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Abstract. This research article focuses on the regional concentration of 

higher education. The purpose of the research is to examine the effects of 

this concentration and to devise some possible outcomes and implications 

for the regional economic growth and development. We discuss the 

endogeneity of higher education and evaluate the differences such as the 

official demographic projections or the growth-related factors, including 

student numbers predicted by official statisticians. Our article contributes to 

ongoing research on the role of higher education in promoting regional 

economic development and emerging inequalities in the regions around the 

world. In addition, it focuses on the existence of the multiple channels of 

activity through which tertiary education institutions (TEIs) benefit their 

regional economies. In addition, the paper tackles the issue of regional 

concentration of TEIs within and across regions and clearly demonstrates 

how the geography of higher education has evolved and developed in the 

recent years. 
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1 Introduction 

Regional concentration of higher education surely has a point and some relevant implications. 

The strong concentration of regional universities in any region can surely become an 

important asset in promoting economic recovery and growth [1]. These are numerous and 

well-known government flagships of public research such as the universities and community 

colleges that offer a full range of four-year degrees. The universities conduct research on 

labour supply and demand, labour development and best practices. They mitigate the effects 

of economic downturns and serve as an important source of job growth during recovery 

periods. Many countries boast a significant inventory of regional public universities, which 

are important assets for promoting economic recovery, and significant economic assets for 

smaller rural and larger urban communities [2]. Ensuring the vitality of these clusters and 

improving the environment for new and related clusters is crucial for regional economic 

development [3].  
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There is no question that higher education will play an important and growing role in the 

regional economy of any nation's future, and colleges and universities are closely linked to 

the health of their communities and regions [4]. Higher education institutions must take the 

lead in ensuring public-private cooperation to develop and implement regional economic 

plans that address weaknesses in the general business environment and constraints on cluster 

development. In order to best manage their role and use the economy surrounding it to 

improve their own competitive position, colleges and universities need to understand the 

composition of regional economies and what universities can contribute [5]. Tertiary 

education is crucial to improving primary and secondary education, as tertiary institutions 

prepare teachers, administrators, executives, and other education professionals to create 

policies and personnel schools for young children [6].  

Nowadays, the surge in young people interested in secondary and post-secondary 

education, increasing urbanization in developing countries, and the rise of new middle-

income countries seeking to increase their economic competitiveness require a 

comprehensive and holistic strategy focused on the effective implementation of the entire 

system [7]. Achieving these objectives requires defining governance, management and 

strategic leadership in higher education and other areas of public management [8].  

Our research contributes to ongoing research on the role of higher education in promoting 

regional economic development and emerging inequalities in the regions around the world. 

The regional distribution of tertiary education shows how the recent growth in the sector has 

contributed to promoting a more equitable geographical distribution of growth and 

consolidating existing centres of excellence. In the next section, there are the multiple 

channels of activity through which tertiary education institutions (TEIs) benefit their host 

countries and regional economies. As a result, governments have taken explicit measures to 

decentralize the provision of TEs in order to achieve regional policy objectives. There are the 

long-term effects of universities and colleges on regional growth and knowledge spill-over 

effects. In addition, there is a long tradition in regional economics to examine the impact of 

TEI on student spending [9]. Researchers model the relationship between higher education 

and local economic growth. The presence of colleges and universities is believed to lead to 

greater concentration of qualified workers in one location, and the above model provides 

indirect conceptual support for growth-enhancing effects at universities [10, 11]. On the basis 

of this model, institutions that offer programmes in areas with a stronger tendency towards 

industrial activity are associated with a greater impact on economic growth. Universities and 

colleges are producers of skilled labour, and areas near them tend to have a higher 

concentration of skilled labour. There are a large number of empirical studies linking regional 

economic development to higher education, and many focuses on the spending effects of 

universities [12, 13]. For example, in the United States the four-year institutions that 

emphasize the liberal arts are known as "halls of residence", because they have lower 

enrolment and lower student-teacher ratios than universities. Some of them also offers 

experimental curricula [14].  

In general, for-profit higher education, also known as for-profit colleges or proprietary 

education, refers to higher education institutions that operate as private, for-profit enterprises. 

The term university education generally refers to polytechnic or university degrees. To cope 

with the explosive growth of K-12 education, the states established a network of colleges of 

teachers that began in Massachusetts in the 1830s. In the 1950s, teacher colleges became 

state colleges and public universities with broader curricula [15]. However, the COVID-19 

pandemic, combined with stagnant population growth, a healthy economy and higher tuition, 

has led to a decrease in enrolment at public universities.  

Researchers often find a robust positive correlation between the regions with the initial 

share of workers with university degrees changing over time. The local labour markets with 

a higher initial share have seen a greater increase in the share of university graduates, and the 
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migration behaviour of university graduates reinforces this pattern of skills divergence 

between regions [16]. The largest and most populous regions have the largest net migration 

flows of young university graduates, while the smallest regions have the second largest net 

migration flows. This does not mean that the human capital effect and the location effect are 

a zero-sum game in which one region's success draws resources from another [17]. The 

inequal distribution of human capital reinforces mobility patterns of university graduates and 

the regional sorting is evident by school grades and parental background. This is due to the 

fact that we have seen different patterns of qualification between regions and countries over 

the last three decades. 

2 Economic impacts of tertiary education on regional 
development 

The way knowledge is disseminated implies that universities influence not only their own 

location, but also neighbouring areas. As self-producers of knowledge and human capital, 

they accelerate capital accumulation and technological change in the regions and have a 

lasting impact on economic growth. For example, universities in Silicon Valley can influence 

growth by fostering innovation in their regions [18, 19]. With regard to that, Valero and van 

Reenen [20] examined the impact of university growth on regional growth. They showed that 

university activities, in particular knowledge-based activities such as teaching and basic 

research, have a significant positive impact on a range of measures of regional economic 

progress. There is indeed a greater impact of modern universities on local and regional 

development. 

It turns out that the expansion of higher education during this period was not only a 

product of wealth, but also helped to stimulate economic growth around the world. These 

results are consistent with the conclusions of contextual work linking universities and their 

spending to local businesses and regional economic outcome [21]. The economic impact of 

higher education is important for regional development, but even with participation rates 

rising, itis unclear how regions have benefited.  

One of the best examples can be analysis of the regional distribution of higher education 

in Europe with the aim of finding out whether the recent growth of the sector has contributed 

to promoting a more equitable geographical distribution of this growth or to establishing 

existing centres of excellence. A study of the panel of European regions can show how the 

geography of higher education developed in the recent years [22]. There is no question that 

higher education will play an important and growing role in the regional economy in our 

nation's future, as colleges and universities are closely linked to the health of their 

communities and regions. Higher education institutions must understand the composition of 

regional economies to which they contribute in order to manage their role best and to utilize 

the surrounding economy to improve their own competitive position [23]. Higher education 

institutions must also play a leading role in ensuring public-private cooperation to develop 

and implement regional economic plans that address weaknesses in the general business 

environment and constraints on cluster development [24]. To achieve these objectives, 

governance, management and strategic governance of higher education, as in other areas of 

public management, must be defined. Tertiary education is crucial to improving primary and 

secondary education, as tertiary institutions prepare teachers, administrators, executives, and 

other education professionals to create policies and personnel schools for young children. 

Public and private providers must be able to fulfil the comprehensive functions and 

requirements of the tertiary education sector outlined in this section. For example, the policy-

makers and the governments should ensure that appropriate laws and funding mechanisms 

are in place and that its role is complemented by institutional stakeholders (public and 

private), buffer points (regulatory and quality assurance agencies, think tanks, data 
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warehouses) and key actors (rectors’ councils, student organisations, chambers and industry 

associations). The long-term effects of universities and colleges on regional growth and 

knowledge spill-over effects are therefore evident [25].  

It is generally assumed that the presence of colleges and universities leads to a greater 

concentration of qualified workers in one location, and the above model provides indirect 

conceptual support for growth-enhancing effects at universities. Robust results for the impact 

on neighbouring counties provide clear evidence of the transmission of knowledge from 

universities (such as the research universities in the United States that have been increasingly 

involved in economic development since the mid-1980s). Colleges and universities are 

important economic drivers for their surrounding communities, and their potential impact on 

the regional economy as a whole is increasing [26]. Interest in measuring the impact of higher 

education on regional economies has grown accordingly.  

3 Higher education and regional economic development 

Many regions worldwide are undergoing demographic and industrial changes that will affect 

their economic development in the context of education. The younger and more predictable 

technological changes in the industry, the more jobs that require higher education, and the 

more need for continuous training. Higher education institutions must take the lead in 

ensuring public-private cooperation to develop and implement regional economic plans that 

address weaknesses in the general business environment and constraints on cluster 

development [27]. Institutions can strengthen their regional economies through a variety of 

targeted initiatives, ranging from creating jobs, developing real estate, advising start-ups, 

conducting basic research, and promoting local industries. The role of higher education in 

economic development is crucial in raising the level of education in the region, but this will 

not lead to economic growth if education is not coordinated in such a way that it meets the 

current and potential needs of industry and is accessible to all potential workers. The role of 

higher education includes economic development as part of its core mission. There is no 

question that higher education plays an important and growing role in the regional economy 

of our country's future, as colleges and universities are closely connected to the health of their 

communities and regions [28]. 

In order to maximise their role in exploiting the surrounding economy to improve their 

own competitive position, higher education institutions need to understand the composition 

of the regional economies to which they contribute. In recent years, universities and colleges 

have been seen as key players in industrial renewal and regional economic growth owing to 

their assumed impact on spatial knowledge production, innovation and social change [29]. In 

the last decade, efforts to promote academic entrepreneurship, defined as initiatives aimed at 

generating knowledge spill-over effects from university research that lead to university spin-

offs and the creation of new venture capitalists, have been highlighted as an important 

catalyst for innovation and economic growth. 

The role of universities in economic and social development is a complex, multi-layered, 

emerging phenomenon that requires time and skilled leadership and policy approaches to 

maximize the benefits of local university-industry interactions [30]. Universities contribute 

to innovation and entrepreneurship through teaching, strategic direction and governance 

structures. Colleges and universities serving the regions provide fiscal, physical and human 

resources to create entrepreneurial systems to drive economic development. There are a large 

number of empirical studies linking regional economic development with higher education, 

many of which focus on the spending effects of universities. Evidence of the link between 

economic development and knowledge production by universities is found through two 

important approaches. The first approach takes universities as the primary factor, with several 

other factors explaining the concentration of high-tech activities. Second, higher education's 
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contribution to the integral development of individuals is to bring together active citizens, 

participate in peaceful protests and challenge the status quo, build a healthy and just society, 

promote universal moral values, contribute to developing an individual understanding of 

oneself and the world around them, and develop students’ environmentally friendly 

worldviews [31]. The development of students' general skills is seen as important and 

instrumental to the broader logic of human development. This is due to the fact that the terms 

“university” and “higher education” as search terms are used interchangeably and often 

treated as interchangeable in literature. 

In addition, higher education institutions use various strategies to improve the quality of 

teaching and provision, believing that the instrumental function of higher education is to 

create employment. The majority of our respondents argued that the provision of high-quality 

higher education should be understood as targeting the national labour market and that 

universities should address global and national challenges. Overall, the above findings are 

consistent with the literature on links between research universities and nearby high-tech 

companies. This is evidence of the knowledge effects of colleges and universities. In a later 

scenario, in which the industrial mix serves as an intermediary between college and university 

and the development of the regional economy, these institutions could contribute to the 

county's long-term growth by shifting local activities to growing industries. 

4 Tertiary education institutions and the productive capacity 

The shortcomings of the current scientific method of studying educational productivity mean 

that much of the available knowledge is considered timid and contingent. There is no 

universally accepted theory for guiding and financing reform efforts, and several theories are 

incomplete [32]. 

The evaluation of the effectiveness of alternative education strategies goes beyond the 

scope of this article. There is evidence that government spending on primary and secondary 

education improves school performance and increases government per capita income. 

Median wages for workers of all levels of education have fallen in the recent years, but 

college wage premiums - the percentage of income growth for those with a Bachelor's degree 

or higher compared to those with only a high school education - are still above 85% [33]. 

OECD research concludes that measures to improve the graduation rates of secondary and 

tertiary education improve gross domestic product per capita. There is plenty of evidence that 

children's success at school depends, at least in part, on the interests and aspirations of their 

peers. The influence of peers is greater than school effects, including teacher quality [34]. 

There is also a strong link between education and productivity and economic growth. 

Universities and other institutions provide not only higher education and continuing 

education, but also a busy research environment that generates innovation with valuable 

commercial applications. For the first time in decades, there is evidence of the role of tertiary 

education, and a report by the Centre for Education and International Development at 

University College London concludes that it contributes to and improves the quality of life 

of those who participate and affects their graduates [35]. 

All in all, tertiary education makes a positive contribution to economic and non-economic 

development in various ways. Estimates abound that tertiary education contributes to 

economic development, as it supports the country's economic growth and leads to higher 

incomes for individual graduates. Tertiary education is crucial to improving primary and 

secondary education, as tertiary institutions prepare teachers, administrators, executives, and 

other education professionals to create policies and personnel schools for young children. 

The skills acquired and improved through higher education contribute to increasing the 

productivity of the workforce and play an important role in developing the professional skills 

of those in the country of study. Public and private providers must be able to fulfil the 
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comprehensive functions and requirements of the tertiary education sector outlined in this 

section. To achieve these goals, governance, management, and strategic leadership must be 

established in tertiary education, as well as in other areas of public management. For 

example, the stakeholders must ensure that appropriate laws and funding mechanisms are in 

place and that its role is complemented by institutional stakeholders (public and private), 

buffer points (regulatory and quality assurance agencies, think tanks, data warehouses) and 

key actors (represented by the rectors’ councils, student organisations, chambers of 

commerce and industry associations). Increasing public support for formal education, 

including but not limited to higher education. Public support means making higher education 

more affordable so that people do not drown in debt after graduation, expanding and 

improving training infrastructure so that those who do not go to university can enjoy a 

rewarding, family-sustaining career. These results depend on high-quality and accessible on-

the-job training. Increased access to quality education not only increases economic 

opportunities for residents, but also contributes more to strengthening the overall economy 

and state government. Governments can enhance the strength of their economies and grow 

their ability by attracting high-wage employers, investing in education and increasing the 

number of educated workers. Tax cuts to attract private investment from other states in the 

race for the bottom of the government's economic development strategy undermine the ability 

to invest in education. Countries where a larger proportion of their population attends 

graduate schools have higher economic growth than countries with a less educated 

workforce. Countries that do not have an extensive network of colleges and universities also 

benefit from education, and countries that offer basic literacy programs are seeing economic 

improvements. Raising education levels is an important way to increase productivity and 

enable income growth that leads to a higher standard of living. Improved access to further 

education will enable more children to achieve upward mobility, contribute to their full 

potential and strengthen our overall economy. Understanding how education and training 

interact with the economy can help explain why some workers and businesses thrive in the 

economy while others falter. For example, higher levels of education are associated with 

technological advances and higher levels of entrepreneurial development, which are 

important sources of job productivity growth. Industries with higher education and training 

requirements tend to pay workers higher wages. These higher wages may be due to a reduced 

labour supply that can operate in these sectors, or the necessary training or education may 

entail significant costs. An oversupply of labour can be harmful for workers working in 

sectors with low barriers to entry, or for new workers in occupations that do not require a 

degree or specialised training. We show that the ratio between GDP per capita and 

universities is not determined by the direct expenditure of the university and its staff and 

students. Financial problems at the state level have led to funding cuts in public education, 

reduced education levels, and hampered the future workforce and economic growth that 

public education generates. 

5 Conclusions and implications 

There are many issues with the determinants of the regional concentration of higher 

education. For example, sticker price for tuition for students eligible for financial assistance 

is usually lowered when their account balance is near zero, discouraging them from applying. 

Governments and policy-makers have to find ways how to channel productive resources to 

historically lower-class colleges and universities to improve racial equity in access to higher 

education and to integrate those left behind in geographical regions into the knowledge 

economy. Nevertheless, evidence from many studies around the world show positive spill-

over effects of universities on local and regional economies. It turns out that the expansion 
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of higher education during this period was not only a product of wealth, but also helped to 

stimulate economic growth around the world.  

Proving the link at country level is difficult because there are many factors that we need 

to control. The first is the effect of levelling regional performance on a nation's overall 

economic growth. At the subnational level, if the ignored country-specific factors are kept 

constant, human capital (as measured by school years) is more important for cross-sectional 

growth than regional GDP per capita.  

In summary, successful regional concentration of higher education brings immediate 

benefits to spending in the local economy, making a region a more attractive location for 

people and businesses, and generating long-term benefits from increased human capital, 

socio-economic feedback, and spill-over effects. This is not to mention that the human capital 

effect and the location effect are zero-sum games in which one region's success drains other 

resources. The relation between higher education institutions and local population and 

employment growth is therefore positive and needs to be fostered and promoted as very 

beneficial at all levels – both at the private sector level and at the governmental and public 

levels. 
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