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Abstract. In the context of a globalizing world economy, characterized by the rapid spread of
information technology and internationalization of economic activities, strengthening the
educational potential of a country becomes an independent factor in economic growth. The extent
of investment in human capital, especially in education is largely related to the country's strategy
for further economic development. Similar to other investments, education has both direct and
indirect impacts. Additionally, there are non-economic effects, such as reduced crime rates and
environmental protection. Despite the fact that there are significant gaps in the educational
systems in different countries, almost everyone in the world views investments in their
educational systems as important in the economic progress. This article extensively analyzes
previous research conducted by scholars in this field. The reviewed literature indicates that
countries with higher levels of education experience faster economic growth. Furthermore,
structural changes driven by education are noted to accelerate economic growth. However, most
of these studies have focused on examples from developed countries. As an indicator of
investment in education, data on government expenditure on education (sourced from UNICEF
and the European Training Foundation), education quality (OECD, PISA 2018), enrollment rates,
and average years of schooling have been collected and analyzed to identify recent trends. To
model the impact of education on GDP, a production function was utilized, establishing a
mathematical relationship between average years of schooling and total output. The research
method involves a descriptive analysis of educational statistics from the past 10 years. The
findings support the notion that countries prioritizing education tend to experience faster
economic development, greater innovation, and improved public health, ultimately leading to a
more dynamic and resilient economy.

Key words: Education, Human Capital, Economic Growth, Structural Changes, Sustainable
Development.

1  Introduction

One of the most significant factors for a country’s growth is the economic investment.
A sustained accumulation of capital generates economic growth (Murphy-Braynen,
2019). Education is a key driver of various factors that contribute to economic
development. Countries that invest in education tend to grow faster, reducing in this

© The Author(s) 2025

C. F. de Sousa Reis et al. (eds.), Proceedings of the 10th International Conference on Lifelong

Education and Leadership for ALL (ICLEL 2024) , Atlantis Highlights in Social Sciences, Education and
Humanities 34,

https://doi.org/10.2991/978-94-6463-686-4_54


http://orcid.org/0000-0003-2048-8659
http://orcid.org/0000-0002-0010-9917
http://orcid.org/0009-0002-6910-9074
http://orcid.org/0009-0001-1679-1228
https://doi.org/10.2991/978-94-6463-686-4_54
http://crossmark.crossref.org/dialog/?doi=10.2991/978-94-6463-686-4_54&domain=pdf

Education Investments 799

way their differences in per capita income in relation to countries where this level of
investment is lower.

Moreover, a well-educated workforce is better equipped to adapt to
technological advancements and market demands, resulting in a more dynamic and
resilient economy. This adaptability not only benefits the economy but also enhances
the overall quality of life for individuals and communities. This, in turn, cultivates a
more diverse and skilled workforce, contributing to a more vibrant and competitive
economy. Moreover, it reduces the burden on the state to fund social welfare programs
while boosting tax revenues, leading to overall economic prosperity (Ziberi et al, 2022).

Investing in education not only enhances the knowledge and skills of
individuals, but also contributes to the economic growth and stability of a nation
(Alinian et al., 2022). Educational investments are essential for economic growth. They
lead to the development of human capital, which is crucial for innovation, productivity,
and entrepreneurship. Furthermore, education investments can help reduce poverty and
income inequality by providing individuals with better job opportunities and higher
earning potential. Overall, education investments play a vital role in securing economic
and social progress, improving income distribution, fostering innovation and
productivity, and creating a skilled workforce that can drive economic growth and
development. According to V. Dianova et al (2023), higher education stimulates
lifelong learning and enhances the qualification levels of the workforce. This systemic
increase in skill levels among workers fosters innovation and technological
advancement, which are crucial for sustained economic development.

An accessible and high-quality education system, the well-being and
prosperity of the population, gender equality, and the good moral and physical
condition of the people are key drivers for any nation striving for sustainable
development (Addison & Roe, 2018). For example, among the Asian Tigers, Singapore
and South Korea had higher literacy rates compared to other countries in the late 1980s
and early 1990s before their development (Education at a Glance 2023: OECD).

Despite this, the effects of the level of education on the economic growth of
countries can manifest differently. For instance, countries with the same level of
education may experience varying rates of economic growth. Several factors contribute
to this, primarily including demographic conditions, technological innovation,
openness to foreign trade, and the political and legal status of the country.

An increase in the level of education, in turn, always leads to the creation of
more lucrative and complex professions, which further encourages people to pursue
education. This highlights the reciprocal cause-and-effect relationships where
development influences education and education influences development. Today, the
economic impact of education—through the growth of human capital—leads schools
and universities to consider reinvesting in themselfs.

The impact of education on a country's economy is not limited to personal
income and GDP. Additionally, education can influence the development of healthcare,
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family formation, the environment, and other areas (Education at a Glance 2023:
OECD). For individuals, education not only enhances their well-being and creates
broader economic opportunities but also provides non-economic benefits such as
improved health, better nutrition, effective parenting, personal fulfillment,
entertainment, and the development of personal skills (Haveman & Wolfe, 1984).

The level of education plays a significant role not only in economic growth
but also in the technological development of countries. In economic research, the role
of human capital in economic growth has often been overlooked due to its association
with the level of specialization within a country. It is possible to investigate the direct
and indirect impacts of human capital on economic development. The relationship
between human capital and high science-intensive industries, and their influence on
economic growth, is substantial (Teixeira & Queiros, 2016).

Human capital, in turn, is the primary driving force behind innovation and
technological development. This leads to increased productivity and higher incomes for
workers. Additionally, it contributes to productivity growth through the inflow of
equipment and ideas from foreign countries. More specifically, human capital
determines a country's specialization in technologically advanced sectors, thereby
directly influencing economic growth (Teixeira & Queirods, 2016).

2 Method

This research includes secondary data utilized in the study, namely, national statistical
databases, international reports, academic publications, and institutional records. We
outline the methodological approaches employed to analyze the data and address the
research objectives. This may involve quantitative techniques such as econometric
modeling to examine the relationship between education investments and economic
indicators such as GDP growth, labor productivity, and income levels. Qualitative
methods such as content analysis and case studies may also be utilized to provide
context and insights into policy implications.

3 Findings

Over the past 10 years, there has been a positive trend and significant development in
investments in the education sector in Azerbaijan (EU Reporter, 2021). According to a
survey conducted by the World Bank among 100 countries, Azerbaijan was among the
top 10 countries showing the highest development in education and healthcare at the
beginning of 2022 (The World Bank, 2022a). The latest value of literacy rate in
Azerbaijan from 2019 is 99.8 percent. For comparison, the world average in 2019 based
on 27 countries is 90.02 percent (European Training Foundation). Over the past five
years, the number of students receiving higher education has increased by 21% (The
State Statistical Committee of the Republic of Azerbaijan, 2022). As a result of
implementing a sustainable development model and improving human capital,
Azerbaijan has been recognized as one of the top 20 most reformist countries (The
World Bank and International Finance Corporation, 2022a). According to the latest
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Human Capital Index assessment conducted by the World Bank in 2020, a child born
in Azerbaijan today is expected to be 58% more productive, healthier, and better
educated than those of working age today (The World Bank, 2022a).

Table 1. Educational and economic indicators from 2010 to 2022

Indicator 2010 2015 2019 2020 2021 2022
1 GDP growth rate 5.0 1.1 2.5 43 56 4.6
2 Public expenditure on 2.8 3. 2.7 4.3 M.D MD

education (as % of GDP)
3 Public expenditure on 8.7 7.6 8.3 10.5 11.5 13.0
education (as % of total

expenditure)
4 Adult literacy (%) 99.8 998 998 ™MD MD M.D
5 Education 16.6 150 148 12.6 12.6 12.6

attainment  low
of total medium 62.5 629 626 623 623 623

population
(aged 15+) high 21.0 221 226 251 251 251

6 Net enrolment rates in M.D M.D 87.6 8.9 MD M.D
secondary education

(ISCED level 2-3)
Sources: Indicators 1, 2, 3, 4, 5, 6, 7: The World Bank, World Development Indicators database
Indicators 10, 11: UNESCO, Institute for Statistics
Notes: (1) Estimation. (2) Low - Basic, less than basic (ILOSTAT) (3) Medium - Intermediate
(ILOSTAT) (4) High - Advanced (ILOSTAT) (5) Applies to 2018 (6) Low - Main and primary
education (7) Medium - Secondary, vocational and secondary specialised education (8) High -
Higher education
M.D. = Missing Data

As seen from the table, from 2010 to 2022 provides significant insights into
the interplay between education and economic growth. The fluctuating GDP growth
rates highlight the vulnerability of economic stability to global events, such as the sharp
decline in 2020 due to the COVID-19 pandemic, followed by a rebound in 2021. The
steady increase in public expenditure on education as a percentage of total expenditure
suggests a growing recognition of the importance of education in fostering economic
development and societal progress. Despite the incomplete data on certain indicators,
the available figures indicate a positive trend in educational attainment, with a
noticeable decrease in the population with low education levels and an increase in those
with higher education. This shift reflects the potential for a more skilled workforce that
can contribute to higher productivity and innovation.
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Historically, investments in education have generated competitive skills, leading to
rapid economic growth for countries. This contributes to education's growth in two
directions (Eric & Hanushek, 1996):

1. Regarding the participation in education by individuals, an overall
increase in education leads to raising the general education level of
society, which contributes to economic growth.

2. In terms of the quality and investments in education, an increase in
investments in the education system enhances the quality of education,
thereby supporting economic growth.

4 Results, Conclusions and Recommendations

The interplay between educational investment and economic growth is intricate and
multidimensional, extending beyond simple correlations to encompass the broader
impacts on society, innovation, and long-term sustainability. Tas¢1 and Titrek (2019),
claim that lifelong learning is very important for sustainable education. This article has
demonstrated that education is a critical driver of economic development, fostering a
skilled workforce capable of enhancing productivity and innovation. Historical and
contemporary analyses illustrate that countries with substantial investments in
education tend to experience more rapid and sustained economic growth. Empirical
evidence highlights that nations like Azerbaijan, which have prioritized education,
show significant advancements in economic metrics, suggesting that education quality
and accessibility are pivotal for development. Increased educational attainment leads
to a more competent labor force, which not only attracts higher-paying jobs but also
reduces income inequality and enhances societal well-being. This virtuous cycle creates
an environment where economic and social improvements are mutually reinforcing.
Furthermore, the analysis underscores the importance of continuous investment in
education to maintain and accelerate economic growth (Sultana et al,, 2022). It is
evident that both the quantity and quality of education matter; thus, policies aimed at
improving educational infrastructure, teacher training, and curriculum relevance are
essential. Investing in education is not merely a social good but a strategic economic
imperative that yields substantial returns in terms of innovation, health, and overall
economic resilience.

In conclusion, the strategic investment in education should be viewed as a
cornerstone of economic policy. Policymakers must recognize the multifaceted benefits
of education, extending beyond immediate economic gains to foster a more equitable,
innovative, and sustainable society. As global economies become increasingly
knowledge-based, the role of education will only grow in significance, demanding
sustained commitment and strategic planning to harness its full potential for economic
development. The conclusions derived from the reviewed literature are as follows :
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1. The countries with higher levels of education tend to experience faster

economic growth.

2. The countries with a higher share of technology and knowledge-intensive

sectors in their production structure tend to exhibit higher economic growth.
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