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Abstract:

Within the framework of the knowledge economy, innovation takes
place in all economic activities, not just in the technology sectors, and is
often linked to GDP growth. A gap has emerged in the ability of different
economies to achieve innovation effectiveness and transform inputs into
outputs, whether among high-income countries themselves or between
developed and developing countries. Arab countries varied in terms of per
capita GDP growth rates and the value of knowledge economy indicators
achieved in each. The study aimed to test a basic hypothesis, which states
that "'the transition to a knowledge economy leads to higher economic
growth rates in Arab countries." This was done using a standard model of
Panel Data for the period (2013-2022) for Arab countries, and two models:
one uses the Global Innovation Index as an overall indicator of the
knowledge economy, and the other uses sub-indices that reflect the four
pillars of the knowledge economy: information and communication
technology, education, innovation, and institutional structure. The
estimation was based on the random effects model (REM) and using
Generalized Least Squares (GLS). The study concluded that the
explanatory power of the model (R? increased when using either the
overall indicator of the knowledge economy - the Global Innovation Index
(GI1) - or the sub-indices, where R? = 0.57. The study also concluded that
the transition to a knowledge economy has a significant positive impact on
economic growth in Arab countries, as increasing the value of the GII by
one unit leads to an increase in the per capita growth rate of GDP by
(0.41). The impact of the institutional structure pillar is significant and
positive, as increasing the trade-to-GDP ratio by 1% leads to an increase in
the per capita growth rate of GDP by approximately (0.1). However, the
impact of the sub-indices related to information and communication
technology infrastructure, human capital, and innovation is insignificant
but positive. The study concluded that the economies of Arab countries still
rely more on traditional factors of production than on knowledge to
achieve economic growth.

Key Words: Knowledge Economy - Economic Growth - Arab
Countries - Information and Communication Technology
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