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Abstract

This paper aims to measure and analyze the nexus between the
knowledge economy and economic diversification in 32 devloping
countries over the period 1990-2021. Using Panel Static, we choose
the Rondom Effect Model as best model for the study.

We find a positive and significant effect of Gross fixed capital
formation on economic diversification, Also there is positive and
significant effect of Open Trade, Internet users on economic
diversification. The variable of moyen years of study had a negative
and insignificant effect on economic diversification. In addition, the
Real Exchange Rate has a negative and significant effect on economic
diversification.

Keywords: knowledge economy; economic diversification;
developing countries; Panel Data.
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hhi gfcf netuser edu to reer
hhi 1.0000
gfcf -0.1627 1.0000
netuser -0.2451 0.1377 1.0000
edu 0.0232 ©0.0193 -0.0065 1.0000
to -0.2223 0.1230 ©.2555 -0.0087 1.0000
reer ©.2241 -0.0374 -0.0863 -0.0326 ©0.0523 1.0000
- ACTEN a -
Vi F)Lu.&‘ e‘.u : (02) ) @-":J-U
Variable VIF 1/VIF
netuser 1.03 0.974299
gfcf 1.02 0.980009
reer 1.01 0.990816
edu 1.00 0.998469

oSLudl il 7z 50es o Al oolylas | £(03) oy =L

. xttesto
Breusch and Pagan Lagrangian multiplier test for random effects
hhi[country,t] = Xb + u[country] + e[country,t]

Estimated results:

Vvar SD = sqgrt(var)
hhi .©195387 -139781
e .e01621 .e4e2614
u .9136552 -1168554

Test: Var(u) = ©
chibar2(©1)

Prob > chibar2

11152.63
© .0000

. hausman fe re

Note: the rank of the differenced variance matrix (©) does not equal the number
of coefficients being tested (5); be sure this is what you expect, or
there may be problems computing the test. Examine the output of your
estimators for anything unexpected and possibly consider scaling your
variables so that the coefficients are on a similar scale.

Coefficients

(b)> B> (b-B) sart(diag(V_b-V_B))
Ffe re Difference std. err.
gfcFf - .0002896 - .0002896 (=] (=]
netuser - .0004356 - .0004356 (=] (=]
edu -5.68e-09 -5.68e-09 (=] (=]
to - .0002374 - .0002374 (=] (=]
reer - .o0oco898 - .coco898 e e
b = Consistent under HO and Ha; obtained from xtreg.
B = Inconsistent under Ha, efficient under HO; obtained from xtreg.
Test of HO: Difference in coefficients not systematic

chi2(e) (b-B) "[(V_b-V_B)>~(-1)](b-B)
©.oco0
Prob > chi2 -

(V_b-V_B is not positive definite)
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xtserial hhi gfcf netuser edu to reer

Wooldridge test for autocorrelation in panel data
HO: no first-order autocorrelation
F( 1, 31) = 52.502
Prob > F = ©.0000

* Panel Groupwise Heteroscedasticity Tests

Ho: Homoscedasticity - Ha: Groupwise Heteroscedasticity

- Lagrange Multiplier LM Test = 431.6182 P-Value > Chi2(31) ©.0000
- Likelihood Ratio LR Test = 432.8780 P-Value > Chi2(31) ©.0000
- Wald Test = 1.91e+04 P-Value > Chi2(32) ©.0000

. xtcsd, pesaran abs
Pesaran's test of cross sectional independence = 9.236, Pr = 0.0000

Average absolute value of the off-diagonal elements = 0.441

FGLS 4G,k Jlexiwly Random Effect Model ysua5 il :(05) o3, gL

. xtgls hhi gfcf netuser edu to reer, panels(heteroskedastic)

Cross-sectional time-series FGLS regression

Coefficients: generalized least squares
Panels: heteroskedastic
Correlation: no autocorrelation
Estimated covariances = 32 Number of obs = 1,024
Estimated autocorrelations = =] Number of groups = 32
Estimated coefficients = 6 Time periods = 32
Wald chi2(5) = 1175.00
Prob > chi2 = ©.0000
hhi Coefficient Std. err. z P>|z| [95% conf. interval]
gfcf -.0019294 .0004593 -4.20 9.000 -.0028296 -.0010293
netuser - .0008095 .0000756 -10.70 ©.000 -.0009577 -.0006612
edu 1.48e-08 1.78e-08 0.83 ©.407 -2.02e-08 4.97e-08
to -.0005212 .©0000232 -22.46 ©.000 -.0005667 -.0004757
reer .0009025 .0001029 8.77 9.000 - ©007009 .0011041
_cons .68679 .9130062 52.80 9.000 .6612984 .7122816
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