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Abstract 
Nigeria is faced with poor human capital development, abysmally low 

level of literacy and insufficient access to education and health care with 

its attendant effects on the nation’s economic growth. Hence, the study 

examined the impact of education expenditure, human capital 

development on economic growth in Nigeria using the   annual time series 

data spanning 1981-2018. The study made use of the Johansson Co-

integration test and ARDL technique. The evaluation of all the variables 

became stationary at level and first differencing and the result of the 

Johansen co-integration test showed that the trace statistics indicate four 

(4) co-integrating equations. The study revealed that there exist a strong 

relationship between the dependent variable and the independent 

variables selected for the study. It is evident from the study that all the 

independent variables employed are very significant in enhancing 

economic growth in Nigeria. Also the study showed that without human 

capital development, sustainable economic growth may not be achieved 

as reflected in the coefficients of   education expenditure, primary school 

enrolment and life expectancy rate. Based on the findings, the study 

recommended among others that; in order to achieve economic growth, 

government should increase education expenditure, but also the 

percentage of its total expenditure accorded to the sector and efforts must 

be made at allocating more funds to health expenditure in order to 

improve the quality of life, workers’ material well-being and life 

expectancy of labour for the higher productivity. 
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Introduction         

Education remains a vital instrument for sustainable development of any 

nation. This is not in doubt in the minds of policy makers. This is 

emphasized by the fact that it transcends the social, cultural, political and 

economic fabric of the society, (Olure-Bank and Usman 2018). A point been 

stress in this regard, is that irrespective of the natural endowment a nation 

might have, without the requisite human capital (educational capacity and 

health) the skills necessary to harness them would be lacking and therefore, 

the structure or system of such a society is bound to have defects (Olure-

Bank and Olayiwola 2017).  

 

Education is the primary means for sustainable development and human 

capital as well as economic growth. (Olure-Bank and Usman 2018). The 

study asserted that the rate of illiteracy is high and the health status is low 

in Nigeria which has negative impact on the human capital productivity 

and consequently economic growth. By implication, the marginal 

productivity is extremely low leading to low real income, low savings, low 

investment and consequently low rate of capital formation.  

 

Human capital is concerned with knowledge, skills competitiveness and 

attributes embedded in an individual that facilitates the creation of 

personal, social and economic wellbeing. In order to achieve positive 

economic growth in Nigeria, human capital development should be 

considered as an integral and important factor for economic growth. A 

major challenge facing the global community and Nigeria at large is how 

to achieve sustainable development. The three pillars of sustainable 

development cannot be achieved if human capital development doesn’t 

come to play as an integral part (OECD, 2011). 
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Human resource development is an integral part of development agenda. 

The Government of Nigeria has been implementing various programmes 

in the sectors related to human resource development like education and 

technology; health and family welfare; women and children; social 

welfare; youth and sports development; culture and labour and 

employment. In order to create efficient and competent human resources 

by way of upgrading the quality of education and creating enrolment 

opportunities at secondary, higher secondary, technical and all levels of 

higher education, various programs have been adopted (Md-Niaz, 

Mohammed, Nezum and Shamim, (2018)). 

 

Education is one of the important areas where governments in both 

developed and developing economies direct its resources. The belief is that 

the result from education expenditure will go a long way in transforming 

human, social, economic, cultural and other aspects of the people’s lives. 

But however, the paradox accompanying this belief is that, despite the 

huge investment in education, there exist no strong evidence of growth-

promoting externalities of education in Nigeria, but rather, education 

expansion further deepens social inequality and inculcate negative social 

changes such as cultism, rent seeking, sexual harassment, sorting, result 

racketeering, industrial disputes, brain drain among other social vices in 

the Nigerian school system and the society at large, Obi and Obi, (2014). 

 

It is widely accepted that education creates improved citizens and helps 

to upgrade the general standard of living in a society. Therefore, positive 

social change is likely to be associated with the production of qualitative 

citizenry. It would seem to follow naturally that if more individuals are 

educated, the wealth of nation would rise, since more education attracts 

higher wages and aggregatively higher national income. And if there are 

positive externalities of education, national income would increase by 

even more than the sum of the individual benefits. This increasing faith in 

education as an agent of change in many developing countries including 
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Nigeria has led to a heavy investment in it, and thus the delegation of 

manpower development to the schools. The pressure for higher education 

and even school education in many developing countries has undoubtedly 

been helped by public perception of financial reward from pursuing such 

education. Generally, this goes with the belief that expanding education 

promotes economic growth.   

 

Human Capital Development is strategic to the socio-economic 

development of a nation and includes education, health, labour and 

employment and women affairs. Investing in human capital development 

is therefore critical as it is targeted at ensuring that the nation’s human 

resource endowment is knowledgeable, skilled, productive and healthy to 

enable the optimal exploitation and utilization of other resources to 

engender growth and development. Nonetheless, no country has achieved 

sustained economic development without substantial investment in 

human capital ( Ogujiuba and Adeniyi(2013). 

 

Human capital development is described as an end or objective of 

achieving development. It is a way to fulfill peoples’ potentials by 

enlarging their capabilities, and this necessarily implies empowering them 

and enabling them to participate actively in their own development. 

Human capital development is also a means for enhancing the skills, 

knowledge, productivity and inventiveness of people through a broadly 

conceived process of human capital formation. Thus, human capital 

development is not a goods or production centered strategy of 

development. Rather, it is a people centered strategy because what really 

matters is empowering people to identify their own priorities and to 

implement programmes and projects of direct benefit to them. This in turn 

implies the active participation of people in the development process and 

the consequent need to construct institutions that permit and indeed 

encourage that participation (Alehile 2009). 
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In the past, Nigeria has focused on planning and accumulation of physical 

capital for rapid growth and development, without recognizing the 

important role played by human capital in the development process. The 

current Transformation Agenda of the Nigerian Government recognizes 

the centrality of human capital development as a vital transformational 

tool and acknowledged its importance in achieving economic growth. 

Thus, the aim of the agenda is to empower the citizenry to acquire skills 

and knowledge that would prepare them for meaningful work (Ogujiuba 

and Adeniyi, (2013)). Nigeria has over the years invested substantially to 

improve the educational attainment of the labour force and to raise 

productivity but yet still faces declining real output and slow economic 

growth (Obi and Obi, (2014)). 

 

Adelakun (2011) concluded that, the rate of illiteracy in Nigeria is very high. 

Most of the workers are unskilled and they make use of outdated capital 

equipments and methods of production. By implication, their marginal 

productivity is extremely low and this leads to low real income low savings, 

low investment and consequently low rate of capital formation. It was 

indicated on the document that adult literacy rate of at least 65% would be 

attained by 2008. Therefore the strategy aimed at empowering the citizenry 

to acquire the skills and knowledge that would prepare them for the vast 

challenges. Overtime, the following issues relating to the concept have 

remained unresolved: Uneven distribution of skilled manpower, 

Misemployment of human capital in Nigeria, Poor reward system retarding 

the acquisition and development of human capital.  

 

Poor financial resources to the educational sector have been a major 

problem in the Nigeria educational system. The Federal Ministry of 

Education (2003) agreed that 1978-1999 period was an ill period for Nigeria 

education system due to instability and financial inadequacies which 

resulted to largely general economic downturn of the 1980s. Federal 

Government expenditure on education has been below 10 percent of the 
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overall expenditure, 70 percent of its expenditure goes to recurrent 

activities. The above expenditure figure is below UNESCO 

recommendation of 29 percent of national expenditure which should be 

devoted to education. There has been huge increase in the number of 

student intake at all levels of education- primary, secondary and tertiary. 

However, actual expenditure level falls short of the budgetary allocation, 

Greg and Agboro (2014). 

 

In spite of all the abundant resources the Nation has been endowed with, 

Nigeria has failed to realize her full development potential in terms of 

sustainable human capital development or people oriented development 

like many other prosperous economies of the world that have adopted a 

similar strategy to boost their economic growth (Ogunleye, Owolabi, 

SanyaoluandLawal2017). A large percentage of Nigeria’s population 

estimated to be over 182.2 Million according to World Bank, (2016) remain 

at rather low levels of literacy and often with insufficient access to 

education and health care. In Nigeria, there is inadequate funding in 

manpower training and inadequacy of research and development. 

 

From the issues raised above, the following research questions were useful 

for the study: is there any relationship between Primary School Enrolment 

as a determinant of human capital development and economic growth in 

Nigeria? What is the effect of secondary school enrolment as a determinant 

of human capital development on economic growth in Nigeria? Will there 

be any link between life expectancy rate as a determinant of human capital 

development on economic growth in Nigeria? What is the impact of 

education of the labour force on economic growth in Nigeria? and What is 

the impact of health of the labour force on economic growth in Nigeria? 

 

The study intends to examine the impact of education expenditure, human 

capital development on economic growth in Nigeria. Specifically, the study 

seeks to: establish a relationship between Primary School Enrolment as a 
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determinant of human capital development and economic growth in 

Nigeria; investigate the effect of secondary school enrolment as a 

determinant of human capital development on economic growth in 

Nigeria; establish a link between life expectancy rate as a determinant of 

human capital development on economic growth in Nigeria, evaluate the 

impact of education of the labour force on economic growth in Nigeria and 

find out the impact of health of the labour force on economic growth in 

Nigeria.   

 

Past studies have attempted to investigate the impact of education 

expenditure and human capital on economic growth and this has attracted 

the interest of researchers across the world. For instance, Adebiyi and 

Oladele (2005) empirically investigated the relationship between public 

education expenditure and defence spending in Nigeria. The study 

employed the error correction mechanism and the vector autoregressive 

(VAR) models and found a negative tradeoff between defence spending 

and public education expenditure. Analysis of the impulse response 

functions derived from the VAR model reveals that past public education 

expenditure shocks has a positive but declining relationship with current 

public education expenditure in the first two years after which it turns 

negative. Bakare (2006) investigated the growth implications of human 

capital investment in Nigeria using the vector autoregressive error 

corrections mechanism. The study revealed that there is a significant 

functional and institutional relationship between the investments in human 

capital and economic growth in Nigeria. 

 

Omojomite (2010) examines the notion that formal education accelerates 

economic growth using Nigerian data for the period of 1980-2005. Time 

series econometrics (co-integration and Granger Causality Test) are applied 

to test the hypothesis of a growth strategy led by improvements in the 

education sector. The results show that there is co-integration between 

public expenditures on education, primary school enrolment and economic 



South-South Journal of Humanities and international Studies                      Vol.3 No.2 June, 2020 
 

Education Expenditure, Human Capital Development and Economic Growth…   332 

growth. The tests revealed that public expenditures on education Granger 

cause economic growth but the reverse is not the case. The tests also 

revealed that there is bi-directional causality between public recurrent 

expenditures on education and economic growth. No causal relationship 

was established between capital expenditure on education and growth, and 

primary school enrolment and economic growth.  

 

Similarly, Bakare and Sanmi (2011) in studying health care expenditure and 

economic growth in Nigeria using time series data from 1974-2008 and 

ordinary least square multiple regression method found significant and 

positive relationship between health care expenditures and economic 

growth.  Adelakun (2011) examined human capital development and the 

economic growth in Nigeria from 1999 to 2015.  The study described human 

capital as an important factor used in converting all resources to mankind’s 

use and benefit. The study evaluates human capital development and 

economic growth in Nigeria by adopting conceptual analytical framework 

as well as employing ordinary least square (OLS) to analyze relationship 

between human capital development and economic growth. Findings 

revealed that there is strong relationship between human capital 

development and economic growth in Nigeria.   

 

Odeleye (2012) examines the impact of education on economic growth 

using primary and secondary annual data ranging from 1985 to 2007. The 

findings show that only recurrent expenditure has significant effects on 

economic growth as the academic qualifications of teachers also have 

significant impact on students’ academic performance.  Chude and Chude 

(2013) investigate the effects of public expenditure in education on 

economic growth in Nigeria over a period, from 1977 to 2012, with 

particular focus on disaggregated and sectoral expenditures analysis. The 

study used Ex-post facto research design and applied time series 

econometrics technique (Error Correction Model) to examine the long and 

short run effects of public expenditure on economic growth in Nigeria.  The 
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results indicate that total expenditure on education is high, statistically 

significant and have positive relationship on economic growth in the long 

run in Nigeria. The study concluded that economic growth is clearly 

impacted by factors both exogenous and endogenous to the public 

expenditure in Nigeria.   

 

Jaiyeoba (2015) also investigated the relationship between investment in 

education and health in Nigeria, using time series data from 1982 to 2011. 

The study employed the Johansen co integration and ordinary least square 

technique. Empirical findings however indicated that there is a long-run 

relationship between government expenditure on education, health and 

economic growth. The variables: health and education expenditure, 

secondary and tertiary enrolment rate and gross fixed capital formation 

appear with the expected positive signs and are statistically significant 

(except government expenditure on education and primary enrolment 

rate).  

 

Sunde (2017) estimated for Mauritius the relationship between education 

expenditure and economic growth from 1976 to 2016. Basing on an ARDL 

bounds testing approach and Granger causality test, the study established 

a unidirectional short term causality running from education expenditure 

to economic growth for the aforementioned period. Moreover, a long run 

relationship was found between the two variables, leading to the 

conclusion that an increase in either of the variables could lead to an 

increase in the other variable. 

 

Matthew,(2017). This study explores the relative impact of human capital 

formation on economic growth in Nigeria from 1981 to 2014 using time 

series data of thirty four (34) years. The study used the ARDL bound 

estimation techniques to examine the existence of long run and short run 

dynamic relationship between human capital formation and economic 

growth in Nigeria. The   results showed that a long run dynamic 
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relationship exists between human capital formation and economic growth 

in Nigeria. Ogundari and Awokuse (2018) analyzed the impact of human 

capital on economic growth in Sub-Saharan Africa (SSA). They considered 

human capital and health as a measure of human capital. The results of 

system GMM indicated positive impact of both health and education on 

economic growth, and the impact of health was relatively larger than 

education. 

 

Jeffrey, (2018) investigated the relationship between education expenditure 

and economic growth for Côte d’Ivoire for the period from 1970 to 2015. 

The study provides evidence of the existence of a negative and significant 

long term effect of government education expenditure on economic growth 

for the aforementioned period. Moreover, there is a non-significant positive 

effect of government education expenditure on economic growth in the 

short term. The results showed a unidirectional causality relationship 

between the two variables, running from education expenditure to 

economic growth. Karambakuwa, Ncwadi, and Phiri, (2019) examined the 

impact of human capital on economic growth for a selected sample of 9 SSA 

countries between 1980 and 2016 using a panel econometric approach. 

Interestingly, their empirical analysis showed an insignificant effect of 

human capital on economic growth for our selected sample. These findings 

remain unchanged even after adding interactive terms to human capital 

which are representative of government spending as well as foreign direct 

investment. Nevertheless, they establish a positive and significant effect of 

the interactive term between urbanization and human capital on economic 

growth. 

 

AmtulandAnila (2019) examined the impact of human capital (HK) on 

economic growth in Pakistan. The relation among variables is checked 

through Autoregressive Regressive Distributed Lag Model and Error 

correction model. The estimation results expressed a significant association 

among the variables.  Finally, Ruhmaand Imran (2019) investigated the 
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Impact of Human Capital on Employment and Economic Growth in 

Developing Countries. The fixed effect and random effect models were 

used. The empirical results show that human capital variables (life 

expectancy and education expenditures) are found significant and hence 

contribute as an engine of growth and employment opportunities in 

developing countries. 

 

Several studies have made attempt to investigate the nexus between 

education expenditure, human capital development and economic growth. 

Most of these studies were conducted in environment different from 

Nigeria with a few from Nigeria. Most studies on the relationship between 

education expenditure and human capital development on economic 

growth made use of data period below 2018, hence, a more recent study 

which covers research period up to 2018 is considered to produce more 

reliable outcome on the nexus among education expenditure, human 

capital development and economic growth in Nigeria.     

 

Materials and Methods 

Model Specification  

Following the work of Adelakun (2011) with some modifications, the model 

for the study is specified thus:  

 

RGDP = f (TGVTEE, TGVTEH, SCSE, PRYSE, LEXP)  

Explicitly; 

RGDPt= β0 + β1TGVTEEt + β2TGVTEHt+ β3SCSEt+ β4PRYSEt+ β5LEXPt + µ   

Where, GDP = Gross Domestic Product 

TGVTEE  = Total Government Education Expenditure  

TGVTEH  = Total Government Health Expenditure  

SCSE   = Secondary School Enrolment 

PRYSE  = Primary School Enrolment 

LEXP   = Life Expectancy Rate 

µ = Disturbance Term  
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β0= Intercept β1 – β5 = Parameters to be Estimated 
 

A priori Expectation 

It is expected that; β0, > 0, β1> 0, β2> 0, β3> 0, β4> 0 and β5> 0 

Estimation Technique 

The methods of estimation employed for this study are based on 

Autoregressive Distributed Lag (ARDL) approach to cointegration and 

Granger causality test. The study analyzes time series properties of the 

research variables using the Augmented Dickey Fuller (ADF). The 

advantage of the ARDL method is that, it can be applied whether the 

independent variables are stationary at I (0) or I (1). The dependent variable 

must be stationary at I (1). To test for both the short run and long run 

causality among research variables in this study, error correction model 

(ECM) technique was employed. 
 

Types and Sources of Data 

Annual time series data covering 1981-2018 are required to estimate the 

specified model. The information were collected mainly from secondary 

sources- central bank of Nigeria (CBN) publication, and National Bureau of 

Statistics journals as well as index mundi website. 
 

Results and Discussion 

Unit Root Tests 

Table1: Unit Root Test Results  

Variable  ADF    Test 

Statistic  

95% Critical 

ADF Value  

Order of 

Integration  

Remark  

RGDP 6.493**  3.544 I (0)  Stationary  

D(TGVTEE) 3.758** 3.587 I(1) Stationary  

D(TGVTEH) 4.039** 3.557 I(1) Stationary  

D(SCSE) 5.326**  3.540 I (1)  Stationary  

D(PRYSE) 3.791**  3.540 I (1)  Stationary  

D(LEXP) 4.153**  3.544 I (1)  Stationary  

    Source: Authors’ Computation, 2019. 
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    Note: ** = 5 percent significance.  

From table 1, the ADF test statistic  for each of the variables are greater than 

the respective critical values. Thus, we accept the hypothesis of unit roots 

in each of the time series. In our final evaluation all the variables became 

stationary after first difference except the dependent variable (RGDP) that 

became stationary at level. Hence, they are integrated of order I (1) and I(0).  

Once all the series are non-stationary in the same order one can estimate an 

econometric model only if they are co-integrated. Thus co-integration tests 

can be applied for all variables.  

 

Table 2: Co-Integration Test 

Hypothesi

zed 

 Trace 0.05  

No. of 

CE(s) 

Eigenvalue Statistic Critical Value Prob.** 

None *  0.907449  232.8251  95.75366  0.0000 

At most 1 *  0.883402  147.1453  69.81889  0.0000 

At most 2 *  0.591939  69.78043  47.85613  0.0001 

At most 3 *  0.497357  37.51222  29.79707  0.0053 

At most 4  0.278102  12.74870  15.49471  0.1244 

At most 5  0.027864  1.017339  3.841466  0.3132 

Trace test indicates 4 cointegratingeqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 

The result of the Johansen co-integration test shows that the trace statistics 

indicate four (4) co-integrating equation. This indicates that there is a long 

run relationship among the variables of interest, hence the variables have 

high tendency to converge to long-run equilibrium level. Since the ADF test 

value for the residual is greater than the critical value, it is said to be 

stationary. Thus, the time series are co-integrated, implying that a long-run 

stable relationship exists among the variables used in this study. This 
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means that any short run deviation in their relationships would return to 

equilibrium in the long-run. 

Table 3:(ARDL) Bound Test Result ARDL (1, 0, 4, 0, 2, 3) 

Significance  Lower Class 

Bound.   

Upper-Class 

Bound  

F-statistics  Decision  

10% 2.08 3  8.160130 Long-run   

5% 2.39 3.38  8.160130 Long-run  

2.5% 2.7 3.73  8.160130 Long-run  

1% 3.06 4.15  8.160130 Long-run  

Source: Author’s Computation, 2020  

 

Based on the outcome of the unit root test, this study estimated the ARDL 

to test for the existence of a long-run relationship among the series. Table 3 

shows the ARDL result using Real Gross Domestic Product (RGDP) as the 

dependent variable, it is depicted that long-run relationship exists since the 

F-statistics is greater than the upper-class boundary at levels 10, 5, 2.5 and 

1 significant level.  

 

Table 4: ARDL Long-Run Relationship Result 

Variable Coefficie

nt 

Std. Error t-Statistic Prob.*   

RGDP(-1) 0.948568 0.106797 8.881992 0.0000 

LEXP 12.04744 4277.789 2.816278 0.0137 

LEXP(-1) -7763.466 4741.997 -1.637172 0.1239 

PRYSE 24.54858 46.36695 0.529441 0.6048 

PRYSE(-1) -15.99083 46.19683 -0.346146 0.7344 

PRYSE(-2) -16.99393 53.30472 -0.318807 0.7546 

PRYSE(-3) 78.85934 39.03814 2.020059 0.0629 

SCSE -67.38222 27.30766 -2.467521 0.0271 

SCSE(-1) -39.79778 36.14937 -1.100926 0.2895 

SCSE(-2) -52.03448 38.26950 -1.359685 0.1954 
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SCSE(-3) 19.13615 41.49896 0.461124 0.6518 

SCSE(-4) 105.3912 57.50707 1.832665 0.0882 

TGVTEE 0.188880 18.39078 0.010270 0.9919 

TGVTEE(-1) 6.034736 9.751599 0.618846 0.5460 

TGVTEE(-2) 18.01692 10.66622 1.689157 0.1133 

TGVTEE(-3) -18.96601 10.98411 -1.726677 0.1062 

TGVTEH -38.27688 26.27747 -1.456642 0.1673 

TGVTEH(-1) -46.05818 16.23811 -2.836425 0.0132 

TGVTEH(-2) -39.92930 24.75706 -1.612845 0.1291 

C -200323.3 86923.13 -2.304602 0.0370 

R-squared 0.999417   

Adjusted R-squared 0.998625     Durbin-Watson stat 2.358065 

F-statistic 1262.111   

Prob(F-statistic) 0.000000    

Source: Author’s Computation, 2020  

 

Table 4 presents the long-run relationship using RGDP as the dependent 

variable. The Durbin-Watson statistics value is 2 which means that no 

autocorrelation problem in the model. The F-statistics measure the joint 

significance of the variables. The calculated F-statistics value is 1262.111 

with the probability value of 0.000000; this indicates that the independent 

variables jointly explained the dependent variable at a 5% significance level. 

The R-squared measures the determination of coefficient, measuring the fit 

of the model. The value of the R-squared is 0.999417, this shows that about 

99% variation in the dependent variable is been explained by the variations 

in the independent variables. Hence, there is a good fit in the model. 

Likewise, the adjusted R squared measure the goodness of fit with putting 

the degree of freedom into consideration. The value is 0.998625, showing 

that the model has a good fit at 99%. 
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The long run estimation coefficient of total government expenditure on 

education (TGVTEE) having positive (0.188880) relationship with economic 

growth in Nigeria and its t-value is (0.010270) with the p.value of 0.9919 is 

statistically insignificant at 5% level. This implies that TGVTEE 

theoretically affects economic growth positively by moving the GDP to the 

next level in the long run but statistically TGVTEE is not significant in the 

long-run. Therefore, estimated from the results showed that, 1% increase in 

(TGVTEE), on the average, will lead to 18.8% increase in (RGDP) through 

education outcome in Nigerian economy in the long run. 

 

The statistical findings showed that the quality of health expenditure in 

Nigeria does not contribute significantly to economic growth. The long run 

regression coefficient of government expenditure on health (TGVTEH) 

carries negative sign of -38.27688 and its p-value 0.1673 which is more than 

0.05% level of significance meaning that the coefficient is insignificant, and 

this implies that theoretically and statistically, the health expenditure is 

insignificant to promote growth output in Nigeria. This result negates the a 

priori expectation of a positive relationship between health expenditure 

and economic growth that should exist in Nigeria. In this case, Expenditure 

on health has a negative effect on output growth thereby reducing 

economic growth by 38.27%. This is due to the fact that, although 

government undertakes capital projects like health care expenditure, they 

do not provide sufficient finance for the maintenance of these projects. It 

therefore follows that if government can intensify its commitment to 

education and health, greater economic growth will be achieved thereby 

promote economic growth during the aforementioned period.  

 

The finding of the study showed that there is negative relationship between 

secondary education enrolment (SCSE) and the output growth in Nigeria. 

The value of SCSE coefficient being 67.38222 and its p-value of 0.0271 which 

is less than 0.05% level of significance meaning that the coefficient at the 

statistical level is highly significant in the long run, confirming this result is 
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value of t-statistics showing 2.467 which is greater than table value of 2.042 

and this implies that a unit increase in secondary school enrolment in 

Nigeria is likely to promote economic growth in the long run in Nigeria. 

Theoretically, the coefficient of SCSE is not significant and this is not in line 

with the a priori expectation, the expectation was that positive relationship 

should exist between the secondary school enrolment and economic growth 

in Nigeria. In this case, SCSE have no significant positive impact on output 

growth in Nigeria in the long run in the period under review. Most students 

leave before the completion of their secondary schooling. Those who 

completed their education fail to get proper jobs according to their ability. 

Growing Joblessness among the educated people is also the reason for 

negative relation with GDP as they are not participating in economic 

activity hence they are not proving helpful to enhance the productivity of 

 

The primary school enrolment (PRYSE) variable coefficient bears a positive 

sign. This   conforms with the apriori expectation. This implies that there is 

a direct relationship between primary school enrolment variable and real 

gross domestic product in Nigeria during the period of study. The value of 

the coefficient of PRYSE is 24.54858. This implies that one percent increase 

in primary school enrolment leads to 24.5% increase in real gross domestic 

product. This finding indicates that primary school enrolment do have a 

positive effect on Nigeria economic growth. This variable is not statically 

significant at 0.05 levels. This finding is a pointer to the fact that the 

Nigerian populace are characterized by poverty and low level of education 

which reduce human capacity utilization which will lead to reduction in 

economic growth in the long run.   

 

The life expectancy rate (LEXP) variable coefficient bears a positive sign. 

This conforms  to the apriori expectation. This implies that there is a direct 

relationship between life expectancy rate variable and real gross domestic 

product in Nigeria during the review period. The value of the coefficient of 

LEXP is 12.04744. This implies that one percent increase in life expectancy 
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rate will lead to 12.04% increase in real gross domestic product. This finding 

indicates that life expectancy rate do have a positive effect on Nigeria 

economic growth. This variable is both theoretical and statistically 

significant at 0.05 levels. 

 

Table 5: ARDL Short-run Relationship Result 

Variable Coefficient Std. Error t-

Statistic 

Prob.    

D(LEXP) 12.04744 879.6547 13.69565 0.0000 

D(PRYSE) 24.54858 19.52539 1.257265 0.2292 

D(PRYSE(-1)) -61.86542 20.95616 -2.952136 0.0105 

D(PRYSE(-2)) -78.85934 24.20367 -3.258156 0.0057 

D(SCSE) -67.38222 18.10738 -3.721257 0.0023 

D(SCSE(-1)) -72.49287 18.67081 -3.882686 0.0017 

D(SCSE(-2)) -124.5274 18.49068 -6.734602 0.0000 

D(SCSE(-3)) -105.3912 21.78696 -4.837352 0.0003 

D(TGVTEE) 0.188880 5.261253 0.035900 0.9719 

D(TGVTEE(-1)) 0.949084 4.307664 0.220325 0.8288 

D(TGVTEE(-2)) 18.96601 4.058044 4.673681 0.0004 

D(TGVTEH) -38.27688 8.255361 -4.636609 0.0004 

D(TGVTEH(-1)) 39.92930 7.508298 5.318023 0.0001 

CointEq(-1)* -0.051432 0.005694 -9.033344 0.0000 

R-squared 0.893165   

Adjusted R-squared 0.823722 Durbin-Watson stat 2.358065 

Source: Author’s Computation, 2020.  

 

Table 5, showed the results of the short-run relationship between 

government expenditure on education and economic growth in Nigeria. To 

investigate the existence of a short relationship among the variables of 

interest, restricted error correction model regressions was estimated. The 

most important thing in ECM (CointEq(-1)*) model is the sign and 

significance status of the error term. It measures the speed by which the 

short term deviations in the model can converge back to, or diverge from 
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its long run equilibrium. In this case, it is negative and highly significant 

implying that any short term distortions in the model could be corrected; 

and the short term deviations could converge towards the long run 

equilibrium at the annual speed rate of -0.051432.  

 

The equilibrium adjustment level reported that about 14% of 

disequilibrium will be adjusted periodically. It revealed that the model will 

revert to its equilibrium path whenever shocks occur. The coefficient of 

error term is 5.14% indicating that Nigeria gross domestic product corrects 

its disequilibrium at a speed of 5.1% yearly. The error correction term is 

significant at 0.05% level since the p-value is less than 0.05%, it thus means 

that our short run is given validity that Nigeria economic growth have a 

long run relationship with the education and health expenditure as a 

measure of human capital development by the government. We can accept 

this model because the value of R2 is smaller (89%) than the value of Durbin-

Watson statistic (2) which means that the model is not a spurious model 

hence can be accepted. 

 

Discussion of Findings  

The above empirical results showed that the long run estimation coefficient 

of total government expenditure on education (TGVTEE) having positive 

relationship with economic growth in Nigeria. Therefore, estimation from 

the result showed that 1% increase in (TGVTEE), on the average, will lead 

to 18.8% increase in (RGDP) through education outcome in Nigerian 

economy in the long run. The outcome of this study negates the findings of 

Jeffrey, (2018) who investigated the relationship between education 

expenditure and economic growth for Côte d’Ivoire for the period from 

1970 to 2015, using the Pesaran, Shin and Smith (2001) bounds testing 

approach and causality test. The study provides evidence of the existence 

of a negative and significant long term effect of government education 

expenditure on economic growth for the aforementioned period. 
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The statistical findings showed that the quality of health expenditure in 

Nigeria does not contribute significantly to economic growth. The long run 

regression coefficient of government expenditure on health as a measure of 

human capital development have negative relationship with economic 

growth in Nigeria in the long run and statistically insignificant which this 

implies that theoretically and statistically, the health expenditure is 

insignificant to promote growth output in Nigeria. This result negates the a 

priori expectation of a positive relationship between health expenditure 

and economic growth that should exist in Nigeria. In this case, this study 

also negates the work of Olure-Bank, and Usman, (2018) which affirmed 

that time series properties has significant and positive relationship between 

health expenditures and economic growth in Nigeria. 

 

In a different view, the findings of this study corroborate the outcome of 

Mallick et al. (2016) who focused on 14 Asian countries and searched for the 

effect of education expenditure on economic growth during the period 

1973-2012. The study obtained a long term relationship between education 

expenditure and economic growth. The results provided evidence of a 

positive and significant effect of education expenditure on economic 

growth in Nigeria in the long run.  

 

The finding of the study showed that there is negative relationship between 

secondary education enrolment (SCSE) and the output growth in Nigeria. 

Theoretically, the coefficient of SCSE is not significant and this is not in line 

with the a priori expectation, the expectation was that positive relationship 

should exist between the secondary school enrolment and economic growth 

in Nigeria. In this case, SCSE have no significant positive impact on output 

growth in Nigeria in the long run in the period under review. This finding 

negates the outcome of Siddiqui andRehman (2017) who tested the human 

capital-growth nexus in selected Asian countries. The study found that 

secondary education was more prominent in fluctuations of economic 

growth in East Asia countries. This negative relationship between 
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secondary school education, as an indicator of human capital development 

with economic growth in Nigeria could be justified by the fact that it may 

take time before better education can translate into higher productivity 

because graduates of senior secondary schools have to go through one or 

more education cycles. 

 

The primary school enrolment (PRYSE) variable coefficient bears a positive 

sign. This is conform to the apriori expectation. This implies that there is a 

direct relationship between primary school enrolment variable and real 

gross domestic product in Nigeria during the period of study. This finding 

indicates that primary school enrolment has positive effect on Nigeria 

economic growth. This variable is not statically significant at 0.05 levels. 

This finding corroborates the work of Siddiqui and Rehman (2017). The 

study found that primary education was prominent in fluctuations of 

economic growth in East Asia, while vocational and tertiary education had 

a positive impact on economic growth in South Asia countries.  

 

The life expectancy rate (LEXP) variable coefficient bears a positive sign. 

This conforms to the apriori expectation. This implies that there is a direct 

relationship between life expectancy rate variable and real gross domestic 

product in Nigeria during the review period. The outcome of this study is 

in line with the Economic Growth findings of Ruhmaand Imran (2019) who 

investigated on the Impact of Human Capital on Employment in 

Developing Countries. Since Human Capital plays a vital role in increasing 

GDP growth and creating more employment opportunities. 

 

In a similar outcome, the findings from this study also supports the work 

of Md-Niaz, Mohammed, Nezum and Shamim, (2018) where the study 

holds  that, human capital is an integral part of any country’s development 

and economic growth has human capital as an important factor. They 

therefore, empirically evaluated the relevance of human capital 

development on the growth of the economy showing the relationship that 
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exists between them. Life expectancy is found to be most important variable 

in their model as it has large impact on economic growth in Bangladesh.  

 

Conclusion and Policy Recommendations 

It is evident from the above analysis that all the independent variables 

employed are a veritable tool in enhancing economic growth in Nigeria. The 

study holds that without human capital development, sustainable economic 

growth may not be achieved as reflected in the coefficient value of education 

expenditure, primary school enrolment and life expectancy rate.  In 

conclusion, negative impact of secondary school enrolment could be 

justified by the fact that it may take time before better education can 

translate into higher productivity because graduates of senior secondary 

schools have to go through one or more education cycles. But some variable 

like health expenditure and secondary school enrollment coefficient sign are 

not expected to show negative signs in the study. It is important to note that 

although the primary school enrolments, life expectancy, government 

expenditure education was significantly related to economic growth in 

Nigeria, yet our economic growth is not stable hence, education and health 

sectors should be looked into, and urgent attention should be accorded to 

these sectors accordingly.  

 

Based on the findings and conclusion, the study recommended that Federal 

government in order to achieve economic growth should inter-alia; increase 

not just the amount of expenditure made on the education sector, but also 

the percentage of its total expenditure accorded to the sector; the study 

recommends that in order to accelerate growth and liberate Nigerians from 

the vicious cycle of poverty, the government should put in place policies 

geared towards massive investment in the education; Since good health and 

longer live boost the economic growth, federal government should make 

provision for the improvement of personnel development in the health care 

sector and ensuring adequate distribution of health facilities in Nigeria; 

efforts must be made to allocate more funds to government expenditure on 
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health in order to improve the quality of life; the material well-being and life 

expectancy of the people for  higher productivity of labour force, the 

government should invest more in health care sector and finally, 

government should intensify more efforts at increasing primary school 

enrolment through the free compulsory Universal Basic Education in 

Nigeria. 
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