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The role of higher education in economic 
development and reducing the unemployment rate: 

a comparative study of developing countries

Abstract. Education is the basic pillar and foundation of all-round development in any country. The impact 
of higher education on subject development is undeniable. Applicable education alignment with the industry 
and business in society is required to economic growth, however, the unbridled and unplanned increase of 
higher education institutions and the number of students is not the basis for achieving development. 
In this research, an attempt is made to investigate the effect of research and development costs in the higher 
education sector in developing countries on economic growth in three areas: the quantitative indicators of 
higher education, the application and efficiency of higher education, and the creation of employment. The 
method of this comparative study is quantitative and the data collection of the country of Uzbekistan has 
been analyzed using a statistical approach. 
The results of model estimation using the data of 2014-2023 for the country of Uzbekistan show that the 
amount of research and development expenses in the higher education sector has a positive and significant 
effect on economic growth. Also, in the estimated model, the amount of growth of the workforce and the 
amount of physical capital (non-cash capital of the company) have a direct impact on economic growth. The 
amount of research and development expenses in the higher education sector with the variable of applied 
education has the most impact on the growth of manpower and the amount of physical capital stock on the 
growth of the gross domestic product.
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1. Introduction and Brief Literature Review 
The interweaving of education and employment structures is one of the important features of 

any successful economic system; The fundamental relationship between work and education is 
always mentioned in economic and social planning as one of the ways to reduce unemployment. 
Today, the training of entrepreneurial and skilled forces and the expansion of skill training are on 
the agenda. Despite the fact that the democratization and generalization of higher education was 
expected to bring development in all parts of the world, its effects in the world led to different re-
sults, according to the economic, social and political context, its relative weight has varied from 
one university to another. As Yang & Chan (2017) state, the result of such a transformation is not 
necessarily accompanied by development in all countries. In this connection, Qazi et al. (2017) 
point out that the development and democratization of the higher education system has given 
more people access to education, but in some parts of the world, it has contributed little to eco-
nomic development.

Abdullah et al. (2022) believe that the success of investing in human capital depends on the 
characteristics and conditions of the labor market, and the economic growth and development of 
countries depends on their competitive advantage. Ragmoun (2023) emphasizes that investment 
in higher education, especially for countries with high income and development levels, is the main 
predictor of economic growth and development. In this regard, Yongjin (2011) states that the insti-
tutionalization of competition in the economy and the need for professionals will lead to the emer-
gence of a growing demand for wide access to universities and higher education institutions to 
produce a knowledge-oriented, competent and competitive workforce. Competition in the econo-
my strengthens the quality of higher education and increases its accountability. It is in such a con-
text that universities succeed in giving birth to companies that link academic research to entrepre-
neurship in scientific and research parks and towns by attracting academics (Tjahjanto et al., 2023; 
Purwanti et al., 2023). In this type of economy, research and its application is emphasized and with 
the activity of university research parks, companies are located near university for purpose of po-
tential synergy and turn university knowledge into an economic brand.

Over the recent years, we have witnessed the expansion of higher education in Uzbekistan in 
line with most developing countries; However, it is necessary to pay special attention to the equa-
lity, proportionality and quality of higher education at the same time in the post-communization 
stage. In this regard, high quality along with increasing accessibility should be regarded as two 
sides of the education development; since high access to low-quality higher education and high-
quality education with low access are not working. Quantitative growth can never reduce the prob-
lems of society if it is not accompanied by qualitative growth. If there is no qualitative growth in 
higher  education along with that, an army of mediocre graduates will be trained who will be a bur-
den on society (Giang, 2020). At this stage, it is necessary to implement quality assurance and 
monitoring mechanisms in all departments of higher education and to become the headline of all 
programs and policies of those involved in higher education, and finally, to become a discourse in 
the society in order to increase access and provide conditions for completing edu cation. Howe-
ver, policies should be adjusted in such a way that increasing the quality of higher education and 
emphasizing rigid criteria and standards for entering the university do not hinder people’s choice 
and equality in education (Eneji et al., 2013); Therefore, the goal should be participation and suc-
cessful completion, along with ensuring student welfare and appropriate mate rial and educatio-
nal support for the poor and marginalized communities. Also, the world economy and economic 
globalization affect the relationship between the development of higher education and economic 
deve lopment. Snieska et al. (2015) believe that countries with more open eco nomies have  higher 
growth rates; Therefore, the success of investing in human capital depends on the characteristics 
of labor market conditions and perfect competition (Algül, 2024). The increase in human ca pital re-
serves accelerates the economic growth rate when it is accompanied by an outward-looking eco-
nomic structure, otherwise education will not have a significant effect on economic growth. The 

https://doi.org/10.21003/ea.V207-02
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Figure 1: 
Research model

Source: Authors’ own research

 externalization of the economy causes the interaction of economic enterprises with universities 
and academic centers, and by influencing the functioning of universities, it changes the effect of 
universities and the higher education system on economic growth and development.

In this research, to evaluate the impact of higher education on economic development, the fac-
tors affecting economic development as well as the variables of higher education have been iden-
tified and the impact of each of these factors has been evaluated. As it was clear from the theo-
retical literature and previous researches, they mainly emphasize the relationship between educa-
tion and its quality with development. Therefore, according to the researches reviewed about the 
quantitative and qualitative relationship between higher education and economic development, 
the theoretical model of the research is presented in Figure 1.

2. Methodology
The current research is of a quantitative and comparative type using the data analysis method 

obtained from the Ministry of Higher Education and the Ministry of Economy in Uzbekistan during 
the years 2014-2023. The collected data included the questionnaires completed by the experts 
and the output statistics of the two ministries of Uzbekistan. In some cases, the data were com-
pleted by using the method of repeating and averaging the scores to prevent the loss of samples. 
In this case, the system input is the amount of changes in higher education variables, which in-
clude the quantitative parameters of education (the number of university graduates), the efficien-
cy and application of education (academic research and knowledge production), employment 
creation (the connection of university with the market and industry and employment after or du-
ring the education). The economic development was evaluated based on four factors: Gini coeffi-
cient, inflation rate, unemployment rate and purchasing power parity - GDP.

Gross domestic product (GDP) is one of the measures of the size of the economy. GDP in-
cludes the total value of goods and services that are produced in a country during a certain pe-
riod,  usually one year. In this regard, final products and those that are placed at the end of the 
production chain and they do not purchase other products and services. Examining the condi-
tions of economic growth in selected countries shows that many factors are effective on econo mic 
growth, among these factors we can refer to the growth of the workforce, physical capital stock, 
research and development costs. The statistical sample used in this research is the higher edu-
cation and economic statistics of Uzbekistan. In this article, in order to investigate the effect of re-
search and development costs in the higher education sector on economic growth, the following 
function is used (Manullang et al., 2024):

GDPit = function (GDPi(t-1) , CAPITALit, EMPLOYGit, HEDURDit) ,                                                      (1)

where: 
GDPit presents the growth rate of gross domestic product in ith country in tth time; 
GDPi(t-1) is the rate of growth of the gross domestic product in the ith country at the time t-1; 
EMPLOYGit is the amount of physical capital stock in country i at time t;
HEDURDit is the amount of research and development costs in the higher education sector in 

country i at time t-1.
CAPITALit is the amount of the capital in country i at time t. 
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3. Results
The results of the hierarchical regression test to some extent confirm the findings of the cor-

relations of higher education and economic variables. Hierarchical regression shows the effect of 
adding any variable or variables in explaining the dependent variable. According to the findings re-
ported in Table 1, it can be seen that the variable of the quantity of higher education explains the 
least impact on the variable of economic development. This means that the increase in the num-
ber of university graduates without considering the market and industry and creating a balanced 
balance cannot have a positive effect on the economic parameters, and therefore, a mere quan-
titative expansion, the unbridled entry of students with heterogeneous motives and goals into the 
higher education system, especially in developing countries that do not have long-standing uni-
versity traditions will decrease the minimum quality of the previous elitist educational and research 
systems and create a crisis and challenge in its internal functions. Contrary to that, the variables 
of efficiency and application of education and job creation have the greatest impact on econo mic 
variables, so that the efficiency and application of higher education can reduce the Gini coefficient 
and inflation rate by 30%.

Skill training can play an important and key role in creating productive and sustainable employ-
ment in the society, in addition to the training of efficient and expert personnel in order to supply 
the labor market, and in the current situation, skill training is an integral part of achieving national 
self-sufficiency. The main goal of skill training is to train a skilled and capable workforce; A force 
that has up-to-date knowledge and skills can play an effective role in sustainable development, 
and in fact, the use of human resources is one of the requirements to achieve development.

Currently, many countries have moved towards skill training and are looking for its develop-
ment; Because having skills in any field is the first priority. Emphasizing the important and special 
role of skill training at the community level, skill, technical and professional training is considered 
as the most key component of development and the only way to pass the development path of the 
country is to pay attention and expand skill training in the society.

By looking closely at the general policies of the system and the rules of the program, the impor-
tance of skill training and the need to pay attention in development programs to the creation of the 
necessary mechanisms for coordination in the policy making and implementation of professio-
nal qualifications, internships and internships and empowering the workforce is clarified. Achie-
ving these lofty goals, which play an irreplaceable role in achieving sustainable development and 
achieving the goals of a resilient economy, is not possible without long-term plans, appointing 
trustees, coordination, and having information about the labor market and its needs.

Neglecting skill training in development programs in the country will cause the country’s need 
for technical and skilled manpower to face a crisis. Therefore, in the laws and decrees of the 7th 
development program of Uzbekistan, special attention should be given to skill training and de-
tailed and serious solutions should be considered for this issue so that this vital part of the coun-
try’s higher education is not neglected.

On the other hand, in sustainable development, the phenomenon of social capital is seen as 
an executive factor of poverty alleviation. In this social capital, the employee and skilled worker 
are the output of skill training. The goals of this strategy, regardless of the classical approach and 
purely theoretical training in higher education, can be joint programs between skill training and the 
labor market.

Meanwhile, one of the basic challenges of the country is the unemployment crisis, which de-
spite the government’s efforts, its consequences still cast a shadow on various political, econo mic 
and cultural sectors of the country. To solve this problem, effective and quick measures should be 
taken in the economic, political, social and cultural fields, one of which is attention to the quantita-
tive expansion and qualitative improvement of technical and skill training in the country in the up-
coming development programs.

Table 1: 
The effect of education variables on economic performance variables

Source: Authors’ own research
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World Bank researches (Cohen & Soto, 2007) show that focusing on human capital in higher 
education can cause efficacy in economic growth, and statistical data in some cases of the world 
has shown that the social profit on investment in higher education section is high, and this leads to 
more investments in this section. It should be noted that in this information, the rate of return eva-
luates just the economic profits resulting from higher education; while the positive effects and cul-
tural, political and social added value are not included in this research. The costs incurred in the 
higher education sector include direct costs (including tuition fees), general education subsidies, 
technological facilities, research costs and educational construction.

According to Figure 2, it can be seen that the amount of changes in GDP has been increasing 
since 2014-2019, so that the growth of GDP has increased from 1.8% to 4%, but in 2022-2019, due 
to the economic crisis caused by the Corona virus and the decrease of the economic value, the 
amount of changes in GDP has taken a downward trend, so that in 2022, the amount of changes in 
GDP has reached -01.8% and after the end of Corona, this trend is improving. Consequently, the 
employment rate follows up the GDP trends in 2012-2023 which is shown in Figure 3.

4. Conclusion
In today's world, where science and technology are rapidly growing in the world, higher educa-

tion institutions play a more important role in the economic, social and cultural development. That 
is why we evaluated the impact of higher education on economic development and reducing the 
unemployment rate. The research was done in the Uzbekistan in the period of 2014-2023. Over-
all, the findings show that in the long run, the expansion of educational opportunities will have the 
greatest impact on economic growth, which indicates the high importance of higher education in 
accelerating the country's economic development. Also, with an increase in the rate of educated 

Figure 2: 
GDP rate

Source: Authors’ own research

Figure 3: 
Employment rate

Source: Authors’ own research
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and skilled manpower, economic growth will increase. Furthermore, the results show a significant 
and direct link between the quantity of higher education graduates and employment rate, whilst 
by increasing of the higher education graduation by the 38%, the employment rate increased 
by about 12%. This proves the impact of human capital on economic growth. However, the skill-
based education can be more useful. According to the results of this study, it can be concluded 
that spending on higher education, research and development has a direct impact on increasing 
economic prosperity. Therefore, developing countries should consider spending on higher edu-
cation as a strategic national investment to move towards a knowledge-based economy.
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