Journal of Open Innovation:
Technology, Market, and Complexity

Review

Open Innovation of Institutional Investors and Higher
Education System in Creating Open Approach for SDG-4
Quality Education: A Conceptual Review

Parvez Alam Khan *({, Satirenjit Kaur Johl 1*, Shakeb Akhtar 2, Mohammad Asif 3, Anas A. Salameh *

and Thavamaran Kanesan

check for
updates

Citation: Khan, P.A.; Johl, S.K.;
Akhtar, S.; Asif, M.; Salameh, A.A.;
Kanesan, T. Open Innovation of
Institutional Investors and Higher
Education System in Creating Open
Approach for SDG-4 Quality
Education: A Conceptual Review. J.
Open Innov. Technol. Mark. Complex.
2022, 8,49. https://doi.org/10.3390/
joitmc8010049

Received: 25 January 2022
Accepted: 1 March 2022
Published: 4 March 2022

Publisher’s Note: MDPI stays neutral
with regard to jurisdictional claims in
published maps and institutional affil-

iations.

Copyright: © 2022 by the authors.
Licensee MDPI, Basel, Switzerland.
This article is an open access article
distributed under the terms and
conditions of the Creative Commons
Attribution (CC BY) license (https://
creativecommons.org/licenses /by /
4.0/).

Department of Management and Humanities, Universiti Teknologi PETRONAS,

Seri Iskandar 32610, Perak, Malaysia

Department of Finance, School of Business, Galgotias University, Greater Noida 203201, Uttar Pradesh, India;

shakebakhtar.amu@gmail.com

Department of Finance, College of Administration and Financial Sciences, Saudi Electronic University,

Riyadh 1167, Saudi Arabia; asif.alig35@gmail.com

Department of Management Information Systems, College of Business Administration, Prince Sattam Bin

Abdulaziz University, Al-Kharj 11942, Saudi Arabia; a.salameh@psau.edu.sa

5 Executive Office, Proofreading by A UK Ph.D., Cyberjaya 63000, Selangor, Malaysia;
drthava@proofreadingbyphd.com

*  Correspondence: parvezkhan.alam@gmail.com (P.A.K.); satire@utp.edu.my (S.K.J.)

Abstract: The introduction of sustainable development goals has made sustainability a top priority for
most nations. This has raised the investment into the educational system for potential growth and for
creating an innovation culture in any country; the role of institutional investors in the development of
financing clean energy infrastructure, entrepreneurial development, poverty reduction, and driving
corporate social responsibility and firm development has been found significant. An intensive
literature search of Scopus and the web of science database was explored with different relevant
sets of keywords “Institutional investors AND Education”, “Institutional investors” AND “Higher
education”, which drew 29 final articles between 2010-2021. This scoping review draws a new open
approach for creating alternative sustainable funding for the higher education system and investment
opportunities for institutional investors with government intervention. This research becomes the
first that shows the road map to the higher education system in creating alternative funding through
the proposed Institutional Investor & Sustainable University Funding Governance Code, which will
make the higher education system independent and ease the burden on the government, as well as
create a huge market opportunity for both players. This research model will scope the collaborative
approach towards sustainable development goal 4—Quality education.

Keywords: sustainable development goal; SDG-4 quality education; institutional investors; higher
educational

1. Introduction

Open innovation is topical in major areas of research, for instance, environment
and social innovation [1-3], Promoting Digital Entrepreneurship [4], Internal Corporate
Responsibility [5], and the role of universities in open innovation research [6].

Similarly, the open approach is also gaining momentum in higher education in terms
of value co-creation from the collaboration industry and higher education [7,8], and research
and innovation [9]. Higher education is one of the most significant indicators of global
competitiveness. In response to globalization and the so-called “knowledge economy”,
many countries have attempted to improve international competitiveness by developing and
modifying macro policies to strengthen higher education, particularly universities, a core
component of the education sector. However, the educational system across the world has
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been immensely affected due to this outbreak of COVID-19, the most affected around the
globe is the education system (Colleges and Universities) [10] and their financials [11,12].

Apart from the COVID-19 pandemic, there are several other challenges the world is
facing, which can be assessed by looking at United Nations 17 sustainable development
goals (SDG) 2030 [13-17]. The sustainable development goals (SDGs) are a blueprint for
a better and more sustainable future for everyone (UN SDGs 2015) [18-20]. In which the
United Nations has developed 17 challenges in terms of goals and 169 targets to be active
by 2030 [21-24], the SDG17 includes quality education Goal 4. Quality education goal
(SDG-4) is at four, after eradication of poverty (SDG-1), zero hunger (SDG-2), and good
health and wellbeing (SDG-3) [20,22,25].

The priority on quality education is due to the surprising fact that globally [26],
258 million children are out of school, and 617 million youth worldwide lack basic literacy
and math skills despite being in school (USI 2018), whereas the 2030 agenda for sustainable
development is universal, holistic, and indivisible, with a particular focus on ensuring
that no one is left behind. SDG-4—Ensure inclusive and equitable quality education and
promote lifelong learning opportunities for everyone (Nation 2019). Similar in line with the
global effort for quality education, several attempts are also made by every government of
the country. For instance, open [27], several initiatives for educating girls in India [28], and
for students with disabilities in South Africa [29].

Similarly, the Saudi Arabian government has priorities on higher education in the
evidence of Vision 2030 for Saudi development [30]; there were 36 education plans de-
veloped in the year 2020 by the Saudi government to achieve Vision 2030. This vision
includes teacher-student training and development, development of financing methods
and improvement in financial efficiency, and increasing private sector participation in the
education sector [31].

The invitation of private sector participation shows that all related parties are necessary
at this time, and there is also the significant requirement of funds coming directly apart
from the Saudi government. This research propounds a new model for the higher education
of the alternative funding opportunity from private investors and other funding sources
for the educational institutions, which will create a stable investment opportunity for
institutional investors and revive the higher education system post-COVID-19 without
impacting the government fund.

The literature on funding education institutions by institutional investors is not com-
prehensive to date. The current literature review has yielded evidence of private grants and
funding for ideas and projects; it is also noted that collaborative research and development
projects are being conducted in the interests of resource-sharing with multinational compa-
nies (private and public), but there is little research highlighting the role of institutional
investors in funding educational institutions in Saudi Arabia.

To achieve successful institutional investment into educational institutions, there is a
need to establish the idea and explore possibilities of the institutional investors to support
the Saudi Arabia 36 plans for the year 2020 for achieving the education initiatives listed
under Saudi Arabia’s Vision 2030 [32].

The institutional investment will act as alternative funding for educational institu-
tions, and the Saudi education system will receive further support for its operational and
research development activities. This will boost the Saudi education system’s institutional
ranking and contribute directly to sustainable development goal 4 (SDG-4) of achieving
quality education; however, there are several challenges [33] in achieving SDG-4, but
on the contrary, there are several opportunities as well that will emerge from inviting
institutional investors.

Therefore, there is a pressing need to invite institutional investors to offer alternative
educational funding in several ways, for instance, initial Public Offering (IPO) or via bonds,
mutual funds, insurance, or real estate investment. This initiative will also boost the
country’s economy, attract foreign investors, and achieve societal development without
requiring extra investment by the government or further tax burden to Saudi Arabia.
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This proposed research model will also create alternative funding for universities,
which will boost the university’s (and, by extension, the education system’s) capabilities
in infrastructure development, faculty development, and laboratories. This will generate
returns in the forms of publications, patents, and commercialization of the university’s
discoveries and inventions. This research model will also tie in closely with the industries
so that the research taking place would be assuredly useful in business and practical
applications. This proposed research model also brings about new possibilities in filling
the gap between industry and educational institutions, bringing greater opportunity for
industry or private institutions to invest and develop educational institutions and their
stakeholders.

On the other hand, in return for investments, this research model creates more col-
laborative patents, trademarks, and innovative products for institutional investors that
will allow institutional investors to generate revenue. Finally, this research model creates
a win-win situation for both parties and eases the burden on government expenditure
towards creating a better education system.

The paper flow has the methodology section, the systematic literature review process
for framework development, it creates a nexus of institutional investors and educational
institutions, highlights the role of the government in developing a new model of alternative
fundings and opportunities for the institutional investor, followed by a discussion section.

2. Materials and Methods

Literature review papers play an essential role in the overall diffusion of knowledge
in any academic sector. They give the researcher a thorough awareness of the topic and
its extent for future research possibilities. Author [34] pointed out the literature review
process must have a greater level of transparency through comprehensive content analysis
of all related articles; for this, we have explored the oldest indexing database Scopus
and web of science with the combination of keywords of “Institutional investors AND
education”, “Institutional investors” AND “Higher education” for developing a novel
conceptual review.

This article has explored this WoS and Scopus database, the largest, oldest indexing
databases [35], they are widely utilized in several review articles [36,37].

In this search of both databases, we found 35 articles from the Scopus database and
27 articles from the web of science database. After this, we eliminated duplicates and
conference articles (6 articles), which gave us 29 articles that discussed the education sector
and institutional investors in the article.

However, to the best of the authors” knowledge, none of the research proposed inviting
institutional investors to invest as alternative sustainable fundings for higher education.

In the literature search, we did not find the lead author as all the authors have just one
article each in the database, and most of the research was conducted in 2021. The details
are graphically presented in the Figure 1 given below.

Figure 2 shows that there have been minimal studies since 2010; the highest number
of studies has been seen in the current year 2021. The merge of institutional investors and
education is the niche to explore the top authors because all the related authors have only
one article each. It is difficult to say which author is the lead author. Figure 3 shows the
lead journals, and Figure 4 shows the lead authors. From Figure 3, Frontier of Business
Research in China has topped the journal list with a publication score of 2, and the rest have
only 1 publication score.
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Figure 1. Flow Diagram of Article Selection for Conceptual Review.
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Figure 4. Lead Authors.
In addition, several authors adopted a visual representation of bibliographic coupling
author citation shown by several review articles [38,39]. Similarly, this review article
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Figure 5. Visual representation of bibliographic coupling; Author.

The visual representation of the bibliographic coupling of citations in Figure 6 shows
that the highest average years of citation is led by authors BYGRAVE, W.D, PEARLMUT-
TER.M, KON, S.Y, DARBY, I AND SCHIAVONE, F. DEL GIUDICE, M. However, this is an
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emerging area of research, therefore, there is limited research stating the relationship of
institutional investors’ roles in higher education. After a basic literature search of Scopus
and the web of science database, the following section involves building a theoretical
framework by segregating the articles on institutional investors and alternative fundings
for higher education.
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Figure 6. Visual representation of bibliographic coupling; Citation.

This narrative literature search also proposes the need for a new model in the education
system and code of governance to establish alternative funding, an open investment
approach, and create a win-win situation for all stakeholders. The following section will
establish the theoretical framework.

3. New Theoretical Framework Development

The alternative funding opportunity and investment opportunity in the higher educa-
tion system is the novelty of the research, which can be clearly seen in the detailed literature
of institutional investors and their interest in sectors other than the education sector.

Table 1 of the literature review in the field of institutional investors shows the positive
role of banks, insurance companies, and private pensions in the development of clean
energy [40], mutual fund and hedge funds in the development of China stock market [41],
as well US firms [42]. It also shows the role of institutional director investors’ banks
in positive CSR [43] and lastly Institutional climate finance, low carbon investment in
minimizing the carbon footprints [44].
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Table 1. Literature review in the field of institutional investors.

Institutional
Investor’s Variables

Industry

Impact (Finding)

Practical Implications

Reference

Bank, Insurance &
Private Pensions

Clean Energy

Positive effect on financing
clean energy and Climate
change mitigation

Need to scale up the green
bond, investment funding
structure for
risk-mitigating public and
private finance
mechanisms

[40,45]

Insurance, Mutual
Fund, Pension Fund,
Foreign Inflows

Economic Growth

In industrialized economies,
institutional investors have a
positive effect on the growth of
GDP per capita

[46,47]

Mutual Fund

China stock market

Effective monitoring
mechanism, deterring fraud,
and enhancing corporate
governance in Chinese
capital markets

Mutual Fund Hedge
Fund

US Firm

Firms deleverage by reducing
debt and transitioning to debt
associated with enhanced
monitoring and efficiency

[42]

Institutional Director
Investors -Bank

Corporate social
responsibility reporting
(CSR)

Increase environmental and
social commitments, Minimize
the probability of default, and

maintain prestige and
professional reputation

[43]

Institutional Climate
Finance, Low Carbon
Investment

Low carbon Investment

Positive Impact on Climate
finance—Improving Pricing
and Market efficiency

Transparency is Not
enough—It addresses only
behavioral basis, but the
strategic limitation is more
serious

Public and Private
Institutional Investor

Social Infrastructure
Investment

Positive improvement and
expansion of sustainability,
Sustainable development goal

Open door for Sustainable
development goal
investment for the asset
owner

(48]

Foreign Investor and
Pension Fund

International
companies

Foreign Investor pension fund
and other has positive
relevance in information
discloserGovernment and
financial institutions and
crossholding do not have an
impact on the
Information system

Participants of
Government and financial
institution and
crossholding need
to scaleup

(48]

This literature research draws the attention of government education policymakers for
sustainable alternative funding from institutional investors and alternative investment op-
portunities for institutional investors, after the systematic analysis of the role of institutional
investors in different industries [40,41,49] and their impact in Table 1.

Table 1 shows the potential of an institutional investor, therefore proposes to create an

opportunity for both the higher education system and institutional investor.

Several factors will affect the impact of institutional investors on the education sector,
namely, low expectations from the education-based stock market, adequate adjustments to
the education market, loss experience, and assumption of a stable education market [50,51].
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This investment is an alternative opportunity for the university to develop infrastructure
and academic research and development.

Compared with industrial research and development, university research tends to
be more aligned with the basic purpose of research and development (R&D), which is
an opportunity for institutional investors to invest in the educational sector. In contrast,
industrial research, and development focus more on obtaining private benefits for related
enterprises. It is believed that a company’s industrial R&D will bring some “spillover
benefits” to other companies, which often discourages the company’s investment. It can
be expected that this kind of spillover income from university research will significantly
increase because they have no incentive to keep research privatized. In fact, scholars are
strongly motivated to publish their findings, following which, institutional investors may
help commercialize the innovation.

On the contrary, research into alternative funding [52-54] to the educational sector
found a few alternative investments with a positive effect on the whole education system as
well as an individual, but there is a lack of research on the role of specifically institutional
investors on funding the education system of any country. Table 2 shows the funding
sources as Waqf, Community support, Zakat Funding, Equitable Funding, and Public
Funding apart from direct government funding.

Table 2. Literature Review in funding sources to the education system.

Source of Funding to

Education System (Finding) Practical Implications Reference
Funding higher education Positively Meet the expenditure Source of social financing
through wagqf- Private and through WAQF funding (Private alternative fiscal instrument for [55]
Public Waqf and Public) funding in higher education

Community Support Funding

Positively impacting on investment of
building, and primary expenses
(salary payment, bill, and furniture)

Support to ease the burden on

the government of Nigeria 56l

Zakat Funding

Positive on induvial and

education system [57]

Equitable Funding

-Possibility to reform the education
system through Equitable Education Leaders need
funding.-Research depicts equitable flexibility and creativity in [58]
allocation model is considerably more traditional funding
than positive achievement level

Public Funding

Positive findings on individual
welfare not as a whole of [58,59]
Higher education

Therefore, both tables of literature on the role of institutional investment and alter-
native education funding confirm the gap in the literature that there is a pressing need to
open approach for institutional investors to alternative educational funding in the way of
Initial public offering (IPO), bond, mutual fund, insurance, and real estate investor or any
alternative way should be explored to bring the opportunity for both parties.

3.1. Nexus Institutional Investor and Educational Institution: Adoption of Open Approach

The growth of the Indian stock market [60], financing clean energy infrastructure,
entrepreneurial development, poverty reduction [61] and driving corporate social responsi-
bility [62], and firm performance are proof of the tremendous role institutional investors
play in reforms and improvements. There is also other evidence in the literature review of
institutional investors and contributions, for instance, improvement of corporate gover-
nance quality [63], achieving sustainable development goals [64] and mitigating climate
change risks [59,65].
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Likewise, the invitation of institutional investment is critical in establishing sustainable
funding for universities. The role of institutional investors, such as banks, hedge funds,
mutual funds, or real estate investment trusts, will enhance the financial standing of the
education system, enabling universities to offer quality education, research and develop-
ment, and innovative culture contributing to societal development. Inviting institutional
investors for alternative funding to the education system will not only contribute to the
development of universities but also make the education system independent. This would
mean that government funding can be utilized in other economic development initiatives,
such as attracting foreign talent for research, university collaboration with top universities,
and commercializing research and patents.

This initiative will also ease the burden on the government with regards to the ed-
ucation budget, on which most countries spend 1% to 5% of the country’s GDP. These
funds can be diverted to other socio-economic development plans for the country or can
be utilized as per the independent objectives of each country [66]. This initiative will
offer the investment opportunity for both the higher education system and institutional
investors of the country, which will act as a blue ocean strategy by the government where
an investor can find a new market for investment and return under the government’s
governance. Therefore, this research proposes the following model of sustainable funding
for universities and investment opportunities for institutional investors (Figure 7).

Bank
Hedge Fund /\\
Institutional \‘. Sustainable
Investor | University
Real Estate \ }, Funding
Investment Trust v /
Insurance

Figure 7. Institutional Investor and University Sustainable Funding.

3.2. Use of Alternative Funding from Institutional Investors

According to the 2015 Frascati Handbook, research activities must be novel, creative,
uncertain, systematic, transferable/reproducible, and all activities must be performed to
produce new knowledge. Based on these attributes, as well as the definition of research
and innovation outlined above, the following list reflects the general research activities
funded by institutions that the university may assign budgets to:

Development and implementation of research-related training.

Support professional, technical, administrative, or clerical support personnel engaged

in activities.

Essential to R&D.

Upgrade and purchase of equipment and facilities.

Participate in conferences and seminars.

Supervise R&D projects and research higher education students’ programs!

Mobility of researchers and research support staff for temporary cross-industry or

cross-institutional contacts for knowledge transfer.

e R&D projects in cooperation with external stakeholders who need or participate
in R&D.
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Patent application and intellectual property licensing work.

Prototype development and testing.

Market survey.

License Marketing.

Technical evaluation.

Phases 1 to 3 of clinical trials (as defined in the 2015 Frascati Handbook)

Develop application software, new programming languages, and new operating systems.

Therefore, the role of institutional investors and a sustainable university funding
model will bring a revolution to the funding of education systems and contribute directly
towards social development specifically to SGD 4—achieving quality education, this re-
search model can be named the Institutional Investor and Sustainable University Funding
(II-SUF) model. In this proposed model, the insurance company’s role is seen in the uni-
versity context as providing insurance to the students and staff, which can help with the
positive acceptance of institutional investor participants in universities. Likewise, other
institutional investors like banks can also act as investors in academic research and devel-
opment as partners, leading to new banking businesses apart from their usual traditional
product offerings. Banks can also do their own due diligence and in-depth assessments
before funding the projects.

In addition, alternative investment firms such as mutual funds, hedge funds, and real
estate investment trusts can also contribute towards research collaboration and funding
to create a new market. While current university practices do not currently support the
opportunity for mutual and hedge funds to provide such support yet, there is evidence that
real estate investment trusts have funded university infrastructure development before [67].

Therefore, the role of institutional investors and sustainable university funding model
will bring revolution in the funding to the education system and contribute directly to
social development, specifically to SGD 4—achieving quality education.

3.3. Academic Institutions and Their Entrepreneurial Plans to Attract Institutional Investors
of KSA

This research model also promotes the development of entrepreneurs in Saudi Arabia.
Authors [68] have advocated the role of Saudi universities in developing the country’s
entrepreneurial leadership in his research. Another author [69] points out that university
entrepreneurship education has a significant positive impact on the financial performance
of graduate entrepreneurs [69].

Author [70] has emphasized in their research that entrepreneurship education is a
tool for acquiring professional qualities and boosting entrepreneurs’ long-term competitive
advantage. Entrepreneurship education is a definite positive influence on the institutional
investors in the education system in Saudi Arabia and will become a near-term alter-
native investment opportunity. Author [71] points out that entrepreneurship education
directly affects financial knowledge and positively affects entrepreneurial skills. In addition,
research [72] mentions that entrepreneurial education affects money literacy.

Furthermore, the Kingdom of Saudi Arabia plans to have five Saudi universities among
the top 200 universities globally by the year 2030, which has in brought the government’s
focus to strict literacy, character, and numeracy standards in modern curricula to inculcate
ethics [73]. This planned goal will not enhance the literacy and skill of the citizen but also
increase the entrepreneurial culture leading to economic move for betterment.

In the research, Ref. [68] mentions in their research that Saudi universities play a
key role in entrepreneur development, and King Abdulaziz University, established by the
Saudi Arabian government, assists entrepreneurs in developing entrepreneurial leadership
skills. Abdulaziz University is known for promoting innovative business ideas to students
and businessmen. King Fahd University of Petroleum and Minerals plays a leading role
in building a network of entrepreneurs and alumni, which is leading an entrepreneurial
academy to help improve entrepreneurial leadership. Prince Mohammed Bin Farhad
University, Umm Al Qura University, and King Saud University have all played vital
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roles in developing intellectuals and enabling them to have the right skills to become
entrepreneurs.

4. Moderation: Role of Government in Open Approach

This section brings out another important player the “government” for implementing
this model in Saudi Arabia education. The moderating role of government intervention
will develop a system of governance and act as a watchdog to meet the all-party interests,
government intervention is needed [74], as it is a matter of the improvising country’s
education system and creating funding opportunities, which requires the monitoring
to maintain quality, conflict management, stakeholders” management for a sustainable
education system. This research model is incomplete and impractical without the role
of the government, as only a governing authority can invite an institutional investor to
invest in the national education system and the institutional investor will be able to develop
confidence in capital investment.

In this research model (Figure 8), the government intervention will act as a moderator,
enhancing the value creation for institutional investors and alternative sustainable fund-
ing. This initiative requires an Institutional Investor and Sustainable University Funding
Governance Code (II-SUF Code) that establishes accountability of both parties.

Government
Intervention
Bank
Hedge Fund
Institutional S{;SFaina};Le
Investor niversity
Real Estate Funding
Investment Trust
Insurance

Figure 8. Moderation of Government Intervention in Institutional Investor & Sustainable University
Sustainable Funding.

The Institutional Investor and Sustainable University Funding Governance Code (II-
SUF Code) along with government intervention, will implement the required policies and
procedures, preventing insider trading, abuse of power, corruption, and managing conflicts
of interest of parties.

In this proposed code, board-level governance, academic faculties, an academic senate,
a corporate board, trustees or stakeholders, and respective institutional investors can be
needed to avoid misrepresentation and conflicts amongst stakeholders. This proposed
code will be under the law of the Saudi Council of Higher Education and Universities and
requires collaboration with an investment law body. The next level of governance Saudi
Council of Higher Education and Universities, for policy formulation and implementation
of the Institutional Investor & Sustainable University Funding Governance Code (II-SUF
Code), will further ensure security for institutional investors and Saudi universities.

There is merit in inviting institutional investors to support and invest in the Saudi
education system, as there is verifiable evidence and examples of successful investment
in other industries. These examples include the growth of the Indian stock market [60],
successful financing of clean energy infrastructure, entrepreneurial development, poverty
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reduction [56] increasing undertaking of corporate social [62], and improving firm per-
formance [75]. There is also other evidence suggesting the positive correlation between
institutional investors and social development, such as improvement of corporate gover-
nance quality [63], achieving sustainable development goals [64] and mitigating climate
risks [76].

Similarly, the institutional investor has a major role to play in developing and trans-
forming the higher education system, as the future of higher education will be based on
industry. For instance, Apple’s university-style training program is a unique example of
the corporate university and in the future due to the limited resources, the industry and
university will be closed for not only enhancing the traditional classroom approach but
also enriching the industrial skill in colleges /universities.

Therefore, the intervention of government in the Institutional Investor & Sustainable
University Funding will make this transformation happen and manage the conflict of
interest amongst the stakeholders.

5. Alternative Investment Opportunity for Institutional Investment

Saudi Arabia’s Ministry of Education (MOE) aims to narrow the gap between the out-
put from universities and institutions of higher education (graduates) and their industry’s
overall needs. By 2030, Saudi Arabia is also aiming for five of its existing universities to
be listed in the world’s top 200 universities. Additionally, it is expected that by the end of
2030, the qualitative, as well as the quantitative performance of Saudi Arabian students,
will exceed the average educational level of international education.

To achieve this, it is highly recommended that an efficient and collaborative joint
venture between universities and private institutions be established to enter the Saudi
Arabian education market. Further, providing short-term courses or seminars through
these institutions is a good way to understand the Saudi education sector market better.
The Saudi Arabian government firmly believes that education is the golden key directly
linked to progress and improving economic development. Due to this, they have allocated
186 billion rials to the education sector in their 2021 budget—significantly higher than the
global average.

Saudi Arabia is one of the most promising markets for investors oriented towards the
educational sector [77]. An independent research firm, Ken Research, has predicted that in
the next three years, the overall education market in Saudi Arabia alone is likely to grow
at a compounded annual growth rate of 12.3%, reaching a relatively large value of US$15
billion by the end of the year 2021. Conclusively, based on this study model, the next three
years must be considered as the best opportunity for potential investors to invest in the
Saudi educational market. Therefore, the Institutional Investor and University Sustainable
Funding model explores the win-win opportunities for both parties.

Institutional investors should have the opportunity to also maintain a deep under-
standing of the country’s regulatory structure, market size, market growth, and potential
of the Saudi Arabia education sector prior to investing in the country’s education system.
Points to be aware of include:

Development of the Project for King Abdullah Bin Abdul-Aziz Public Education
1376 teaching facilities and schools (411 new schools have been built)
Innovation between different universities specialized for women’s colleges

The Scholarship Program for students (employee of an institutional investor)
National Transformation Plan (NTP) associated with the education sector.

Institutional investments by investors such as banks, hedge funds, mutual funds,
real estate investment trusts will enhance the financial capability of the education system,
which will enable the universities to offer quality education, research & development,
and an all-around innovative culture contributing towards societal development. Not
only will inviting institutional investors for alternative funding to the education system
to contribute to the university’s development, but it will also make the Saudi educa-
tion system independent, leading to contributing to societal development. Furthermore,
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government funding otherwise directed towards universities can be diverted to other
socio-economic development by the university, such as attracting foreign talent for research,
inter-university collaboration, industry-university collaboration, and commercializing
inventions and patents.

o Why do Institutional Investors Need to Invest in the Education Sector in
Saudi Arabia?

There are four significant reasons for institutional investors to invest in the Saudi
education market:

1.  Saudi Arabia has 29 public universities [78] and 14 private universities.

2. The Saudi government encourages institutional investors to participate in education
and plays a key role in education reform by facilitating land, loan, and permit ease
procedures.

3. Saudi Arabia is the most significant capital market in the Middle East, North Africa,
and Turkey, with a $450B market cap, which directly affects the education market in
Saudi Arabia.

4. Realizing the Kingdom’s vision of transitioning to on-site digital education in 2030
with 2018 (4266) million dollars in grants [79] and (150) schools replaced by all books
printed by the digital department.

5.1. Alternate Opportunity to the Hedge Funds, Mutual Fund and Insurance

Before understanding alternate funding, it is crucial to understand hedge, mutual
and insurance funds. Hedge and mutual funds are the same in investment terms but
different in technicalities. Hedge funds, unlike mutual funds, invest in securities that are
not registered in the Capital Market Authority (CMA) and are not required to disclose
Annual Net Value (NAV) periodically. In addition, the minimum investment made in hedge
funds is 100,000 USD and a longer commitment period. In contrast, there is no minimum
limit in terms of investment amount or committed time in mutual funds. Moreover, expense
and management fees are higher in hedge funds compared to mutual funds. Investors who
deal with hedge funds profit by selling short, which involves high risk and high returns,
unlike mutual funds, where investors play safe.

Insurance funds are managed by investment institutions and regulated by the Saudi
Arabian Monetary Authority (SAWA). Their business involves using the insurance premium
taken from their customers and multiplying it by investing it in the stock market. This
applies to all forms of insurance other than life insurance, where they have to return the
premium after the policy matures.

Universities can also follow this path and involve financial institutions as a mediator
who will manage universities” funds. Institutional investors can use the education sector
money as endowment funds and invest it into the stock market. If the government allows
for it, universities can also issue an Initial Public Offering (IPO), which will help external
and independent investors access publicly listed shares issued in these universities’ names.
Institutional investors will play the role of an agent, who will manage the funds and earn
management fees. However, the education sector in Saudi Arabia, with low cap and high
cap, can invest accordingly and earn higher returns. With the implementation of the II-
SUF model, investment institutions will get another opportunity to take by mobilizing
university funds.

5.2. Opportunity to Invest in Consolidated Investments in the Educational Sector

The education sector in Saudi Arabia rarely adopts merger strategies due to its rel-
atively young age and high demand, and both tend to be less complex value creation
methods. As the education sector matures, this situation will change. In terms of risk
and return, the combined business lies between acquisitions focused on growth. Due to
integration risks, institutional investors tend to get higher returns than growth-focused
acquisitions. Still, compared with Greenland ventures, institutional investors acquire estab-
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lished businesses with a lower risk profile. Generally, the combined value creation plan
relies heavily on assets that can be obtained at low multiples. Profits and multiple benefits
can be quickly obtained through integration on a more effective platform. Consolidated
cash flows usually include monetizing investment increments through some recurring
dividends and considerable capital gains on exit.

For instance, in 2005, the Chicago-based stock company founded the Education Futures
Association in the southwestern United States, has absorbed and merged several continuing
education institutions since its inception. The owner used value creation approaches to
release value from the investment until the asset is acquired with the prospect of increasing
the margins and promising means of investing in a merger.

The centralization of back-office management functions across several schools, for
instance, and the sharing of teacher resources will improve the ratio of teachers and students
to managers. It can reduce acquisition costs and raise profit margins for institutional
investors by combining vendors and service providers such as consumables, account books,
and facility management. Cross-selling of ancillary assets usually creates synergies in terms
of sales. Therefore, the ‘consolidated investment’ in the education sector is an opportunity
for institutional investors in Saudi Arabia.

5.3. Opportunity for ‘Real Estate Sale-Leasebacks Investors” in the Educational Sector

Investment into the current Saudi education sector will create opportunities for institu-
tional investors in real estate, as they can acquire and lease back assets (land and property)
for educational institutions that lead to the minimization of capital expenditure and risk
minimization. The real estate institutional investors’ sale and leaseback are universally
accepted at the lower end of the risk/return range, providing a cash flow profile that is
bond-like, including regular dividends from rental income and return of investment capital
following the disposal of assets. In particular, the educational infrastructure sub-sector, and
the parks of entities operating in the education delivery sub-sector, are the best targets for
the repurchase of institutional real estate investors. These investments provide buyers and
sellers with advantages: the buyer gets predictable long-term returns, usually between 9%
and 11%. For growth and/or distribution, the seller releases free capital locked in non-core
assets and improves the return on equity of its operations.

Due to the risks inherent in single-tenant leases, the choice of assets is critical to
ensuring that target returns are achieved. Institutional investors should look for universities
and higher education institutions and financially sound operators and have a strong
position in the established Saudi education market. To determine the property’s condition
and maintenance history, a thorough property inspection is also essential to eliminate
unexpected maintenance that could lead to unforeseen expenditures; this will help limit
return leakage.

A long-term lease agreement with the Saudi education investment agency, which
is inflation-protected and based on a price index, should be negotiated by institutional
investors after the asset selection is completed. To ensure that returns are realized, institu-
tional investors should also monitor facility management costs closely. Here, the ability
to achieve scale in a city or region can improve the ability of the buyer to negotiate and
reduce operating expenses, just like playing a role in a merger. Therefore, ‘real estate sale-
leasebacks investment’ in the education sector is an opportunity for institutional investors
in Saudi Arabia.

5.4. CSR Investment Opportunity (Mitigating Industry-Education Gap)

In English professional development courses, institutional investors in Saudi Arabia
can easily seek opportunities. “Technical English’ courses and practical training and guid-
ance towards machine tools, heavy metal processing, electromechanical, and automotive
machinery are the prime focus of these courses. The government prioritizes providing
high-demand skills to the younger generation and courses to meet Saudi’s industry-specific
needs. Computer technology, computer programming, technical and vocational training,
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office management, accounting, financial management, marketing, and sales are among
the most popular courses. Saudi market opportunities in general also include both short-
term and long-term training for training upcoming pilots and maintenance of aviation. In
addition, training in medical fields such as nursing, X-ray technology, emergency avia-
tion, medical aid, pharmacy, and medical science is also in high demand (undergraduate
and graduate level). Mitigating the industry-academia gap will be termed as Corporate
Social Responsibility (CSR) [80-82], where universities will be required to invest a certain
percentage of their income into a weaker section of society or to a Non-Government Orga-
nization (NGO). The youth (weaker section) will get a quality education and find gainful
employment. This will lead to improving brand image, and in the future, researchers
can also evaluate individual universities” performance empirically through CSR scores.
Conclusively, this research will benefit both universities and institutional investors in the
Saudi educational market.

6. Open Approach: The Possibility in Higher Education System

The open approach in every area of research is gaining momentum as there is an emerg-
ing need for an open approach. For instance, in startups [83], product development [84],
in innovation ecosystems [84] digital business [85], and similarly, open innovation for
value creation amongst [7] university and industry. This research has implications mainly
practical and for literature and policymakers, which are discussed in the following section.

6.1. Practical Implications

The world has great expectations for how the private sector, which consists of both
companies and investors, can support the sustainable development goals (SDGs) [86,87],
and from the above discussion in the literature, the nexus of institutional investors with
university sustainable funding and moderation role of government intervention suggests
that the adoption of institutional investor and sustainable university funding model is
crucial, as it requires continuous planning, implementing, monitoring, as well as managing
the institutional investors for alternative funding to the education system.

This proposed research model for alternative funding will boost the university’s (and,
by extension, the education system’s) capabilities in infrastructure development, faculty
development, and laboratories, which will generate returns in the form of publications,
patents, and commercialization of the university’s discoveries and inventions. This research
model will also bring industries more practical and most needed research-focused solutions.
For instance, a few exemplary universities have already initiated this model partially with
multinational companies (MNCs) rather than institutional investors. In this undertaking of
the model, multinational companies’ research and development have been conducted in
university laboratories such as King Fahad University, Panasonic Research Centre in the
University of Tokyo, and PETRONAS Research Centre at Universiti Teknologi PETRONAS
Malaysia. This partial adoption of investment or funding by multinational companies has
helped these universities bridge the gap between academia and industry, and as a result,
the university rankings of King Fahad University, University of Tokyo, and Universiti
Teknologi PETRONAS Malaysia have seen good progress in the last few years.

Another example of partial adoption of our proposed model is offering research
grants; many multinational companies support research projects and laboratories to solve
their company’s problems. This research grants model has many instances of successful
implementation. For instance, Nonwovens Institute (NWI) at NC State University, a
Sustainable Industry/University / Government Partnership Model since 1991, Procter &
Gamble/University of Cincinnati Simulation Center since 2008, Kansas State University and
Abaxis Inc in 2011, and the International Food Safety Training Laboratory (IFSTL), which is
a partnership between the University of Maryland & the Waters Corporation signed in 2010
to Support Sustainable Development. Therefore, this research model is viable for practical
application and offers investors real and sustainable funding opportunities.
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6.2. Academic

This Institutional Investor and Sustainable University Funding Research Model indi-
cates a new angle of research in institutional investors and alternative funding for universi-
ties where more research is required to explore the possibility and process for implementing
the model. Although several studies advocated university-industry collaboration [7,88-91],
this research extends new possibilities in the literature to bridge the gap between industry
and educational institutions, bringing greater opportunity for institutions to invest and
develop alternative funding for educational institutions for quality education.

The United Nations SDG-4 also understands the importance of quality education;
this research practically pulls the investment from the market and creates a collaborative
approach to achieving the target.

This SDG’s collaborative approach with the institutional investors will minimize the
college’s dropouts; once the dropout number decreases, the focus on quality education will
enhance gradually.

The research model will also be able to address SDG-4's major seven targets [92] that
deal with quality and equality for different phases of education. The first three targets are
intended to ensure all children and adults access to quality education from early years
through primary and secondary school to technical and university levels. Target 4.4 aims
to enhance the practical skills of youth. Target 4.5 is concerned with the distribution
of educational access across a range of demographics, noting the needs of people with
disabilities, indigenous peoples, and vulnerable groups. Target 4.6 aims to ensure literacy
and numeracy for all youth and substantially reduce adult illiteracy. Target 4.7 is the only
target that deals with the content of education aiming to develop knowledge and skills
for sustainable development, human rights, gender equality, and cultures of peace and
non-violence [93].

The proposed model implementation will vary differently in developed, developing,
and under developing countries due to the different set of challenges; however, investment
in quality education will lead to the achievement of the other 16 sustainable development
goals and their 162 targets.

6.3. Policy Implications

The research also emphasizes the role of policymakers as this Institutional Investor
and Sustainable University Funding Model by understanding the role played in the past in
various community and scientific projects [94]. This research model is impractical if the
authorities do not invite institutional investors to begin funding the educational sector.
This research model will create a win-win situation for both parties, as it also decreases the
burden on government expenditure. Moreover, R&D’s social return rate is considered better
than the financial return rate as it will bring profit and societal development. Furthermore,
this provides a good incentive for the public to endorse R&D; this spillover impact is
considered especially significant in academic science since researchers have a strong desire
to make their results public and commercial. Policymakers may rethink their approach, as
instead of providing greater tax relief for R&D in general, there is potential for greater tax
relief for university-industry spending on R&D, especially because intellectual property
rights are not granted to sponsors.

This research can play a vital role in knowledge acquisition from industry, which
provides returns to the institutional investors and the education system and the country’s
economic and social development. Likewise, this research model also benefits the policy-
makers of Saudi Arabia, by helping them find opportunities for institutional investors and
blue ocean leadership to explore investment opportunities in the Kingdom. It will create
potential financing and investment prospects for Saudi Arabia’s private investors in the
education sector [95].

Lastly, apart from the investment-funding opportunity, the role of policymakers is also
imperative in achieving the sustainable development goals concerning quality education
(SDG-4) through the proposed model as the implementation requires planning, and gover-
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nance, from the policymakers and government. Government intervention is also crucial in
the proposed research model as it requires long-term implementation and monitoring to
improve literacy and quality education.

Therefore, Institutional Investor and Sustainable University Funding codes need to be
developed favoring the idea of attracting an institutional investor toward sustainable uni-
versity fundings, which will not only generate more funding but also add new stakeholders
in promoting quality education SDG-4.

7. Conclusions

Investment in the education system depicts the potential growth and innovation
culture of any country in the world. Positive examples are institutional investment in
the development financing of clean energy infrastructure, entrepreneurial development,
poverty reduction, and driving corporate social responsibility and firm development.
This alternative funding opportunity bridges the gap in institutional investors’ literature
and funding opportunities in the education system. This research proposes alternative
sustainable funding for the Saudi education system and investment opportunities for an
institutional investor with the moderation of government intervention. This research claims
that by government initiative, universities will be able to create an alternative funding
source through institutional investors, which will ease the burden on the Saudi government
and create huge market opportunities for institutional investors.

To implement the Institutional Investor & Sustainable University Funding Research
Model, the author predicts the role of the Saudi Arabia government will be crucial as this
can privatize the education of the Saudi Arabia citizen, along with an economy and educa-
tion booster. This research model will divert local, sustainable investors from saturated
industries towards the education system. The performance evaluation of universities will
also change from the traditional approach to the public-listed firm evaluation approach.

To conclude, the Institutional Investor and Sustainable University Funding Research
Model can be run as a pilot project. The results can be analyzed to evaluate the performance
of institutional investors and the Saudi education system. The high demand for private
and public education is attributed to the rise in the number of students, the increase in
discretionary income, market preference for private education, and the Saudi government’s
Ministry of Education (MOE) privatization program. This Institutional Investor and Sus-
tainable University Funding Research Model will enhance the Saudi education system and
contribute directly to SDG-4—quality education.

In order to take advantage of these purchases though, institutional investors in Saudi
will have to take into account the methods of value formation that can meet the education
sector’s target returns., as the educational sector shifts, they will pursue expansion plans to
release economies of scale and associated rewards and aggressively sustain this research
study model. Institutional investors involved in this model stand to earn substantial returns
while contributing to the sustainable development goal 4—quality education.
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