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Abstract 
Though there is an existence of writings on human capital and its relationship to growth, but it has missed the 
economic impact of universities. It is known that the knowledge of economy has a positive role in achieving 
economic development. So my paper focuses on the role of education expenditure in achieving economic 
development. The human resource is the basis for growth and development because it is able to achieve the 
appropriate scientific achievement and its future economic performance which is a positive return. The 
improvement in performance of skilled workers will be affected if Saudi government increases the education 
expenditure in addition to the investment in human capital. From here we can say that the human resources and the 
universities (government education expenditure) are two sides of a single coin whose basic and sole objective is 
economic growth. Therefore, this paper will test the relationship between education expenditure and economic 
development during the period from 2003 to 2019 through a theoretical analysis of the relationship of higher 
education to economic development. To explore the relationship between spending on education and economic 
development the author used econometric technique to analyze the study by using multi regression model 
depending on weighted least square (WLS). The study results show that there is a significant relationship between 
Saudi education expenditure and economic development, but regarding to R & D expenditure it is not significant. 
So the author excluded it from the model due to lack of data. Furthermore, the model WLS is effective to explore 
results and relations between dependent and independent variable in the case of Saudi Arabia. 

Keywords: education expenditure, university, scientific research, WLS 

1. Introduction 
There is no doubt that development is a necessary requirement for all societies, as the various developed and 
developing countries depend on same approach, and this will only be achieved through the role of educational 
institutions. Therefore, universities have an effective role in promoting societies to achieve sustainable 
development through relying on scientific research and its various applications to create a kind of social and 
economic progress. 

This is in addition to the increasing role of educational institutions in general and the universities in particular 
through the expertise of their professors and their faculties in the continuous improvement of education and 
simulation of developed countries and continuous training for their students, which will automatically return to the 
country after the graduation of their students and their training in the labor market. 

It is possible to point out that education in general and universities in particular are the main providers of 
community services due to their impact on the current situation and the good follow-up of the events in which 
students are transported in a simplified knowledge form, so that they can solve any unexpected problems through 
their ideas that generate and flourish modern societies. 

Hence, we can explain the importance of the study which indicates the importance of the role of universities 
(higher educational institutions) in achieving the desired development in the light of the 2030 vision of Saudi 
Arabia. 

The first message to Muslims was to search for and manage the knowledge since the first day of Islam, which 
clearly demonstrates the importance of science and knowledge in Islamic religion. Although the search for 
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knowledge is an instinct in mankind, Islam has raised this instinct and direction to develop this mankind and enable 
him to make maximum benefit of the natural resources in the earth and its blessings; even it makes seeking 
knowledge obligatory for all Muslims. 

Education is one of the most important elements of development. There is no doubt that a country will not be able 
to achieve sustainable development without investment in human resources. Education helps people to raise 
awareness, understand their abilities and understand the world around them. Education also contributes to 
improving the quality of people’s lives, promotes and encourages entrepreneurship and technological progress 
through research and development. In addition, education plays an important role in securing economic and social 
progress and improving income distribution, which is a fundamental human right. 

So it can be referred to Saudi Arabia which has put the education sector at first and has been interested in spending 
on education and scientific research because of its importance in achieving developmental returns. 

Education is a major locomotive in reaching sustainable development. The education sector has recently achieved 
rapid development, including infrastructure and spending, however, it is still below expectations. 

So my article puts a fundamental question represented as would Saudi universities have a clear contribution to 
economic development? 

Therefore, the role of universities should be given utmost importance and considered as one of the institutions that 
contribute to the advancement of society through these objectives  

It is scientifically known that the internal variables of any society or country affect positively or negatively, the 
development and continuous improvement. Therefore, the objectives of the study are determined as follow.  

1) To examine the relationship between education expenditure and economic development. 

2) To empirically test the effect of independent variables on GDP especially in future. 

In order to achieve the desired objectives the author first analyzed the existing situation in Saudi Arabia in order to 
reach to what we are pursuing and identify the challenges that the Kingdom of Saudi Arabia will face in reaching 
the development vision. 

2. Literature Review 
There are many people who believe that the university has the primary objective of spreading science. The main 
goal of universities is not only to disseminate the knowledge of science and learning but also extend their influence 
outside their environment to contribute to solving many social problems. 

Specialized Councils (1998) showed that the universities have an important societal role represented in their 
service centers and what they offer to their students, faculty members or any individual outside the university 
organization to create comprehensive community development. 

Goldin and Katz (2007), and Schofer and Meyer (2005) explained the importance of human capital and its relation 
to development. Social and economic progress is due to the human capital, and its increase will have a positive 
impact on GDP (Gennaioli et al., 2013). 

In the area of innovation, universities have a prominent role to play by increasing reliance on innovations that 
increase the productivity of companies. The development of companies will be positively affected by the role of 
universities in influencing innovative and sophisticated products (Noel & Schankerman, 2013). 

Also Harmon, Oosterbeek, and Walker (2003) explained that the more educated countries grow faster because of 
enabling the workforce to create new technologies and use all technology in local production. Barro and 
Sala-i-Martin (2000) highlighted the need to invest in the human capital that generates growth and increases 
capital. 

Over the course of time that spending on education in any country will have an economic impact locally and 
regionally. This will be seen from the expansion of higher education that will drive economic growth (Aghion et 
al., 2009; Kantor & Whalley, 2014). 

There are many recent studies and theories that have linked the impact of education to economic development. It 
described the educational system and its relation to economic growth in the integrated economic entity. Agasisti 
(2010) stresses in his / her paper the need for more resources to reach future development. 

According to the improvement of the quality of graduates and the quality of manpower and the impact of education 
on productivity, Lange and Topel (2006), and Benhabib and Spiegel (1994) differed that education is the key 
element of increasing productivity within the economy for its ability to participate in many local and regional 
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decisions.  

And the contribution of human capital is one of the factors that have an active role in achieving economic 
development. Sianesi and Reenen (2003) found that countries that have allocated their resources inappropriately 
have not benefited from investments in human capital in terms of economic growth. 

Moreover, many studies have dealt directly with the role of universities and economic performance. Universities in 
the 14th century in Germany were the cause of the trade and industrial revolution as Cantoni and Yuchtman (2013).  

Thomas et al. (2012) described successful academic development for teachers will be the first step for educational 
sustainability but many researchers have argued that education and development extended to include providing 
academics with modern teaching methods as Macdonald and Wisdom (2002), and Hegarty (2008). 

On the other side, several studies have dealt directly with the role of universities and economic performance 
represented in the role of innovations which is made by universities’ students and which contributes to economic 
growth in various US provinces (Hausman, 2012). 

Classical thought has shown that education is an intrinsic social value in various fields. It is not linked to the 
economy but between 1776 and 1848, specifically in Europe, education was no longer isolated from economic. 
Social, political, intellectual and professional activities have become a return to quality education while Bauchet 
and Kuznets (1969) noted that economic growth is related to the institutional and intellectual adjustments that it 
requires. 

Aghion, David, and Foray (2009) showed the importance of “systems-theoretic” approaches which related to 
dynamics of science, technology and innovation which achieve economic growth through neo-Schumpeterian or 
when attract more R&D. 

The greatest evidence of the importance of higher education and its effective relationship with economic 
development is the State of Korea, which has been able to raise the rates of education from 16% in 1980 to 39% in 
1990 and continues to rise to 68% in 1996 as a result of their good allocation of resources to education in all its 
stages (Birdsall & Page, 1993). 

3. Methodology 
Regarding to the objectives of the study on the possibility of a relationship between spending on education and 
economic development of Saudi Arabia according to 2030 Vision  

In order to test the objectives of the study has been determined the nature of the variables to study the moral 
spending on education and scientific research as well. Moreover, there is a need for studying the impact of 
spending on education to achieve economic growth rates, besides its impact on the level of per capita income 
growth. 

Y: GDP X3: Exports 

X1: GDP per capita X4: Research and development 

X2: Education Expenditure  

3.1 Empirical Study 

The following tables show the empirical results of using WLS Model, where the author exchanges Ordinary Least 
Square Model because the model is not subject to normal distribution. As a result R&D was excluded because of 
its inefficiency and not significant impact on economic growth, due to the low percentage allocated by the budget 
of universities compared to the proportion of total spending on education.  

 

Table 1. Variables 

Model Variables Entered Variables Removed Method 

1 per capita, education expenditure, exportsa Research and development. Enter 

a. All requested variables entered; b. Dependent Variable: GDP 
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Table 2. Model summary 

Model R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson 

1 .975a .951 .941 1.73315 1.533 

Note. Predictors: (Constant), per capita, education expenditure, exports and Table 2 refer to the vector error 
correlation model. 

 

Table 3. Anova 

Model Sum of Squares Df Mean Square F Sig. 

Regression 878.262 3 292.754 97.461 .000a 

Residual 45.057 15 3.004  

Total 923.319 18  

Note. a. Predictors: (Constant), per capita, education expenditure, exports; b. Dependent Variable: GDP; Weighted 
Least Squares Regression–Weighted by weight 

 
4. Result 
Where the coefficient of determination contributes to know how much education expenditure achieves economic 
development. It has reached to 95%. 

On other hand, R2 results show 97% and adjusted R2 is closed to 94% this is an indication that the entire model is 
important to clarify the causal relationship between all the variables, whether an independent or dependent variable 
as it is shown in Table 2. 

Also results of Anova table are shown in Table 3 that reflect to that the model is significant and Durbin-Watson 
reflects that there is no auto correlation. Table 4 below determines all parameters are statistically significant plus 
that multi regression is significant where any change in X1 only one unit this will lead to change in dependent 
variable. 

It can be noted that x1, x2, x3 (education expenditure,exports, and GDP per capita) are able to affect in the 
dependent variable. Therefore, the analysis examined the possibility of existence relationship between education 
and economic. This can be determined by the following equation.  

Y = b0+b1x1+b2x2+b3X3+u 

GDP = 167.520-24.244x1+.194x2+.859x3+u 

 

Table 4. Coefficients 

Model 
Unstandardized Coefficients Standardized Coefficients

t Sig. 
B Std. Error Beta 

1 

(Constant) 167.520 41.633  4.024 .001 

education expenditure -24.244 5.938 -.892 -4.083 .001 

exports .194 .083 .514 2.341 .033 

per capita .859 .193 1.304 4.447 .000 

Note. a. Dependent Variable: GDP; b. Weighted Least Squares Regression–Weighted by weight 

 

5. Discussion 
The development of any association in any country is related to the extent of its culture and the level of scientific 
research. This made us examine the relationship between education and the role of universities and their 
constructive role in development.  

There is a close relationship between education and economic development; where human are the most important 
aspect. Economic development requires skilled and trained labor this can only be achieved through education. 
Economic development is responsible for providing capital for education.  

5.1 The impact of Higher Education on the Economy 

Economists have never been aware of the role of education. In the theories of human capital and the role of higher 
education (Becker & Lewis, 1992), and there are theories of internal growth given by Lucas (1988), Romer (1990), 
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and Rebelo (1991). These studies, which showed a link between economic growth and increase in the level of 
human capital, highlighted the role of education in development. 

Because the human is one of the most important factors that contribute to the development through increase the 
productivity of the individual. Definitely, this is so difficult to happen without education. 

Several theories of economic growth have been made clear that education, training and development play an 
important role in achieving high economic growth rates and consider one of the most important sources of 
sustainable development. There are some studies that indicated a relationship between education and income as 
Psacharopoulos (1994) pointed out to any increase in the workforce is affected by the level of education, where 
income differs from high level of education to medium with increase from 40 % to 60%. 

What is certain regionally and globally is that different wages of workers are due to education. People have Higher 
education degree earn more than those without a university degree. 

5.2 Education, Productivity, and Economic Growth 

Education has a positive role in increasing productivity because the quality of education will play a major role in 
increasing the productivity of different sectors by educated and trained workers on different skills who will be 
innovative and creative and will directly add to the domestic product of the state. 

As for the relationship of education to economic growth, World Bank studies by Birdsall and Page (1993) indicated 
that education is profitable for investment. Korea is considered a good example of the importance of education, 
which has been able to raise education rates as a result of the allocation of resources. Moreover when we focus on 
the relationship between the role human and physical capital to reduce poverty and achieve development where 
Shabbir (1990), agreed that without the basis of macroeconomic stability and the development of human capital, 
development would not have been achieved. 

Recently, investing in human capital through the increase of the level of education will have a sustainable 
development role as Birdsall and Page (1993) stated. Jamison and Moock (1984) reached to the conclusion that 
education has a positive impact on increasing productivity of agricultural crops. Where educated farmers are able 
to use the latest technology and positively affect productivity. 

This is in addition to the different growth theories, which focused on the need for learning and research to increase 
productivity as confirmed by Lucas (1988) and Perotti (1993), that education has the primary role of increasing 
productivity, increasing innovation and growth of exports, which contribute to increasing economic growth rates. 

5.3 The Role of Higher Education in Human Development and the Labor Market 

Higher education and its institutions, represented in public and private universities, have a role in achieving a 
balance in the labor market and developing it to advance development because it is considered a base of 
movement, social change and excellence to meet the challenges of the times.  

The human resource is the key to economic progress and the basis of different wealth formation where the human 
resource is the most important goal of the national transformation of the state. Since economic development is 
based on the possibility of creating a workforce with diverse skills, which will have a positive impact on increasing 
the interest in manufacturing. 

If we can point out that education is an industry of the human resource and investing in the human is certainly the 
way to the rise of nations, therefore, universities must work on sustaining the community with effective human in 
all fields. Universities are the primary factor driving societies to development through its graduation to different 
cadres positively affect the labor market to develop future development to meet the challenges of competition and 
globalization. 

Universities have a fundamental role in creating a job market capable of absorbing graduates. In engineering 
colleges, for example, students must be actively integrated into industrial disciplines and put them in an industrial 
environment to solve problems and training during the theoretical study. 

This always requires the university to develop plans for student education and the formation of practical 
knowledge along with theoretical knowledge. In this way, we believe that we can create distinguished graduates 
who can compete and innovate, rather than graduating a generation that is unable to develop and join 
unemployment after graduation. 

Moreover, the role of positive universities in the development of research works and achieves more benefit to 
human and society together. 
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6. A Proposed Vision for the Role of Saudi Universities in Achieving Sustainable Development 
In light of the changes witnessed by countries in the era of science and automation as well as our interaction with 
the outside world, especially in the presence of globalization, and this will not be possible only, the need to 
integrate universities in community services and this should be concerned by current governments and give 
prioritize this. 

Therefore, it is necessary to adopt a perception based on previous studies of others, and the need to give an active 
and constructive role to Saudi universities in implementing the vision targeted by the state by 2030. 

I strongly believe that the university plays a fundamental role in addressing pre-university education issues. The 
pre-university education in the Kingdom of Saudi Arabia is not entirely appropriate with physical potential. 

It is necessary to make possible adjustments in teaching methods in the basic stages, and provide the student with 
knowledge which makes him think and create instead of the policy of memorization. 

Our vision is based on three main pillars, where the state’s authorities can benefit from it. These pillars include 
education, scientific research and finally the service of society through the adoption of many strategies and plans 
that contribute to the building and development of the state and to identify any emergency problems with the 
possibility of providing solutions. I believe that the sustainable economic development in this case will be a 
function of three variables and we can represent them as follows: D = Fn (E, R, S) 

Where: D target Development, E: Knowledge Education, R: research and S: Community Service. 

This function has positive relationship to the interest in continuing education, research publication and the 
provision of community service. Integrating these factors will develop the country for the best and the possibility 
of achieving sustainable future development. These factors represented as below. 

6.1 Towards a Knowledgeable Society 

The 20th century has witnessed a great development in the field of knowledge if compared to previous periods. It 
has a developmental impact. Moreover, development depends on the value of knowledge beside factors of 
production.  

6.1.1 Elements of Activating Education Include 

a) To identify the problems of pre-university education and try to develop it and submitting best policies. 

b) Rely on international mother’s books during the educational process so as not to overlook the student basic 
concepts. 

c) Reliance on modern methods of education and be away from filling in curriculum. 

d) Link theoretical education to practical reality, train students in preparation for their integration into the labor 
market. 

6.1.2 R&D (Scientific Research) 

In the developed countries, the universities submit special research and development programs by providing the 
appropriate scientific environment in which scientific research could grow. These institutions provide the 
necessary funds for the provision of laboratory equipment and scientific equipment needed by researchers in their 
various disciplines. 

Without scientific research, the university will only become a school of science and knowledge produced by others 
not a center of scientific creation and innovation. So there is a need to take care of scientific research to solve the 
various problems facing society. 

Scientific research which is carried out by universities and institutions of higher education has an essential role in 
any country that seeks development and progress to identify the capabilities of scientific and technical universities. 
Scientific research always handles issues and problems, so it is necessary for the universities to provide the 
suitable support and consistently. Thus that will be a race to reduce the problems, find solutions, and alternatives to 
the issues of society with the utmost impartiality. 

Moreover, scientific research has a very important role in achieving development and must be relied on the 
circumstances that concern with the need to create non-oil sources and revenues to increase the economic growth 
of the Kingdom of Saudi Arabia and this is through: 

a) Conducting applied research for government institutions to deal with the problems facing the society. 

b) Helping the various category of society by providing ideas to manage their small projects. 
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of countries and societies depend on the success and development of universities and its openness to educational 
institutions as investment in the human resource in the fields of education and training is considered the first goal 
of the advancement of the societies in various developed or developing countries. Continuous improvement and 
permanent development of individuals is a complex task to obtain: 

- Educational systems conform to the quality standards adopted by countries and provide pioneer opportunities for 
graduates in the labor market to achieve the economic growth of his country. 

- Providing certificates that can compete with other educational universities anywhere. 

Moreover education is the important foundation for every step towards formation comprehensive development, 
especially human development. It is focusing on the human being as the most important resource in the 
development process. In order to raise the level of education, it is necessary to increase spending on the education 
sector to meet the demand for educational services in the coming years. 

Universities are the foundation in the process of creating and developing economic expertise through 
entrepreneurs and innovate. Universities are a contributor to society’s efforts to achieve sustainable development 
through its neutral role in building minds and making ideas capable of solving problems to enhance the welfare of 
economic and social development in a way that adds and develops society. 

Last but not least, Saudi universities have an important role in creating the right conditions for the individual and 
the institutions working in the community together to take advantage of physical and human possibilities as a 
mirror that reflects the negative and positive of society. 

9. Recommendation 
In our belief in the role of universities and their effective role in community development, we believe that: 

- There is a necessity to determine the objectives of universities and a clear vision for the future of their 
students to ensure sustainable development. 

- The need to simulate society with universities’ involvement in the practical market. 

- Building a competitive generation in the labor market in various fields as a basic goal for the renaissance of 
the state. 

- Universities should adopt a development environment that handle various cultural, social and economic 
fields 

- Universities have a primary burden of creating a workforce that has the ability to be familiar in different 
economic conditions 

- Emphasize the importance of improving the level of education and connect between education and its various 
approaches on the one hand and the requirements of development in society. 

The university has a key role to prepare human resource that has capability of change which will positively affect 
the development of the labor market and thus achieve sustainable development and this will come through: 

- Continuous participation in scientific conferences to transfer different international experiences. 

- The need to spread knowledge and education among the members of the community. 

- The inevitability of raising the expenditure on scientific research. 

- Reviewing the sources of financing scientific research activities and recommending the participation of the 
producing companies or the beneficiaries of the results of the scientific research 

- Interest in spending on scientific research activities in the industrial sector as one of the productive sectors.  

If universities have a role in the rise of societies with its human resources, scientific research and scientific 
knowledge, Therefore, from my point of view there is need to review the outputs of the universities and obligate 
them to follow up the performance of the state in many important sectors of industrial, commercial, tourism, etc., 
which will lead to sustainable development. 

Last but not least decision makers in Saudi Arabia must increase the allocated balance to R and D for its 
importance in improving economic performance. This is what makes me agree with Jones and Williams (2000), 
and Gerybadze et al. (2010), in reliance research and development will serve economic development if invested 
well. 
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