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Human resource, financial market development
and economic growth in Saudi Arabia: a role of human capital

Abstract. Human Capital (HC) is considered as a key factor in determining and accelerating the economic growth in this modern
age due to productivity gains. The present study explores the impact of human resources and financial market development
(FMD) on the economic growth of Saudi Arabia by using data of 1970-2017 and by applying the autoregressive distributed lag
(ARDL) cointegration methodology. Our findings suggest that the interaction between HC and human resources or between
capital and FMD contributes positively to the economic growth in Saudi Arabia. Further, elasticity of FMD is found greatest
in comparison of other growth factors. The elasticity implies that human capital is not enough to largely support the financial
market. Its improvement, however, will promote the economic growth at higher pace as an increase of 1% in FMD interacting
with human capital will increase economic growth by 0.688%. The findings of our research corroborate the importance and
complementarity of HC and growth factors in enhancing the economic growth and we recommend the policy makers to focus on
improving human capital in the kingdom through effective educational policies.
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Maxmypg X.

KaHanaaT eKOHOMIYHMX HayK, cTapLumin BUKnNagad, kadeapa giHaHcis,

Konepx ynpasniHHs 6i3Hecom, YHiBepcuTeT nprHua Catrama 6iH A6aynasisa, Enb-Xapmx, Caygiscbka Apasis

Anb-KaxraHi H. C.

KaHamaaT eKOHOMIYHMX HayK, OOLEHT, kadenpa ynpasniHHA MIOACbKMMU pecypcamu,

Konepx ynpaeniHHs 6i3Hecom, YHiBepcuTeT npuHua CaTtrama 6iH A6aynagisa, Enb-Xappk, Caygiscbka Apasist

Jropcbkuin pecypc, po3BUTOK (hiHAHCOBOIro PUHKY Ta €KOHOMiIYHEe 3POCTaHHS

B CaypiBcbKili ApaBii: ponb NIOACbKOro Kanitany

AHoOTaUif. Y cy4acHy enoxy NoACbKU Kanitan po3risfacTbCs SK KMoYoBUin (hakTop, LLO BU3HAYaE Ta MPUCKOPIOE EKOHOMIYHE
3POCTaHHSA 3a paxyHOK MigBuLLEHHSA NpoAyKTMBHOCTI. Ha ocHoBI gaHmx 3a nepiog 1970-2017 pp., a TaKOX LLUAAXOM 3aCTOCYBaHHS
aBTOpPEerpecinHoi Mogeni 3 PO3roAiNeHM laromM, aBTopu CTaTTi AOCNIQNAN BNIMB IIOACHKMX PECYPCIB | PO3BUTKY (hiHAHCOBOrO
PUHKY Ha eKOHOMiYHe 3pocTaHHs CayaiBcbkoi Apasii. Pe3ynstati npoBefeHOro LOCHIIKEHHS MOKadyloTb, WO B3aEMOAis
NIOOCbKOro Kanitany Ta JIIOACbKMX PecypciB, a TakoXK Kanitany i (hiHaHCOBOro PUHKY, MO3UTWBHO BMJIMBaE Ha €KOHOMiYHe
3pocTtaHHA CaypgiBcbkoi Apasii. TakoX 6yno B13Ha4YeHO, L0 enacTUYHICTb 3POCTaHHA (DiIHAHCOBOrO PUHKY HanbiNbLIOK MipOto
NPOABASETLCA Nif Yac 3icTaBneHHs ii 3 iHWMMK dakTopamu pocTy. 3a pesynsTatamy SOCNimKeHHs 6yno 3pobneHo BUCHOBOK
npo Te, WO NMI0ACBKUIA Kanitan Ta iHWi (hakTopu € BaXXIMBMU Ta B32EMOAONOBHIOBaNIbHMMM LLLOA0 3a6e3nedeHHs 1 NigBULLEeHHS
€KOHOMIYHOro 3pOCTaHHA KpaiHu. PekomeHgoBaHoO nogansLue noninweHHs SKOCTi IIOACbKOro Kanitany LWASAXOM YNpOBa)KEHHS
eheKTUBHOI NoNITUKN OCBITH.

Knro4oBi cnoBa: Nofchki pecypcu; NoACbKMiA Kanitan; EKOHOMIYHE 3pOCTaHHS; PO3BUTOK (hiHAHCOBOrO PUHKY.

Maxmyp X.

KaHauaaT 3KOHOMMYECKUX HayK, CTapLunii npenopasaTesb, kadeapa prHaHCcoB,

Konnemx ynpaeneHus 6usHecom, YHusepcuteT npuHua Cattama 6uH A6aynasnsa, dnb-Xapgk, Caygosckas Apasus
Anb-KaxtaHu H. C.

KaHanaaT 3KOHOMUYECKMX HayK, AOLEHT, Kadedpa yrnpasneHns YenoBeyeckrMm pecypcamu,

Konnepx ynpaeneHus 6usHecom, YHnsepcuteT npuHua CaTtrama 6vH A6aynasmaa, Enb Xapgx, Caynosckas Apasusi
YenoBeuyeckuit pecypc, pa3Butime (hbMHaHCOBOIO pbiHKA 1 9KOHOMU4YECKUA POCT

B CayanoBckoi ApaBuun: ponb YenoBevyecKoro Kanutana

AHHOTauus. B coBpeMeHHylo 3MOoXy Y4enoBeYEeCcKUlii KanuTan paccMaTpUBAETCH KakK KIo4YeBOW (hakTop, ONMpepenstowmnii n
YCKOPSIIOLLNIA SKOHOMUYECKINIA POCT 3a CHET NOBbILLEHWS NPON3BOANTENBHOCTU. Ha 0OCHOBaHWM AaHHbIx nepuoga 1970-2017 rr.,
a TakXe Npy NOMOLLM UCMOJIb30BaHNs aBTOPErPECCUOHHON MOAENN C pacnpeneneHHbIM flarom, aBTopbl CTaTbu UCCeaoBanu
BNNSIHWNE JIOACKNX PECYPCOB M Pas3BUTUS (DMHAHCOBOIO PblHKA Ha 3KOHOMM4Yeckuin pocT CaypgoBckon Apasuu. PesynbrtaThl
NPOBEQEHHOr0 NCCNefoBaHNs NoKasblBaloT, YTO B3aUMOENCTBME YeNOBEYECKOro Kanutana v NIoACKUX PecypcoB, a Takxe
KanuTanau GUHaHCOBOMO PbIHKA, MONOXXUTENTbHO BINSIET HA 3KOHOMMYecKuii pocT CaypgoBckor Apasum. Takxke 6b1n10 onpeaeneHo,
YTO 3MACTUYHOCTb POCTa PUHAHCOBOIO PbIHKa B HanbosbLLEN CTENEHN NPOSBASETCA MPU CPaBHEHUN €€ C Apyrumin akTopamu
pocTa. Ha ocHoBaHun pesynsTaToB UCCNenoBaHWs Obll CAENaH BbIBOG O TOM, YTO YEIOBEYECKMI KanuTan u gpyrue aktopbl
ABNSAIOTCHA UCKIIOYNTENBbHO BaXKHBIMW 11 B3aVMOZOMOMHSAIOWMMI B OTHOLLUEHUN 06ECMeYeHNs N NOBbILLEHNST 9KOHOMUYECKOro
pocTa cTpaHbl. PekoMeHgoBaHO AanbHelLLIee ynyylleHne Ka4ecTBa YeIOBEHECKOro KanuTana nyTeM BHegpeHust 3 heKTNBHOM
NoNNTUKN 06pas3oBaHns.
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1. Introduction

Human resources are compulsory for economic growth in
any economy with regard to the employed labour force. Yet, the
quantity of human resources cannot be enough to support eco-
nomic growth in this modern age. Therefore, there is growing
awareness of the importance of human capital in terms of edu-
cated labour force, which can be claimed to be great potential in
improving economic growth. HC can be differentiated from hu-
man resources by the ability of conceptual thinking, value judg-
ments, quick decision making and management aspects of any
organization or economy. Romer (1986) advocates the impor-
tance of HC in economic growth in terms of the endogenous
growth theory, where he considers HC to be an endogenous
productivity factor aimed at enhancing economic growth. The
previous growth theories considered technology to be both a
productivity factor and an exogenous factor. This is viewed as
obsolete in modern scientific literature, as technologies can be
transferred to any corner of world with a proper stock of HC,
due to which economic growth may be enhanced. With regard
to empirical literature, Barro (1991) was the first to test the im-
pact of HC on economic growth by proposing school enrol-
ment rates as a proxy for HC. When conducting a cross-coun-
try analysis, he discovered a positive impact of HC on economic
growth and stressed the need for further studies on this issue.

A high level of HC in a country is considered to be a growth-
enhancing element which requires educated and skilled labour
force as a factor input. Similarly to physical capital, HC can
also be raised by financing or by investing in education. To-
day, labour alone is not enough to become a decisive factor in
accelerating economic growth, as previously thought. Modern
growth theories suggest that diminishing returns in physical
capital occur due to a lack of HC, whereas investing in HC may
accelerate productivity, unlike low productivity of uneducated
labour. Further, human capital also attracts foreign investments
and technologies which may bridge the saving-investment and
technological gaps in any country and foster economic growth.
The financial market of Saudi Arabia is growing at a faster rate
which may also require human capital to perform well and may
support the economic growth.

There is a strong research base which empirically tests the
contribution of HC to the growth process. HC can be defined as
an asset in an organisation/economy and a continuous varia-
ble increasing productive capacity of human resources through
educational attainment, work experience through on-job and
off-job trainings and any other activity or investment which can
promote the skill levels of human resources. Therefore, the de-
finition of human capital encompasses knowledge, skills and
experience of human resources. Also it should be noted that
human resources require investments to be converted into HC,
similarly to investments in physical capital. It is very difficult
to measure skills and experience at the macro level. There-
fore education is usually used as a proxy for HC. In this regard,
HC has been measured through different indicators, including
school enrolment rates, average years of schooling, educatio-
nal attainment rates, literacy rates, government expenditures
on education and university enrolments, etc. The Federal Re-
serve Bank of St. Louis has recently developed a new definition
of the Human Capital Index (HCI) per person and constructed

time series data for each country. The definition includes both
years of schooling and yields to educational attainment. The
authors of this article consider this definition to find the impact
of human resources and FMD through their interaction with HC
on the economic growth of Saudi Arabia.

Saudi Arabia is depends mainly on the oil sector in terms of
the country’s economy, which is aimed at the diversifying the
Saudi Vision-2030 and spending significant budgetary funds
on the development of HC, particularly through its spending
on education. To uplift the higher education sector, the coun-
try is spending a significant amount of budgetary funds on uni-
versities and vocational centres to raise the skill level of la-
bour force, which may significantly contribute to the country’s
economic growth. Therefore, the education sector is an emer-
ging sector in Saudi Arabia, followed by the oil, financial and
telecommunication sectors. A rising trend of the HCI in Saudi
Arabia is shown in Figure 1. In this context, it should be noted
that the development of King Abdullah City is aimed at pro-
gress made by the world-class educational institutes to sup-
port the knowledge economy of Saudi Arabia. Although, these
efforts have been found very fruitful in terms of developing the
HC, the literacy rate of Saudi Arabia is yet far from standards
of other high-income countries. Therefore, there is huge hid-
den potential in the Saudi labour market, which may support
the country’s economic growth, if properly and timely applied
in developing the human capital. In this regard, formal educa-
tion is considered very useful in enhancing cognitive abilities of
the labour force, which, in turn, may enhance the productivity
of the labour sector and the financial sector, and consequently
may accelerate the economic growth of the country.

Knowing the importance of education and HC in econo-
mic growth, we are highly motivated to quantify a contribution
of human resources and FMD in the growth process of Saudi
Arabia through their interaction with HCI. There has not been
a single research on this hypothesis. Therefore, the purpose of
this study is to bridge the Saudi HC literature gap and to mo-
tivate policy makers to understand the importance of HC in
framing the rational educational policies.

2. Brief Literature Review

There are a number of studies on the relationship between
HC and income growth. Mincer (1981) argues that human ca-
pital can be developed through formal education and some in-
formal channels such as work experience. He further claims
that the contribution of HC is larger than that of physical capi-
tal as human capital is not only quantified by formal education,
but it is also involved in innovation activities. Therefore, a great
collective contribution of human capital can be claimed in the
income growth of any economy. Barro (2001) emphasises the
importance of qualitative aspects of HC along with quantitative
aspects in long-run economic growth. He claims that the quali-
ty of education can have more long-lasting effects on econo-
mic growth than the of quantity of education.

Empirically, Bassanini and Scarpetta (2002) apply the panel
cointegration on HC and income growth of OECD countries. In
the short run, they find that HC has a negative yet insignificant
impact on economic growth. However, in the long run, such
an impact can be considered to be positive. It has been evi-
dent that education or HC could have positive contribution in

Fig. 1: Human Capital Index Per person over 1970-2017
Source: Compiled by the authors
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terms of economic growth, but their adjustment requires a long
time. Bianco (2009) stresses a positive role of HC in providing a
stable economic growth which results from R&D activities and
technological progress. Hanushek (2013) investigates the role
of schooling with regard to economic growth, particularly the
quality of schooling through enhancing cognitive skills in labour.
He asserts that developing countries are far from the developed
world in the quality of schooling. Therefore, HC in developing
countries is not sufficient to support economic growth. He sug-
gests to support the economic growth and to improve macro-
economic performance by enhancing the quality of education.

Reza and Widodo (2013) investigate the growth of human
capital in Indonesia by using data for the period between1996
and 2009, and find that human capital has positively contri-
buted to the country’s productivity and its economic growth.
They claim that a one-percent increase in human capital can
enhance the productivity growth by 1.56 percent. Pelinescu
(2015) investigates the role of HC in economic growth. He
argues that a sustainable development cannot be accom-
plished if human skills and education are neglected. In his
analysis, he finds that continuous investment in HC support
income growth in most countries.

Using a panel of 132 countries in the period between 1996
and 2011, Ali et al. (2018) investigate the role of human capi-
tal, institutional quality and economic opportunities in terms
of economic growth. They argue that economic opportunities
may play a constructive role in human capital to support the
growth phenomena. Conclusively, they report a positive im-
pact of human capital on the economic growth in the sample
group. Based on the group comprising nine East and South
Asian countries, Siddiqui and Rehman (2017) investigate im-
pacts of human capital on economic growth with regard to dif-
ferent levels of schooling. They report a positive role of prima-
ry and secondary education, and a positive role of tertiary and
vocational education on the economic growth in the East Asia
and South Asia, respectively.

Sigitas Vaitkevicius, Rata Ciutiené, Evelina Meiliené, and
Asta Savaneviciené (2015) created the index of human capital
development covering 26 primary variables for 26 EU coun-
tries. The authors propose to compose the Human Capital De-
velopment (HCD) out of three parts, namely: Social progress
of human capital, Innovation development rate of Human ca-
pital and Potential of Human capital development: «The Social
progress of human capital as variable describes the achieved
state of evolvement of the human capital in the country; the
Innovation development rate of Human capital used to de-
scribe creativeness of the human capital in the country and
the Potential of human capital development describes the
prerequisites of human capital evolution».

The mentioned researchers highlight the importance of
HC in terms of economic growth and conduct empirical stu-
dies to support their theories. Yet, there are no relevant stu-
dies for Saudi Arabia and we are trying to fill this gap.

3. Methodology and Data Sources

3.1. Data Sources

This research uses data covering the period between
1970 and 2017 for Saudi Gross Domestic Product (SGDP) to
define Saudi income growth, gross capital formation (a proxy
for physical capital), employed labour force (a proxy for hu-
man resources or labour), private credit by the banking sec-
tor as percentage of GDP (a proxy for FMD) and the Human
Capital Index (HCI) per person (a proxy for human capital).
All series, except the HCI, are collected from a WDI CD-ROM
provided by the World Bank and the HCI per person is ob-
tained from the Federal Reserve Bank of St. Louis database.
All series are used in the form of a logarithm to catch the elas-
ticity parameters.

3.2. Model and Estimation Strategy

There can be an unlimited number of elements of econo-
mic growth discussed in theoretical and empirical studies. Here,
we are focusing only on the basic factors such as labour, phy-
sical capital and FMD in terms of the HCI expressed in the form
of a growth equation. Most of economic models are non-linear.
Therefore, we are considering our model to be log-linear. It has
the following form:

WORLD ECONOMY AND INTERNATIONAL ECONOMIC RELATIONS

logSGDP = a + Blog(K * HCI), + Slog(L * HCI), + y log(FMD* HCI), +¢,. (1)

Here, SGDP stands for Saudi Gross Domestic Product, K is
for capital, L is for human resources, FMD is for financial market
development and HCI is for the Human Capital Index. Macroe-
conomic series usually shows the non-stationary behaviour and
require to be tested for a unit root problem before being used
in a long-run analysis. For this purpose, we will use a standard
DF-GLS test suggested by Elliot et al. (1996). The regression
analysis could be done after testing the unit root. For this pur-
pose, we use the Auto-Regressive Distributive Lag (ARDL) tech-
nigue initiated by Pesaran et al. (2001), which also reflects possi-
ble endogeneity in the model. This technique gives robust results
even in presence of the mixed order of integration. The structure
of the ARDL model for equation (1) can be expressed as follows:

AlogSGDE = ¢, + ¢,10gSGDF_, + ¢, log(K * HCI),_, + ¢, log(L * HCI),_,+

+¢,log(FMD* HCI), , +Y . ¢,AlogSGDP_ +Y"" ¢, Alog(K * HCI),_,+ (2)

+3 oy AlogL* HCD),  + " ¢, Alog(FMD* HCI),_, +y,

Equation (2) can be tested for the possible presence of coin-
tegration by applying a bound test. Further, the long-run elasti-
city parameters could also be estimated by the normalising pro-
cedure suggested by Pesaran et al. (2001). Further, Error Cor-
rection (EC) can be introduced in the equation (2) by replacing
the lagged level variables. The coefficient of EC can be used to
evidence a short-run relationship and coefficients of differenced
variable can be utilized to describe short-run impacts.

4. Empirical Findings and Discussions

Table 1 represents the GD-GLS unit root test. All the va-
riables show the non-stationary behaviour at the level and
the stationary behaviour after their first differencing. Keeping
these results, the level of integration is one, and we can pro-
ceed to a cointegration analysis.

After the unit root analysis, we tested the presence of
cointegration (Table 2). The results of the bound test show that
the model discussed in equation (2) has a cointegration, and
we can proceed to a regression analysis.

Table 3 presents the long- and short-run results. All the diag-
nostic tests show that our model is beyond any economet-
ric problem and is qualified to interpret the long- and short-run
elasticities. In the long run, the capital regarding the HCI shows
a positive impact on economic growth. Yet, its elasticity is low.
A one-percent increase in the capital brings an increase of
0.576% in per capita in terms of Saudi GDP. Labour, a proxy of
human resources, also has a positive impact on Saudi GDP. Its
elasticity is also low and is less than that of capital. It means that
human capital supports the productivity labour to a lesser ex-
tent than physical capital. Lastly, FMD also has a positive impact
on income growth. Its coefficient reflects the elasticity of eco-
nomic growth with respect to FMD and the magnitude of elas-
ticity. 0.688 confirms that FMD has the greatest impact on the

Tab. 1: DF-GLS Test

Variables Level Differenced
C C&T C C&T
LogSGDP; 1.3541 (2) |-1.5412 (1)|-1.8459 (1)** |-3.8451 (0)***
Log(K*HCI), 0.4984 (1) [-1.5414 (1)[-7.9541 (0)***[-8.5412 (0)***
Log(L*HCI), -0.1954 (1)|-1.6641 (1)[-2.8051 (0)***|-3.5412 (0)*
Log (FMD*HCI); | -1.0402 (1) |-2.4245 (1)|-1.7031 (0)* -2.1542 (0)*

Note: C is intercept and T is time trend. ***,** and * are showing
stationarity at 1%, 5% and 10%, respectively. Lag lengths are in ().

Source: Calculated by the authors

Tab. 2: Results of the ARDL Bound Test

Equation No. ARDL Optimal Lag Structure F-Statistic
2 1,0,0,0 33.7198
Significance Lower Bound Upper Bound
5% 3.078 4.022
1% 4.270 5.412

Source: Calculated by the authors
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Tab. 3: Long and Short Run Results: logSGDP,

Predictors | Parameters| S.E. | t-stat | p-value
Long Run
Log(K*HCI), 0.5753 0.0608 | 9.4672 | 0.0000
Log(L*HCI), 0.5626 0.3212 | 1.7517 0.0871
Log (FMD*HCI), 0.6877 0.1919 | 3.5834 | 0.0009
Intercept -4.9096 1.4516 | -3.3821 | 0.0016
Short Run
ALog(K*HCI), 0.3243 0.0631 | 5.1385 0.000
ALog(L*HCI), 0.3171 0.1581 | 2.0053 | 0.0514
ALog (FMD*HCI), 0.3876 0.0812 | 4.7753 | 0.0000
ECiy -0.5636 0.0696 | -8.1014 | 0.0000
Hetereoscedasticity 0.4038 0.8047
Serial Correlation 1.4943 0.1976
Normality 0.1403 0.9323
Functional Form 2.1031 0.1354

Source: Calculated by the authors

economic growth, if compared to labour and capital. The finan-
cial market of Saudi Arabia is growing fast due to the need to
keep the pace with the modern age, as well as due to the king-
dom’s policies for economic diversification. Furthermore, the fi-
nancial market can perform optimally only with the help of highly
trained human resources due to FMD. Still, the elasticity remains
less than one and has important policy implications. Being less
than one, the elasticity implies that human capital is not enough
to largely support the financial market. Its improvement may, in
turn, promote the economic growth at higher pace as an increase
of 1% in FMD interacting with human capital will increase eco-
nomic growth by 0.688%. To reach this effect, the government
needs to improve HC by investing in the education sector. Con-
sequently, if HC is proper and available in any country, then its
effect can be more than 1%, showing the presence of increasing
returns to the labour scale, capital and FMD in the long run. Ho-
wever, with the elasticity being less than one, the estimated ef-
fects do not show increasing returns to the scale in Saudi Arabia.
All this requires further attention to get full advantage of HC in
determining the economic growth. Such a finding also directs us
towards a fact that there is abundant potential available in Saudi
HC to contribute to the country’s economic growth, which is only
possible by framing appropriate educational policies.

In the short run, the coefficient of ECt-1 is negative and
shows the convergence from the short run to the long run
equilibrium relationship. Further, the speed of convergence is
0.564% per year. Therefore, our model requires less than two
years to smoothen its cyclical fluctuations. The short elasticities
are significant in case of all the hypothesized factors of growth.
Therefore, we can claim that human resources, physical capital
and the financial market, with regard to the HCI, have a positive
impact on the economic growth, even in the short run. It can be
noticed that FMD has the most significant impact on economic
growth, if compared with human resources and physical ca-
pital. Therefore, financial markets have proven to be important
due to their contribution to the economic growth of Saudi Ara-
bia. Concluding on both long- and short-run results, it should
be noted that human capital is complementary to relationship
human resources, physical capital and financial markets in de-
termining the economic growth.
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5. Conclusions

This research is aimed at finding the role of HC in the pro-
ductivity of labour, capital and financial markets, as well as in
the economic growth of Saudi Arabia. For this purpose, we have
used the data covering the 1970-2017 period. Also, we have
applied the ARDL cointegration technique to establish the long-
run relationships within the proposed model and to estimate the
elasticity of factors enhancing economic growth. We have de-
termined the order of integration in the unit root analysis to be
one and found a strong evidence of cointegration in the pro-
posed model. We have discovered that human resources, when
interacting with HC, positively contribute to economic growth
both in the long term and in the short term. The same results are
found for physical capital. We have confirmed a positive impact
of the interaction between financial markets and HC on eco-
nomic growth. In this regard, the impact of financial markets is
considered to be the most significant, if compared with the im-
pact of human resources and physical capital. We can state that
financial markets play the most important role in accelerating
the economic growth in Saudi Arabia. Further, our findings sug-
gest that all the factors enhancing growth, which are discussed
in our study, have greater elasticities in the long run than in the
short run. A complementary effect of human capital is observed
with regard to all the factors of growth, which are human re-
sources, physical capital and financial markets.

Based on our findings, this research suggests that the go-
vernment of Saudi Arabia should focus on human capital and in-
vest in the education sector (schools, colleges, universities and
vocational institutes). Particularly, the need-based vocational
education should be promoted to meet the needs of a particu-
lar industry and this vocational education should be aligned with
the present objective of diversification in the country, mentioned
in Saudi Arabia’s Vision 2030. For example, if the Saudi econo-
my is targeted at the financial sector in the Kingdom in terms of
diversification, then the government should be focused on vo-
cational education regarding finances, since the financial sec-
tor has proved to be playing the most important role in determi-
ning the economic growth, according to our study. The govern-
ment should also grant subsidies/financial support to organisa-
tions initiating training programs to enhance the skill level of their
employees, as training can be very productive in developing HC
and human resources. The concept of cooperative education
should be extended by providing opportunities to obtain working
experience by students during their formal education. In addi-
tion, the concepts of community education and continuing edu-
cation (post-secondary education) should be promoted by using
formal and informal methods and by involving uneducated/less
educated people in the community to enhance their skill levels,
which may increase such people’s participation of in doing jobs
and business afterwards. On the whole, the literacy rate of Sau-
di Arabia is yet far from standards of other high-income coun-
tries. Therefore, there is huge hidden potential in the Saudi la-
bour market, which may support the country’s economic growth,
if properly and timely applied in developing the human capital.
Furthermore, Saudi Arabia’s Vision-2030 is aimed to diversify the
country’s economy, eliminating its oil-dependence, which can
be achieved due to the proper quality of HC.
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