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Abstract. In the context of globalized markets and localized R&D structures, tertiary
(also called higher or university) education becomes one of the main factors
facilitating economic performance. In the face of globalization and digitalization,
substantial institutional changes, reforms and merges of universities represent a
challenge for the higher education in the 21st century. These changes go hand in
hand with economic development and global economic growth as far as higher
education significantly impacts economic performance of regions and countries.
European Union (EU) also faces these challenges and therefore has to promote
higher education policies and invest into tertiary education in order to increase
the level of human capital of its citizens with the purpose of achieving
competitiveness on the global markets and higher economic growth. Our paper
focuses on the reforms in higher education that are currently taking place
worldwide and employ best practices occurring in universities throughout the
world. In particular, we show that higher education has a positive impact on the
economic performance as well as on the individual social and economic
performance. We employ an empirical model that demonstrates the tertiary
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education has a significantly positive economic outcome for local citizens, EU
citizens and third-country nationals on the example of the Federal Republic of
Germany, EU largest economy and a major hub for higher education. Moreover,
we compare the situation of immigrants from the EU and non-EU countries and
their level of returns to higher education. Overall, it appears that current system
of higher education requires deeper institutional reforms that would both reflect
opening up of the EU to migrants from various non-EU countries with
implication for its labour market, and recent trends in higher education. Our
results might prove to be resourceful for researchers, academics, educators,
policy-makers as well as for the stakeholders in higher education.

Keywords: higher education, universities, economic performance, labour market,
regional development, structural reforms.

JEL Classification: 123, P11, R11

1. INTRODUCTION

The processes of reforming higher education are now becoming crucially important for social life as
well as business and economics. On the one hand, reforms of higher education are associated with more
general problems of reforming the public sector, and on the other, it is aimed at optimizing and increasing
the efficiency of specific universities (Degn & Serensen, 2015; McKelvey & Zaring, 2018). Reorganization,
unification and change of organizational structure at universities is carried out in a specific institutional
environment. The specific characteristics of institutional environment are typically determined by national,
regional, historical, cultural, legal, and other social factors that influence the structuring of recurring social
interactions (Cabelkova et al., 2017). Theoretical and research tools of interpretive institutional economics
provide an opportunity to analyse the qualitative aspects of the reform and organizational changes in
reorganized universities and Higher Education Institutions (HEIS).

In the neoliberal discourse, reforming and, in particular, merging of universities is considered by
analogy with business processes, where the main motive is to increase economic efficiency. Steve Fuller
gives an example of the activities of Richard Sykes, who was appointed the rector of Imperial College
London based on the successful merger of two transnational pharmaceutical corporations (Fuller, 2009).
Sykes' activities at the post of rector were also associated with the attempts to unite universities which
reflects the trend towards a market-oriented approach in reorganization of universities.

Reforming universities significantly affects their autonomy. Within the framework of new universities,
new hierarchies emerge, which, as they develop, are less and less related to the structure of united
organizations. The merger of several universities leads to the formation of new internal regulations,
management structures, as well as further reorganization of educational and scientific units. Emerging local
institutions form the space of opportunity for actors, new incentives and behavioural patterns. Institutions
and incentives are relevant for research on the economic behaviour of actors in the education system.
However, it remains a nontrivial question. What are the relationships between changes in incentives and
changes in institutions? One can state there is a certain dichotomy in this regard. This makes it possible to
distinguish two types of mutual influence: first, changing institutions change the incentives for actors
(Hodgson, 2003), second, changing incentives change institutions (Olson, 1995). Institutions and incentives
are subject to mutual influence and the choice to analyse their changes of the first or second type depends

on temporary, organizational, resource and other contexts. There is extensive literature already available on
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the relationship between institutions of incentives and economic policy (Navaretti et al., 1998; Gerber and
Gibson, 2009). Institutions that have undergone changes in the process of reforming universities, for
example, during mergers and reorganizations, in order to preserve efficiency, should be complementary
both to the state policy in the field of education and to the existing informal institutions of academic
environment. Complementarity of changes is associated with the mechanisms supporting the existence of
the institution (Dacin et al., 2010; Zilber, 2009). In other wotds, stability of the institution and the factors
supporting it are significant if we have reliable data available for a certain period of operations (existence of
the institution). In addition, one can see that development of the tertiary education sector bears eminent
importance in the context of current economic development (Li et al., 2018).

This paper is structured as follows: Section 2 provides a comprehensive literature review of the
institutional and organizational mechanisms for the reforms and roles of the universities in the context of
the regional and national socioeconomic development. Section 3 outlines our methodology and data
employed for the empirical econometric model based on the Mincer’s equation and testing the returns to
higher education on the example of locals, EU citizens and third-country nationals in the Federal Republic
of Germany, the EU largest economy up to date. Section 4 presents the empirical model, reports its main
results and implications and discusses them in detail. Finally, Section 5 comes with some closing remarks

and provides conclusions and discussions for the paper.

2. LITERATURE REVIEW

According to the Times Higher Education ranking, the top ranked university in the world in 2018 was
the University of Oxford (Times Higher Education, 2018). From the same report, it appears that it was
closely followed by University of Cambridge, California Institute of Technology, Stanford University, and
the Massachusetts Institute of Technology (MIT) which closed the top five positions. Thence, only two
European universities made it to the Top 5 and most of the Top 20 universities are from the United States.
In any industry, or sector, where there are multiple players, firms, or institutions, they all do not perform at
the same level; some will perform better than others. This situation has given rise to the ranking system, as
is the case in the global universities ranking described above, in which firms, businesses, organizations, or
institutions, depending on the industry, are ranked premised on their order of performance as measured
using different performance measures or indicators. For example, there are different rankings, such as the
Forbes 500 ranking, universities rankings, and best employers’ rankings, and other similar rankings systems
in the world. Under this system, it is assumed that the organizations that rank above the others formulate
and implement strategies and activities that foster good performance, propelling them over the competition.

Firms that outperform or record better performance than other firms in the industry are deemed as
having best practice. According to Hinton et al. (2000), best practices are aspects of the operations of a
business that have been identified, tested, and verified to produce good results. In the pursuit of
improvement and excellence, firms that have recorded lower levels of performance, compare their processes
and practices against the best practices of the leading firms in the industry. Indeed, according to Zairi (2010)
in total quality management, firms identify and use best practices to benchmark and improve their
operations to achieve improvement in different performance aspects. Benchmarking, according to Francis
and Holloway (2007), is the process of continuously comparing the processes and operations or other
performance aspects to industry best practices or best practice of leading firms in the industry or other
industries with an objective of improving the performance of a firm. Borrowing from best practices and
benchmarking philosophy and strategy, premised on the best practices of the top ranked institutions,
universities pursuing a continuous improvement strategy, can formulate and implement strategies that will
enable them to achieve better outcomes in terms of the different performance measurement metrics.
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In the global universities’ ranking by Times Higher Education, and other institutions that provide
similar or near similar rankings, there are different parameters that are assessed and scored. Subsequently,
premised on a comparison of the scores of the different institutions, the institutions that have higher
cumulative scores are ranked higher than those with lower cumulative scores (Gulicheva & Osipova, 2017).
Evidently, this system bears all the essential features of a best practices and benchmarking philosophy, which
as Zairi (2010) observed, involves identifying key performance indicators or metrics for assessing
performance. In this case particulatly, the metrics or the parameters used in the ranking are derived from
the core mission of institutions of higher learning, including teaching, research, knowledge transfer, and
international outlook (Gunter and Raghuram, 2018; Radwan, 2018).

More particulatly, according to Chigisheva et al. (2017), Naushad et al. (2018) or Naushad (2018), in
teaching, the assessors sought to evaluate the teaching environment; in research, they evaluated the volume
of research, income, and reputation; citations were used to assess research influence; international outlook
evaluated diversity or inclusion among staff, students, and in research; and industry income assessed the
impact of the institution on knowledge transfer. The data and results used in the analysis and ranking of
these institutions were audited by PricewaterhouseCoopers at different intervals. This approach fostered
the validity and credibility of the institutions. As such, from these metrics, or the performance indicators
used in the study, it is possible to identify and evaluate the different challenges that universities face premised
on the key performance indicators identified.

Associated with the particular metrics used in the ranking, are different factors, which if not addressed,
emerge as challenges to the competitiveness of universities. One of the challenges or factors associated with
the learning or teaching environment is the faculty to student ratio. Ideally, the number of students to a
teacher is supposed to remain as low as possible to enable the teachers or faculty to provide personalized
instructions. Indeed, according to Yu et al. (2016) or Bordean and Sonea (2018), faculty to student ratio is
a major determinant of the levels of interaction between students and faculty, and so influence student
engagements.

Furthermore, from a scrutiny of the top ranked universities shows that they have a student to teacher
ratio starting as low as 4, and not higher than 20. These statistics intimate that the teachers are able to
personalize their interactions with the students. On the other hand, the Universities ranked lowest have high
student to teacher ratio, with universities such as Yazd University having a ratio of 23.9 and Yeditepe with
a ratio of 25.1, which are all ranked above 1001 (Times Higher Education, 2018). Evidently, a best practice
associated with this particular metric is a ensuring a low student to teacher ratio.

Other factors associated with the learning environment and have an impact on the rating and ranking
are the female to male students’ ratio, international students and gender parity. With globalization, and in
line with the general mission of universities as elucidated by Times Higher Education (2018), it is important
for universities to put in place measures to attract international students, faculty, and staff. Among the top
ranked universities, international students make up a large portion of the student population, with some of
the universities, such as Imperial College in London, ranked number 8, international student’s make up
approximately 55% of the students’ population. On the other hand, among the Universities ranked above
1001, international students make up about 1% of the student population.

However, it is important to note that some of the universities ranked lowly, have high numbers of
international students. Evidently, driven by different factors, it is evident that some of the universities ranked
among the lowest have not been able to attract adequate number of international students, which could be
an impediment to the achievement of the mission of universities in a globalized environment. According to
Hegarty (2014), international students foster diversification and multicultural awareness and education of
students, which enable the university and students by extension to excel in a multicultural global
environment.
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Similarly, gender diversification, or having a student population that has male and female students’
parity, fosters the achievement of not only the particular university’s goals, but also contributes to the
achievement of global goals and objective of fostering gender equality (Nuamah, 2018). Gender parity
achieved by gender diversity contributes to gender parity in other areas of the economy and enhances
equality in the national and by extension, international economies and the society (Costa et al. (2015). A
scrutiny of the female to male ratios among universities on the list, shows a lot of progress towards the
achievement of gender parity in the students’ population.

Female to male ratios are nearly uniform across the universities. Some universities, such as the National
University of Singapore and London School of Economics and Political Science having larger female
students’ population and are ranked among the top 20. Similarly, Yeditepe University and University of
Zanjan, which are ranked at 10001+, have higher female to male students’ ratios at 52:48 and 55:45
respectively. Collectively, the factors associated with the learning environment contribute to challenges in
other areas, such as research and overall performance of students, as well as lower persistence, retention,
and graduation rates.

There are other challenges that universities face, which may impede their abilities to implement best
practices in their operations. These challenges include the increasing cost of education, government policy
and regulation covering issues such as standards and financial aid, lack of adequate financial resources, lack
of physical infrastructure (Drape et al., 20106), depreciating value of the college degree, technological
changes, lack of alignment of curriculum and university agenda to the demands of the labour market
(Sharma & Sharma, 2015), and the role of extra-curriculum activities in education (Ramaley, 2014).
Collectively, these challenges make it impossible for universities to implement best practices. For example,
the lack of adequate financial resources, will make it difficult for the institutions to hire and retain faculty,
while the lack of physical infrastructure means that students do not have facilities such as classrooms,
laboratories, and other similar facilities required to excel in academics. As such, in order to succeed,
universities have to recognize these challenges and formulate and implement corrective actions.

Within the presented context, reorganization and merges of universities represents a continuation of
the state policy in the field of higher education and affects both public and private universities. However,
in the context of some countries where the share of private universities is insignificant, this reorganization
mainly affects the state. It is very important to understand what goals are pursued when deciding on
reorganization. Explicitly declared goals may differ from the implicitly realized intentions. For example, the
explicit goals of optimization and efficiency gains can be realized along with the implicit goals of reducing
funding and the number of students studying for budget funds.

Generally, it appears crucial to consider the reforms in the field of education in the light of the
complementarity of institutional and organizational changes. These changes typically occur when one or
more institutions reinforces the effect of other institutional changes (Ahrens & Jinemann, 2010). The
reform associated with the institutional changes sets the development trajectory, where the consistency of
a given set of institutions is determined by the additional characteristics of the institutions themselves. This
property of complementarity is fundamental to determine the coherence, structure and development of an
economic system (Amable, 2015).

However, institutions do not always show signs of complementarity to the innovations being
introduced. This is due to the time lags between reforms and the formation of an effective institutional
structure (Streeck & Thelen, 2005). Therefore, in the process of creating and/or reforming the institution,
the experimental component plays a decisive role. Rules that are externally imposed can push cooperative
behaviour that has arisen endogenously (Ostrom et al, 1994). In the new management hierarchy, the lowest
effectiveness of institutions arises in a system with strong external monitoring and sanctions with a low role
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of internal norms. In the case of higher education, legislative regulation should be sustainable and consistent,
and not measures of rapid response.

Institutional complementarity in the field of education is an insufficiently unsystematic studied topic.
With regard to the reforms and mergers of the universities, Azziz et al. (2017) note that any merger which
involves more than two institutions (although undoubtedly more complex) still retains the fundamental
characteristics associated with similarity, complementarity, and system (Azziz et al., 2017).

Analysing the complementarity of organizational changes in the educational sphere, in particular,
during the merger of universities, some authors point out the importance of analysing the complementarity
of changes in informal institutions (see Harman & Harman, 2003). Usually, higher education institutions
combined as the adaptively complex systems must be complementary not only in terms of target quantitative
indicators, but also in the context of their missions, organizational cultures and behavioural patterns
(Harman & Harman, 2003; Volchik, 2016; Lazanyi et al., 2017; Kriaa & Bouhari, 2018). Thus, it is necessary
to take into account the complementarity of not only changes in formal institutions, but also informal ones,
since it is in them that potential conflicts of interest are inherent (Alesina & Giuliano, 2015).

3. METHODOLOGY AND DATA

Nowadays, in a situation when the globalization if the markets and localization of science related
industries make tertiary education vital for economic well-being of the countries, the interdependence
between the tertiary education and economic performance becomes apparent. As economic growth
becomes more dependent on high-technology industries universities get function of main source of the
R&D-based growth (Guerrero et al. 2015; Marozau et al., 2016; Figerlind & Saha, 2016).

There are a number of ways how the university education influences economic performance: First, the
university provides a greater supply of educated workforce which is important for economic growth (Sianesi
& Van Reenen, 2003; Gennaioli et al, 2013), besides others by economic spill-overs (Moretti, 2004; or
Glaeser & Lu, 2018). Second, universities deliver more innovations including managerial innovations
(Bloom et al. 2017) and, possibly, new economic subjects such as spin-off firms. Third, universities increase
the demand for certain goods and services. Last but not least, universities provide institutions which support
democratic and economy-related values (Acemoglu et. al., 2005).

—————
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Figure 1. GDP per capita and gross enrolment ratio for tertiary education

(% of tertiary school-age population) between 1990 and 2017
Sonrce: United Nations (2018)
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With regard to the above, Figure 1 demonstrates the strong relationships between GDP per capita and
gross enrolment ratio for the universities (tertiary education) based on the Human Development Index data
(1990-2017), a dataset collected within a project run by the United Nations (2018). One can notice the
pattern showing that an increase in university enrolment tend to coincide with the rise of GDP per capita.

In this paper, we will focus on the economic outcomes of higher education in terms of its impact on
the labour markets within regions or countries. There are a number of studies that deal with the education
as a form of return on investment in human capital (see e.g. Blanchard & Olney, 2017). However, the first
and the most basic causation was proposed by Mincer (1974) in his classical work (and subsequently polished
later in his mater works such as Mincer & Polachek, 1978). In general, Mincer equation has the following
form:

Y5 = InYo+ pit + S22 + 15 1)

where Ys is the income in the objected year, Yo is initial income, s years of schooling, r interest rate,

and t represents the number of years at a job.

According to (1), wage income is a function of schooling and experience, meaning that the higher is
the individual’s level of education, the better off she or he is going to be on the labour market. The obvious
conclusion would be that higher education means higher wages and better position on the economic and
social ladder.

Many studies were conducted to verify this causation in many countries and the results appeared to be
always the same. For example, in accord with the above methodology, Brunello et al. (2004) applied
regression models on panel data from Italy and pointed out that years of education was not a random
variable but the one subjected to individual decisions and, at the same time, depending on the education
and other characteristics of the parents. The study showed that education and the accumulation of human
capital in the labour market were complementary meaning that individuals with higher education were more
likely to invest in further education or schooling even after graduation. In addition, Bratsberg and Ragan
(2002) or Ferrer and Riddell (2008) on the examples from United States or Canada show that years of
education and practice in the country of origin have a much lower value in the target country than the same
education period in the target country. In addition to years of education, the study includes both a factor in
investing in human capital and the level of education attained. The authors point out that there are
differences between people on the labour market linked to their higher returns on education.

For the purpose of this study, we will focus on the case of the Federal Republic of Germany, the EU
largest economy and the country with the largest labour market and the highest share of international
migrants (Schoper et al., 2018; Streimikiene et al., 2016; Simionescu et al., 2016). This country represents a
specific and peculiar case for studying due to the fact that it is profound in higher education as well as excels
in economic performance (Hiither & Kriicken, 2018).

Ammermiller and Weber (2005) carried out a study to measure the return on education in income
across the population of the Federal Republic of Germany. The study is based on the theory of human
capital and finds that income differentials are mainly gender and regional. They concluded that there was a
higher return on investment in education (measured through the title) among women than among men. The
return of academic education was found to be higher across populations than in other grades. Moreover,
Boockmann and Steiner (20006) investigated return on investment as the hourly wage logarithm of German
residents excluding specific groups (students, soldiers, pensioners or clerks). Their study focused on
comparing groups of people by year of birth and extended Mincer equation (1) to include other variables
such as personal characteristics (Zi) or the qualitative variable represented by the dummy (Di) and signifying
whether the person is a member of the group. The resulting model is presented in equation (2) that follows:
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Therefore, we will employ the above methodology in order to test the impact of higher education on
the economic well-being (performance on the labour market) using a special case study of Germany.

The data used for our empirical model were obtained from the Federal Statistics Office of Germany
(Distatis, 2018) and German Institute for Economic Research (DIW, 2018). The data includes observations
on several thousand individuals residing in Germany for the period of 1990-2017 and features many personal
and economic characteristics, including the years of schooling, highest level of education, as well as
economic performance (income, position on the labour market, etc.). We restricted our observations only
to the population of respondents born after 1950 because people born after this year constitute the active
workforce in Germany.

4. EMPIRICAL MODEL RESULTS AND IMPLICATIONS

Our empirical model is envisaged to test the causality between higher education and socio-economic
performance. We are aiming at determining whether there exists return to higher education in terms of
higher earnings and better status on the labour market. Our model compares three groups of respondents
based on their background and nationality: the Germans, EU citizens residing in Germany and migrants
from the third countries. Our dependent variable is the average monthly gross income. The variable was
created by dividing the annual income by the number of months worked during the respective year. The
gross income was used due to the fact that it is not affected by the level of taxation which can different for
various income groups.

Firstly, we checked the presence of unit root in the data series for all variables. According to ADF test,
the data series for all variables are stationary at 10% level of significance. VIF was computed to check for
multicollinearity and there is no significant evidence for the presence of correlation between explanatory
variables. For the proposed models, we checked the independence and the homoskedasticity of errors.
According to Breusch-Godfrey test, for a lag equalling to 1, there is not any serial correlation of order one
for the errors in the case of all proposed models. The errors were heteroskedastic at 5% level of significance.
The p-values associated to White test were: 5.21181E-009, for the first sample, 7.38274E-043 for the second
sample and 5.8312E-082 for the third sample. It is apparent that all models reveal the absence of
homoscedasticity and therefore should be treated with an adjusted OLS model.

Thence, we use ordinary least squares (OLS) regression with robust standard errors (in order to take
care of heteroskedasticity and its impact on the coefficient errors). The results of the first model
encompassing three samples of respondents is presented in Table 1 below.

In accordance with our expectations, the number of years spent in higher education has a positive
impact on the social and economic performance measures by the level of income. In addition, the number
of years of full-time and part-time work also have a significantly positive effect on the level of earnings.
Moreover, each additional hour worked weekly would increase personal revenue by 4.6 percentage points.
On the other hand, unemployment experience (measured in years of being unemployed) has a negative
impact on income. There is also a gender inequality present — it appears that women earn less than men by
almost 5%. Furthermore, the region in which the person lives and works also has a significant impact on
the level of income. From the results of our model, it appears that compared to the reference group, the old
Linder (territories belonging to the Federal Republic of Germany after WWII), people in the new Linder
(territories belonging to the Democratic Republic of Germany (GDR) after WWII) and Berlin have lower
incomes.
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Table 1

Results of OLS with robust standard errors between average monthly income and the level of education
for German citizens and residents (1990-2017)

Average monthly income Sample 1 Sample 2 Sample 3
Intercept 6.458%%* 7.99 3%k 5.959%k
Years of schooling 0.224#4* 0.019#k* 0.012%**
Years in employment 0.089%* 0.067** 0.027#**
Years in employment "2 -0.002%* -0.002**

Experience™2 -0.002%** -0.002%**

College education 0.11 3%k

Technical education 0.282%¢*

School education 0.569*

Part-time employment 0.007**
Unemployment experience -0.077**
Hours at work per week 0.046%+*
Female -0.204%**
Employed in former GDR -0.449
Employed in Berlin -0.264***
Working abroad 0.205%*
Foreigner -0.003%*x*
N 7607 7201 7201
R-squared 0.679 0.611 0.606

Note: ¥ p < .001., ** p < .01, *p < .05,and p < .10
Source: Own results

Furthermore, we will test the differences between average monthly income and the level of education
for EU citizens and third-country nationals residing in Germany using only the significant variables from
the previous model. The selection of variables and the final model set were reached by the method of
backward stepwise regression. Backward stepwise regression is used in order to explain and defend the use
of candidate variables in regression models in which the choice of predictive variables is carried out by an
automatic procedure. The procedure is run with the use of a sequence of F-test, t-tests, adjusted R-square,
Bayesian information criterion, Mallow’s Cp or false discovery rate (see e.g. Chen and Howard, 2016).
Backward step regression used in our paper started with the initial model that contains all the independent
variables. Then one variable is deleted at each stage (at first the variable that causes the smallest drop in
adjusted R-squared is dropped) until the most optimal model is reached.

Table 2 that follows reports the results of the empirical model measuring the differences between
average monthly income and the level of education for EU citizens and third-country nationals between
1990 and 2017. For the proposed models, we checked the independence and the homoskedasticity of errors.
According to Breusch-Godfrey test, for a lag equalling to 1, there is not any serial correlation of order one
for the errors in the case of all proposed models. The errors were heteroskedastic at 5% level of significance.
The p-values associated to White test were: 5.85E-135, for the first sample, 3.22E-08 for the second sample
and 0.00019 for the third sample. It is apparent that all models reveal the absence of homoscedasticity and
therefore should be treated with an adjusted OLS model.
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Table 2
Differences between average monthly income and the level of education for EU citizens and third-country
nationals (1990-2017)

Average monthly income Third-country nationals EU citizens
Intercept 6.222%% 6.597F**
Years of schooling 0.081*** 0.062+**
Years in employment 0.036** 0.034**
Hours at work per week 0.040** 0.037*
Female -0.173* -0.221*
Command of language 0.284#+x 0.332
N 420 185
R-squared 0.594 0.591

Note: ¥ p < .001.,** p < .01, * p < .05,and p < .10
Source: Own results

The results of our second model show that that the years of schooling years in employment and the
command of German languages are all significant and positive in relation to the economic and social
individual performance. Especially, the knowledge of German language plays a crucial role in determining
income. Foreigners who have a good command of German earn almost 19 percentage points more than
those who do not. Our regression model shows that foreigners have lower incomes than Germans. Also,
the return to education in general (and higher education in particular) is lower for foreigners than for
German citizens. Thence, an investment in education for foreigners would likely have a better impact on
social and economic performance than demographic variables.

Overall, both our models show that education enhances economic and social wellbeing better than
other factors. It might be useful to take this into account when planning whether to attend schools and
universities and how much to invest into this. It appears that higher education might become a stepping
stone to a better future for many young people not only in Germany or European Union, but in the other
countries and regions. The stakeholders responsible for the reforms of the universities in the 215t century
should take this into account and adjust their strategies accordingly.

5. CONCLUSIONS AND DISCUSSIONS

All in all, our results indicate that while the correlation between the returns to higher education and
individual socio-economic performance comes through as envisaged, more research is needed on this topic.
On one hand, the highly educated labour, the positive externalities, R&D and the spin-offs can impact the
economic development directly. On the other hand, higher economic growth provides the economic and
knowledge base for higher education. In any case, in order to make the most effective use of existing
educational system and to develop it further, certain substantial changes in the higher education systems are
necessary. Our paper argues that these changes should take into account the best practices of world leading
universities in the best performing countries.

Evidently, there are different factors or challenges that impede the achievement of higher quality in
university education across the board. It is therefore imperative, for a university, to ensure low student to
teacher ratio, which is considered a best practice. To realize improved performance and improvement in
the quality of higher education, in line with the principles of best practices and benchmarking; adoption and
implementation of best practices from the leaders in the industry (Zairi, 2010; Strielkowski et al., 2018).
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Moreover, universities in all countries should adapt and implement practices put in place by the leading
institutions — typically those to be found higher up in the global rankings. Accordingly, with the challenges
or the problem areas identified, universities can formulate and implement mitigating actions in conformity
with the best practices in the industry.

Institutions of higher education should adapt and implement different initiatives that will improve the
learning experience of the students. To do so, these institutions need to increase the number of faculty or
teachers. Identify, recruit, and retain faculty staff to achieve a lower student to faculty ratio to foster an
improved learning expetience for the students for better learning outcomes, such as improved persistence,
retention, and graduation rates. As described by Yu et al. (20106), lower student to faculty ratios foster good
interactions between teachers and students, and subsequently, result in an improved learning experience. In
addition, in line with the practice of the leading institutions, universities should put in place different
measures, including excellence in teaching and research, which will enable them to attract and retain faculty
and students internationally to grow in stature.

Furthermore, in order to achieve better quality, the management and administration and the
government, as well as other stakeholders involved in policy and strategy formulation, as well as the
resources allocations, should ensure that financial resources are set aside for development and operational
activities in these higher educational institutions. Generally, they should ensure that they operate in line with
industry and global standards in different operational areas, which will propel them to achieve higher quality
in education and subsequently, be ranked among the best in the industry. Collectively, such efforts will lead
to a general improvement in the quality of tertiary education.

The success of the policy of state reform of higher education in any given country can only be achieved
if the sustained nature of the proposed cooperation between key parties is not undermined by dysfunctional
commercialization trends as part of the implementation of the New Public Management (NPM) methods,
which leads in particular to precarization of labour relations in higher education (Volchik et al., 2018).

On would probably agree that it is necessary to involve relevant stakeholders interested in the
effectiveness of modern higher education in the development and implementation of reforms either directly
or indirectly: the academic community (teachers, researchers and students), administrative staff of
universities, government officials, parents of schoolchildren and students, potential graduate employers, and
universities - business enterprises and organizations (stakeholders), media representatives and non-
governmental NGOs.

It becomes clear that institutional reforms based on the policy of new management in reforming
universities (New Public Management) lead to high transaction costs as a direct result of stricter control,
increased formalization and bureaucratization in the educational process, along with an increase in the
administrative burden on the academic community that accompanied the reform process over the past
decade and at the present time, it is difficult for the teaching staff and research staff to realize their direct
duties - Making an educational and training functions.

Moreover, evaluation of the effectiveness of management hierarchies in the merger of universities was
made from the standpoint of qualitative analysis. In particular, such positive intra-organizational factors
have been identified, associated with an increase in the efficiency of functioning of universities formed as a
result of the merger as: an increase in centralized internal grants; support of innovative projects in the field
of natural science and humanities; expansion of technological infrastructure; development of internal
mobility of teachers; development of interdisciplinary interactions leading to the synergistic effect of the
research.

Furthermore, significant factors in the reform of universities can be considered the loss of newly
formed structural divisions of federal and basic universities of autonomy in carrying out financial

calculations, an increase in the degree of regulation of operations associated with the expenditure of
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university funds by structural units the increase in the administrative burden on the management of
structural units, faculty and researchers at not well-established electronic document management, the
prevalence of rationing / rationing transactions (in the terminology of Commons (2012) prevents the
effective implementation and development of market principles of universities, the establishment of
effective schemes of interaction with enterprises and organizations in the region.

Opverall, it appears that a key task in terms of the development of reformed universities is to provide
effective feedback forms with representatives of all communities affected by the reform processes of the
higher education system, in particular — by merging universities in the region, in particular - initiate a regular
discussion of the elements of the implemented and planned reforms with the involvement of the scientific
community (NRP, administrative staff of universities, students), parents of students and high school
students, regional and municipal authorities, employers her, the media, and the NGOs.
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