180
Adjusted R-squared 0.252215 S.D. dependent var 872.6632
S.E. of regression 754.6319 Akaike info criterion 16.29590
Sum squared resid 10819917 Schwarz criterion 16.58843
Log likelihood -197.6988 Hannan-Quinn criter. 16.37704
F-statistic 2.618954 Durbin-Watson stat 1.470724
Prob(F-statistic) 0.057871
(A) ¢35 d 5
o y2l1 & 21 Lzl l3 J gl i yomd BL5 NI 26 ginae
HDI ICT EDU INN EIR KEI

0.003489 | 0.397990 | 0.290531 | 0.168520 | -0.215498 | 1.000000 | KEI

-0.057867 | 0.023191 | -0.134471 | 0.332914 | 1.000000 | -0.215498 | EIR

0.184305 | 0.211127 | 0.192415 | 1.000000 | 0.332914 | 0.168520 | INN

0.745025 | 0.486457 | 1.000000 | 0.192415 | -0.134471 | 0.290531 | EDU

0.520640 | 1.000000 | 0.486457 | 0.211127 | 0.023191 | 0.397990 | ICT

1.000000 | 0.520640 | 0.745025 | 0.184305 | -0.057867 | 0.003489 | HDI
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