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A B S T R A C T

Several scholars and media outlets have identified the low rate of return to education in the Arab World as a root
cause of unrest and upheaval (Fargues, 2011; Adams and Winthrop, 2011; Rhoads and Liu, 2009; Shafiq and
Vignoles, 2015). Yet, a close inspection of extant literature reveals that there is a limited theoretical or practical
understanding of why returns in the region are so low. This paper aims to begin filling that void by empirically
examining the relationship between four salient features of Arab World political economy and returns to edu-
cation. My findings are not causal, nor are they exhaustive or conclusive. Rather, they are suggestive, and
hopefully intriguing. It is my hope that this analysis might serve as a roadmap to those who might drill down into
an understudied regional issue with global consequences.

1. Background

On the morning of December 17, 2010, Mohammed Bouazizi set out
on the streets of Sidi Bouzid, Tunisia, to peddle produce just as he had
done for the past seven years. What transpired that day – harassment,
abuse, shutdown at the hands of local law enforcement (ostensibly for
failing to carry a permit), and Bouazizi’s resultant self-immolation in
front of the municipal building − proved to have global consequences
(Abouzeid, 2011). As video of the event spread on social media, protests
erupted in Sidi Bouzid and within weeks engulfed the Arab World, from
the Western Mediterranean to the Persian Gulf. Regimes toppled with
millions displaced. Hundreds of thousands were killed as protests gave
way to insurgency in Libya, Iraq and Syria.

Pundits took to the airwaves to explain what factors other than the
immediate catalyst had precipitated the wave of revolutions, routinely
identifying both political factors (i.e. government repression and cor-
ruption) and economic factors, namely a lack of opportunity. Simply
put, Arab laborers, including well-educated ones, perceived limited
opportunities for upward mobility (World Bank, 2015; Mazarei and
Mirzoev, 2015). The accuracy of the low opportunity narrative rests
upon one or both of three assumptions as it relates to education: that
access to education is constrained, that education systems are failing to
deliver leverageable skills, or that characteristics of political economy
suppress returns to education. Given that access to education and at-
tainment have increased dramatically in the region over the past four
decades (Barro and Lee, 2011; Young, 2016) and that MENA has the
highest skilled emigration rate in the world (Ahad and Tzannatos,
2016), characteristics of political economy must be determinant vis-à-

vis the perception of limited opportunity.

2. Review of literature

While there is abundant literature relaying the frustration of the
region’s middle class there is only a scant literature that attempts to
understand the problem through the lens of human capital theory. Ahad
and Tzannatos (2016) offer a cursory introduction to the topic, eluci-
dating that part of the low returns in the Gulf countries might be ex-
plained by the preponderance of foreign labor. Expatriates occupy most
lucrative jobs in the private sector thereby pushing citizens into the
comparatively wage-compressed public sector, where promotion is
rarely meritocratic. In short, those measured to evaluate national re-
turns to education are largely confined to a sector that does not prop-
erly reward human capital.

Ahad and Tzannatos (2016) hypothesize that the observance of low
returns is not only a function of who is entering countries, but also who
is leaving. Indeed, Arab states may suffer from the highest skilled
emigration rate in the world. While emigrating individuals might be
frustrated with the lack of opportunity or mobility in their local
economy, they likely would have been high wage earners, so their de-
parture arithmetically lowers returns. Of course, emigration is both a
cause and symptoms of low returns. Supply side issues including skill
mismatches and demand side issues including protectionism and cor-
ruption that are forcing emigration are suppressing the returns of those
who remain behind.

Pissarides (2015) asserts that the region’s inflated public sector and
preference for public sector jobs suppresses private and therefore

https://doi.org/10.1016/j.ijedudev.2018.01.001
Received 29 August 2017; Received in revised form 21 December 2017; Accepted 5 January 2018

⁎ Corresponding author.
E-mail address: iskingsb@email.uark.edu.

International Journal of Educational Development 61 (2018) 173–183

Available online 03 February 2018
0738-0593/ © 2018 Elsevier Ltd. All rights reserved.

T

http://www.sciencedirect.com/science/journal/07380593
https://www.elsevier.com/locate/ijedudev
https://doi.org/10.1016/j.ijedudev.2018.01.001
https://doi.org/10.1016/j.ijedudev.2018.01.001
mailto:iskingsb@email.uark.edu
https://doi.org/10.1016/j.ijedudev.2018.01.001
http://crossmark.crossref.org/dialog/?doi=10.1016/j.ijedudev.2018.01.001&domain=pdf


overall returns to education. Specifically, preference for the public
sector “explains the low skill composition of the private sector and the
skill mismatches in the region. There is evidence that the distortions in
relative wages have increased the private rate of return to skill, without
a corresponding increase in its social rate of return. So although highly-
skilled workers who get public sector jobs are rewarded for their edu-
cational investment, labor productivity in the private sector does not
rise to match the private rewards.” (p. 4).

Other scholars have posited that the low returns to education in the
region are not limited to earnings. Diwan (2016) finds that the region
also suffers from low social and political returns. Concisely, “educated
Arabs are much less emancipated by their education on political and
social values compared to their peers...Emancipation (referring to) a
higher preference for democracy, more civic action, and a lower pre-
ference for patriarchy, authority and social conservatism”, (p. 1–2). It
seems that Arab schools are not only failing to deliver adequate labor
market outcomes, but also what we would perceive to be desirable
social and political outcomes. Simply put, the failures and shortcomings
of Arab education systems are multifaceted.

3. Quantifying returns to education

Estimated pecuniary returns to education from each country are
derived from a simple Mincerian equation in which the log of an in-
dividual’s earnings are a function of their years of education, their ex-
perience, and a quadratic term of the latter. Formally,

= + + + +earnings β β educ β exp β exp εln( )i i i i i0 1 2 3
2

The rate of return is sensitive to how education is quantified. While
most models use years of education, so-called “extended-earnings
functions” use level of educational attainment (e.g., a high school di-
ploma or bachelor’s degree). The degree to which one specification is
preferable gets to the heart of a foundational topic in economics:
Whether human capital accumulation (measured by years of education)
or signaling theory (measured by attainment) is more determinant of
wages. This analysis will utilize both models, as the debate is unsettled
(Kjelland, 2008) (Table 1).

In examining returns to education in the Arab World, the specifi-
cation does have implications. Montenegro and Patrinos (2014) esti-
mate that the return to schooling MENA is 5.6% when using years of
education, lagging appreciably behind the rest of the globe. However,
using attainment shows that primary returns to schooling are not far
from the global average, but that secondary and tertiary returns lag
woefully behind.

4. Methods and data

I examine the relationship between the rate of return to education
and several factors that might explain the region’s low returns, speci-
fically religiosity, poor academic performance, economic reliance on
natural resources, and rule of law, measured by corruption and

property rights. Rate of return estimates come from several different
sources. Primarily, I use Montenegro and Patrinos (2014)’ Comparable
Estimates of Returns to Schooling Around the World. They estimate returns
for dozens of countries using a simple Mincer equation. In several cases,
there are more than a dozen estimates for a single country as they
update estimates as new waves of data become available. I defer to their
most recent estimates (Fig. 1).

The Montenegro and Patrinos (2014) dataset has the advantage of
including estimates for dozens of countries using the same method.
Including non-Arab countries in my analysis of the relationship be-
tween these national characteristics and returns to education is desir-
able, as drawing inference from 22 countries is difficult. Missing data
within independent and dependent variables further compounds the
issue. Importantly, my hypothesis about what might be causing the
region’s low returns to education are not exclusive to MENA. Rather,
those forces are a particularly salient feature of Arab World political
economies.

Montenegro and Patrinos (2014) estimate returns to education for
only 10 of 22 Arab countries, a notable drawback given the purpose of
this analysis. I fill this gap with estimates from other sources. All esti-
mates derive from basic Mincer equations, so while the sources of data
are different, the methods to calculate returns to education are the same
(Table 2).

There is one notable methodological concern in using non-Arab
countries within the analysis. Arab states have high levels of religiosity,
corruption, inequality and natural resource reliance. They also have
poorly performing schools and low returns to education. Therefore,
including non-Arab countries alongside Arab states within a regression
increases the likelihood of detecting spurious relationships.
Illustratively, a correlation between returns to education and corrup-
tion is likely to find a negative association simply because Arab states
have high levels of corruption and low returns to education. Whether
corruption is actually causing the low returns is questionable.

Using OLS estimates mitigates these concerns but does not dispel
them altogether. As a sensitivity test (when sufficient data allows for it),
I perform a separate analysis that considers the relationship between
those characteristics and returns to education exclusively in Arab states.
For that portion of the analysis, simple Mincerian estimates are derived
from Tzannatos et al. (2016),who estimate the rate of return to edu-
cation for all 22 Arab countries using recent Gallup data. Note that their
estimates cannot be used within the global analysis, as they estimate
returns for men and women separately whereas Montenegro and
Patrinos (2014)’ derive a single simple earnings function estimate for
each country.

Unfortunately, no earnings function estimates, no matter how well
specified, are precise or causal. After all, the decision to procure addi-
tional education is not by chance, but associated with a number of
factors that affect earnings, including conscientiousness, intelligence,
and perhaps most importantly, socioeconomic background. Moreover,
the degree of bias will invariably change depending on national con-
text. To illustrate this point, consider a country that provides free,
highly accessible college education compared to a country in which
tertiary education is generally reserved for the wealthy or the family of
political elites. In the former, socioeconomic background will appear in
the error term in some capacity, as familial networks surely influence
the decision to enroll in college and labor market outcomes. In the
latter, however, the bias might be orders of magnitude larger. In such
contexts, returns to education could be significantly overestimated.

The possibility of differences in the degree of bias across countries
casts some doubt over whether private returns to education in the Arab
World are in fact low, as it is possible that the low estimates reflect
differences in educational access rather than differences in returns.
However, there is good reason to trust that returns are low. For one,
anecdotal and empirical evidence overwhelmingly indicates that highly
educated individuals in the region are plagued by unemployment and
underemployment. Indeed, college graduates in Egypt are just as likely

Table 1
Returns to Education.
Source: Montenegro and Patrinos (2014)

Region Primary Secondary Tertiary Average Returns
to Schooling

MENA 16.0 4.5 10.5 7.3
High Income Economies 4.9 6.6 11.1 10.0
East Asia & Pacific 13.6 5.3 14.8 9.4
Europe & Central Asia 13.9 4.7 10.3 7.4
Latin America and Carribean 7.8 5.4 15.9 9.2
South Asia 6.0 5.0 17.3 7.7
Sub-Saharan Africa 14.4 10.6 21.0 12.4
All Economies 11.5 6.8 14.6 9.7
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