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Abstract 

The study attempts to determine if the unabating calls for increased funding of the 

education sector and other capacity building agencies are all that is required to maximize 

the impact of human capital development on economic growth in Nigeria. Using OLS 

technique to analyse the time series data that spans from 1980-2015, human capital was 

quantified as total number of the country's labour force and also disaggregated into 

capacities from primary, secondary and tertiary levels of education, in an effort to  capture 

both quality and quantity of human capital in the economy. The result shows that there 

exists a positive relationship between labour, government expenditure on education, 

government expenditure on health, and economic growth in Nigeria, while enro lment into 

various levels of educational institutions (Primary, Post-Primary and Tertiary) is negatively 

related to economic growth in Nigeria. The study recommends improved funding of the 

education sector at all levels alongside increment in remuneration packages of teachers 

and raising of qualifications required for employment in the sector. Furthermore, 
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requirements for promotions of staff should take cognizance of performance of students in 

deciding final outcome, while school curricula should be reviewed such that it enables 

graduates to be more self-reliant. 
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INTRODUCTION 

Until recently the concept of ―human capital‖ has not always been popular in the study of 

economics, economists in the past have always considered investments in physical capital 

(buying of improved machinery to increase production or buying of new buildings or properties 

by firms) as an essential part of running businesses; but have lately shifted emphasis to human 

capital investments. Human capital constitutes the ultimate basis for wealth of nations; capital 

and natural resources are passive factors of production, however, human beings are the active 

agents who accumulate capital, exploit natural resources, build social, economic and political 

organizations and propagate national development. Clearly, a country that is unable to develop 

the skills and knowledge of its people and utilizes them effectively in national economic 

development is likely to find developing anything else challenging. Human capital is often used 

interchangeably with ―manpower‖, it refers to the totality of the energies, skills, knowledge and 

expertise available in a country (Diejomaoh, 1978).   

Several studies have evolved to analyse the channel through which human capital can 

affect economic growth, many of these works emphasize on the complimentary role of human 

and physical capital, noting how imbalance in these two stocks can affect economic growth. 

Modern growth theories emphasize the importance of knowledge and technology in the growth 

process; their postulations tend to have given leaders and policy makers in developing countries 

guide on the course that leads to economic rejuvenation. Thus, one would hope to see visible 

effort by governments in these climes to reposition their education sectors and other skill 

acquisition institutions, but is that the case? 

In an effort to increase the level of literacy, the Federal Government of Nigeria embarked 

on massive expansion of access to primary education, as primary education particularly 

happens to be the level of education wherein a child‘s capacity to read, write and inculcate are 

developed. In other words, it provides the platform for eradication of illiteracy, which is one of 

the strongest predictors of poverty (Dauda, 2010). The 1976 universal primary education (UPE) 

and the current universal basic education (UBE) programmes were aimed at making basic 

education accessible to all children of school age, irrespective of their social, economic, cultural 
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or geographical backgrounds. As one should expect, there has also been a corresponding 

expansion of secondary and tertiary education including teacher education in Nigeria.  

More so, in trying to raise the standard of education in Nigeria to meet the growth and 

development needs of the country, efforts are made to increase government expenditures on 

education, raise entry requirements into the various schools and the minimum qualifications for 

the teaching professions at all levels, including the professionalization of teaching and 

encouragement of the establishment of private schools at all levels. All these aim at developing 

human capital which is a prerequisite for sustainable economic growth and development. 

Human capital has been recognized globally as one major factor that is responsible for the 

wealth of nations.  

It is argued that government investment in education and health is key to sustainable 

growth, but is that truly what obtains in Nigeria? Chart 1.0 and 1.1 show the trends of Federal 

Government of Nigeria's total expenditure on education and health from 1970 to 2014. Chart 1.2 

shows Federal Government's allocation (since independence) to the education sector as a 

percentage of the total budget. Of the 54 years under consideration (1960 – 2014), 29 years 

had education budgetary allocations far below bench mark expected of a country in dare need 

of development. In each of these years the budgetary allocation for education was below 5% of 

the total yearly budget. The education sector allocations of between 0.53% – 1.93% for 1970 – 

1973, 1987, 1991 and 2011 could be described as alarming and do not show a clear sense of 

purpose.  

The largest allocation was 17.59% in 1997 which was 8 percentage fell below the 

UNESCO recommendation of 26% of the total annual budget of a given nation. The most 

challenging characteristic of these allocations is their haphazard nature. For instance, in 1960 

the allocation was 6.02% and in 1961 it was 6.15%, indicating a growth rate of 2.16%. If this 

growth rate were sustained, the county would have attained the UNESCO stipulated benchmark 

of 26% in 1988. But what we had was a decrease of 1.56% in 1962, that is an education 

expenditure to total expenditure of about 5.19% and a further decrease of 3.39% amounting to 

3.43% in 1963. Subsequent allocations were grossly unpredictable: 3.65% in 1964, 4.23% in 

1966, 0.69% in 1970, 11.44% in 1978, 3.70% in 1979, 1.09% in 1991, 17.59% in 1997, 1.83% in 

2003, 13.00% in 2008 and 1.69% in 2011, etc. It is unfortunate that on the average Nigeria 

spends less than six per cent (6%) of its annual budget (precisely 5.7241%) on education 

(Central Bank of Nigeria Statistical Bulletin, 2016). 
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Figure 1 EDUexp 1970-2014( N'Million) 

 

 

Figure 2 Health exp 1970-2014 ( N'Million) 

 

 

Figure 3 Allocation as percentage of Total budget (%) 1960-2014 
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The growing emphasis on human capital development in most countries around the world is an 

overt recognition of its importance in achieving improved economic growth and sustainable 

development. It is the avowed universal acknowledgement of the fact that physical capital alone 

is grossly inadequate for stimulating growth and development. Without renewable human capital 

a country‘s existing level of manpower would be grossly inadequate to harness the country‘s 

physical capital in an effort toward spurring economic rejuvenation. Human capital and physical 

capital are complementary, any imbalance between the two impacts negatively on growth. Thus, 

the importance of knowledge and technology in the growth process cannot be overestimated. 

UNESCO‘s benchmark allocation of 26 per cent of total annual budget to education was 

aimed at unleashing human capital potentials of countries and channelling it surgically toward 

enhanced economic growth using existing physical capital. Even though Nigeria's education 

budgetary allocation is yet to be in sync with the UNESCO stipulation, successive governments 

have taken positive steps toward increasing public expenditures on education. For over 55 

years after independence, Nigeria has invested massively on education. This has resulted in the 

rapid growth experienced in the education sector. There are over 36,000 primary schools, 8,275 

post-primary schools, and 80 universities besides polytechnics and colleges of education. 

Enrolments in primary, post-primary and tertiary institutions have swollen to 40 million recently 

(Federal Ministry of Education 2014; NBS 2015). 

In spite of the rising public expenditure on education and its positive impact on growth of 

schools and enrolment, Nigeria is still characterized by low quality of education, unemployable 

school products and unskilled labour force among other human capital challenges. This raises 

issues bordering on the extent of development of human capital in the country. Even more 

puzzling is the fact that despite the discernible low quality of education and high number of 

unskilled labour force, including the unemployable school products, Nigeria has grown to be the 

largest economy in Africa and the third fastest growing economy in the world before the fall in 

the price of oil in the international market in late 2015 (IMF, 2014). Undeniably, the Nigerian 

economy is oil driven hence, the growth of the Nigerian economy could be attributed solely to 

huge crude oil earnings. This makes it even more pressing to determine precisely the exact 

magnitude and direction of contribution of human capital development to economic growth in 

Nigeria.  

The study seeks to determine the relationship between economic growth and human 

capital development in Nigeria. It specifically tries to estimate the level of contribution of human 

capital to economic growth in Nigeria and the causal relationship between the duo variables. 

The study spans from 1980 to 2015; it is from the mid-eighties that the country's fortunes started 

dwindling, the surge in corruption perpetrated in high places took its toll on the standard of 
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education and the living standard of the citizenry at large. The study stands to furnish policy 

makers in Nigeria information on the importance of human capital development in nation 

building, and also avail them with information on the specific targets that would ultimately 

unleash the country's human capital potentials. 

 

LITERATURE REVIEW 

As the global economy shifts towards more knowledge based sectors, including ICT and 

technovations, human capital development becomes a central issue for policy makers and 

practitioners engaged in economic development process, both at the national and regional 

levels (OECD, 1996). Yet, the impact education and vocational training activities exert upon 

changing national and regional economies remains less than thoroughly explained and 

analysed. Since the introduction of human capital theory in the 1960s a number of studies have 

attempted to address this and other related issues. Human capital theory views schooling and 

training as investment in skills and competences (Schultz, 1960 and 1961). It is argued that 

based on national expectation of return on investment individuals make decisions on the 

education and training they receive as a way of augmenting their productivity. A similar strand of 

studies focuses on the interaction between the educational/ skills levels of the workforce and 

measurements of technological activities (Nelson and Phelps, 1966). According to this theory, a 

more educated/ skilled workforce makes it easier for a firm to adopt and implement new 

technologies, thus reinforcing returns on education and training. Empirical studies provide 

evidence supporting the aggregate effects of education and training. Contemporary discussions 

on human capital development and economic growth have been dominated by the theories 

below: 

The human capital theory shows how education leads to increase in productivity and 

efficiency of workers by increasing the level of their cognitive skills. Theodore, Schultz, Gory 

Bucker and Jacob Mincer introduced the notion that people invest in education so as to increase 

their stock of human capabilities which can be formed by combining innate abilities with 

investment in human beings (Babalola, 2000). Examples of such investments include 

expenditure on education, on- the- job training, health and nutrition. However, the stock of 

human capital increases in a period only when gross investment exceeds depreciation with the 

passage of time, with intense use or lack of use. The provision of education is seen as a 

productive investment in human capital, an investment which the proponents of human capital 

theory consider to be equally or even more equally worthwhile than in physical capital. Human 

capital theorists have established that basic literacy enhances the productivity of workers in low 

skill occupations. They further stated that human capital development that enhances logical and 
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analytical reasoning and provides technical and specialized knowledge increases the marginal 

productivity of workers in highly skilled profession and positions. Moreover, the greater the 

provision of schooling society, the greater the increase in national productivity and economic 

growth. 

Modernization theory focuses on how education transforms an individual‘s values, 

beliefs and behaviour. Exposure to modernization institutions such as schools, factories, and 

mass media inculcates modern values and attitudes. These attitudes include openness to new 

idea, willingness to plan and calculate further exigencies and growing sense of personal and 

social efficacy. According to modernization theorists, these normative and attitudinal changes 

continue throughout human life cycle, permanently altering an individual‘s relationship with the 

social structure. The greater the number of people exposed to modernization institutions the 

greater the level of individual modernity attained by the society. Once a critical segment of a 

population changes in this way, the pace of the society‘s modernization and economic 

development quickens. Thus, educational expansion through its effects on individual values and 

benefits sets in motion the necessary building blocks for a more productive workforce and a 

more sustained economic growth.   

The classical growth theory lays emphasis on the rate of investment as the key 

determinant of growth. Investment is a function of the profit‘s share in the national income 

(Anyanwu and Oaikhenan, 1995). So, the higher the overall level of profits, the higher the 

investment and hence the higher the growth of an economy. Classical economists like Adam 

Smith, David Ricardo and J.S. Mill were the proponents of the theory. In summary, the classical 

economists believed that if real GDP rose above the subsistence level of income it would cause 

the population to increase and bring real GDP back to subsistence level. Alternatively, if the real 

GDP fell below this subsistence level, part of the population would die off and real income would 

rise back to the subsistence level. However, the major defect of this theory is that it totally 

ignores the role of technical progress in growth process. It is the major defect that the neo-

classical theory seeks to address. 

The basic assumptions of the neoclassical/ exogenous growth model include: constant 

returns to scale, diminishing marginal productivity of capital, exogenously determined technical 

progress and substitutability between capital and labour. As a result, the model highlights the 

savings or investment ratio as important determinant of short-run economic growth. 

Technological progress, though important in the long-run is regarded as exogenous to the 

economic system and therefore is not adequately examined by the model. This model was 

developed by Robert Solow and Trevor Swan.  The theory shows that because of decreasing 

marginal returns in substituting physical capital for labour, the accumulation of capital alone 
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would not indefinitely support a steady rate of growth in labour productivity. It emphasizes that 

technological progress (called Solow‘s residual) plays dominant role in the growth process. 

Endogenous growth theory holds that economic growth is primarily the result of 

endogenous and not external forces. Endogenous growth theory holds that investment in 

human capital, innovation and knowledge are significant contributors to economic growth. The 

theory also focuses on positive externalities and spillover effects of a knowledge-based 

economy which will lead to economic development. The endogenous growth theory primarily 

stipulates that the long run growth rate of an economy depends on policy measures.  

Several studies, both in Nigeria and abroad have been carried out to examine the 

relevance or importance of human capital development in the achievement of economic growth. 

There seems to be a consensus from most of these studies that the development of human 

capital engenders economic growth. A review of some relevant empirical works is provided 

below: 

Adeyemi and Ogunsola (2016) examined the impact of human capital development on 

economic growth in Nigeria using time series data spanning from 1980 to 2012. Employing 

ARDL co-integration analysis the findings of the study revealed that there is positive long-run 

relationship among secondary school enrolment, public expenditure on education, life 

expectancy rate, and economic growth, but it is statistically insignificant. The results also 

showed that there is negative long-run relationship among primary school enrolment, tertiary 

school enrolment and public expenditure on health and economic growth. 

Jaiyeola (2015) examined the impact of human capital investment on economic growth 

in Nigeria using OLS and cointegration techniques. The result shows that secondary and tertiary 

institution enrolments are statistically and positively related to economic growth, while education 

expenditure and primary school enrolment have negative relationships with economic growth. 

Eigbiremolen and Anaduaka (2014) employed the augmented Solow human capital 

growth model to investigate the impact of human capital development on economic growth in 

Nigeria using quarterly time- series data from 1999-2012. Empirical results show that human 

capital development in line with the theory exhibits significant positive impact on output level.   

Pegkas (2014) examined the link between educational levels and economic growth, 

estimating the potential impact of the different educational levels on economic growth in Greece 

over the period 1960–2009. Co-integration and error-correction models were employed. The 

empirical analysis shows that secondary and higher education have a statistically significant 

positive impact on growth, while primary education contributed negatively to economic growth.   

Muhammad Abdul Wahab and Ahmed, (2013) investigated the relationship between 

human capital development and economic growth in Pakistan. The co-integration and error 
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correction techniques were used to estimate select time series data over the period of study. 

The results of the study revealed that expenditures on health have positive and statistically 

significant effects on economic growth in the short run, while expenditure on education has 

significant and long run positive impact. Also, primary school enrolment and secondary school 

enrolment have positive and negative impacts respectively in both the short-run and long-run.  

Mehrara and Musai (2013) investigated the causal relationship between education and 

GDP in 101 developing countries using panel unit root tests and panel cointegration analysis for 

the period 1970-2010. The results showed a strong causality from investment and economic 

growth to education in these countries. They also found out that education does not have any 

significant effects on GDP and investment in short- and long-run. According to the findings, it is 

higher economic growth that leads to higher education proxy, while the quality of the education 

declines as the number of enrolments rise. 

Adawo (2011) examined the contributions of primary education, secondary education 

and tertiary education to economic growth in Nigeria. These variables were proxied by school 

enrolments at various levels. Other variables include physical capital formation and health as 

measured by the total expenditure on health. In all, primary school input and health were found 

to contribute to growth.  Secondary school input and tertiary institutions were found to dampen 

growth.  

Oluwatobi and Ogunrinola (2011) examined the relationship between human capital 

development efforts of the Government and economic growth in Nigeria. They attempted to find 

out the impact of government recurrent and capital expenditures on education and health in 

Nigeria and their effect on economic growth. The data used for the study were from secondary 

sources while the augmented Solow model was also adopted. The result shows that there exists 

a positive relationship between government recurrent expenditure on human capital 

development and labour and the level of real output while capital expenditure is negatively 

related to the level of real output.  

Johnson (2011) evaluated the relationship between human capital development and 

economic growth in Nigeria by adopting conceptual analytical framework that employs 

theoretical and ordinary least square (OLS) techniques to analyze relationships. He used GDP 

as proxy for economic growth, total government expenditure on education and health and the 

enrolment pattern of tertiary, secondary and primary schools as proxy for human capital. The 

analysis confirmed that there is a strong positive relationship between human capital 

development and economic growth in Nigeria. 

 Dauda (2010) examined empirically the role of human capital in Nigeria‘s economic 

development. The paper employed a variety of analytical tools, including unit root tests, 
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cointegration tests and error correction mechanism (ECM). Empirical results indicated that there 

is indeed a long-run relationship between labour force and human capital formation, proxied by 

enrollment in educational institutions and economic growth in Nigeria. Findings in the study 

further showed that there is a feedback mechanism between human capital formation and 

economic growth in Nigeria.   

Sankay, Ismail and Shaari (2010) investigated the impact of human capital development 

on economic growth in Nigeria during the period 1970 to 2008. Johansen cointegration 

technique and vector error correction analysis were used to determine this relationship. Real 

gross domestic product (RGDP) was used as proxy for economic growth while real capital 

expenditure (RCE) on education, real recurrent expenditure (RRE) on education, total school 

enrolments (SCHE) and labour force (LF) were used to proxy human capital development. The 

result indicated that human capital development has significant impact on Nigeria's economic 

growth. 

Matthew (2008) carried out a study on the effect of human capital investment on 

economic growth in Nigeria using time Series data. He found out that there exists a positive and 

significant relationship between human capital investment and economic growth in Nigeria. Awe 

and Ajayi (2006) examined the relationship between human capital investment and economic 

growth in Nigeria over the period 1975-2005, using expenditures on education and health as 

proxies for human capital. Co-integration and error correction Mechanism (ECM) techniques 

were adopted in the study. The findings of the study revealed that there exists a bidirectional 

causality between human capital investment and economic growth in Nigeria. 

Ogujiuba and Adeniyi (2005) studied the relationship between economic growth and 

human capital development in Nigeria using annual data from 1970-2003. The variables 

employed in the study include real gross domestic product growth rate (RGDPG) as the 

dependent variable; education expenditure, enrolments and physical capital formation as the 

independent variables. The co-integration result showed that the variables have long term 

positive and significant relationships. 

Related works in the literature tend to have mixed views; while some of the studies are 

in consonance with the popular view that human capital development has impact on economic 

growth, some other studies are of a contrary view. There appears to be some discernible 

inconsistencies among the major findings of the related reviewed studies, particularly as regards 

the level of overall magnitude, significance and direction of causality between the various 

proxies for human capital development and economic growth. Also, there are few studies in the 

literature which have analysed human capital development in Nigeria beyond 2012. The 
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observed inconsistencies in the findings and the relatively old data set of these previous studies 

provide justification for the present study. 

 

RESEARCH METHODOLOGY 

Theoretical Framework  

The theoretical framework of this study is rooted in the endogenous growth theory. This theory 

proposes that the introduction of new accumulation factors such as investment in human capital, 

knowledge and innovation will induce self-maintained economic growth. Endogenous growth 

economists believe that improvements in productivity can be linked to a faster pace of 

innovation and extra investment in human capital. The basic assumption in this approach is that 

increase in workers‘ productivity through improved education and on-the-job training improves 

output. This supports the human capital theory which postulates that education and healthcare 

of workers ensure greater productivity (Olaniyan and Okemakinde, 2008).  

 

Model Specification 

This study will employ the augmented Solow human-capital-growth model adapted from the 

work of Oluwatobi and Ogunrinola (2011), though with little modification. The augmented Solow 

model is specified as: 

Y = AKα (hL)β    (1) 

Where; 

Y= Output level; K=Stock of physical capital; h=Level of human capital; 

 L= Labour, measured by number of workers; A=Level of total factor productivity;  

Α=Elasticity of capital input with respect to output; while β=Elasticity of labour input with respect 

to output. 

Econometrically, the model is specified as follows:  

Y = AKα (hL)β+ U                       (2) 

In order to standardize the variables, to enable the coefficients of the slopes to be interpreted as 

elasticities and reduce heteroscedasticity, the above model may be structurally stated in a log-

linear form as follows: 

log Y = α0 + α log K + β log hL + V      (3) 

Where; α0 = log A and V = log U 

In addition to the usual growth factors, that is labour and capital, other variables like 

Government expenditure on education (EEXP) and Government expenditure on health (HEXP) 

are incorporated to capture human capital development. K-stock of physical capital will be 
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ignored in the expanded model, since this study is focuses on human capital development and 

its effect on economic growth.   

The expanded model is thus stated as follows:  

log Y = α0 + α1 log EEXP + α2 log HEXP + β1 log h + β2log LB + V               (4) 

Output level (Y) is measured by growth rate of Real Gross Domestic Product (RGDP); proxy for 

human capital development (h) are: labour from various levels of education as measured by 

enrolments in various levels of educational institutions (labour from primary school level (PRI), 

labour from secondary school level (SEC) and labour from tertiary level (TET) institution),Total 

labour force (LB) and Government‘s expenditure on education and health care— EEXP and 

HEXP. The inclusion of LB in the model does not necessarily represent repetition, it tries to 

include labour participants with informal trainings but may not have had any form of formal 

education), 

Equation 4 is reproduced below to accommodate the components of h; 

log Y = α0 + α1 log EEXP + α2 log HEXP + α3 log PRI + α4 log SEC  

+ α5 log TET  +  α6 log LB + V                  (5) 

In order to capture the joint impact of education expenditure (EEXP) and health expenditure 

(HEXP) on output level, equation 4 is specified as follows in dynamic form and i is from zero to 

n: 

Log Yt = α0 + α1 log EEXPt-i + α2 log HEXPt-i + α3 log PRI t-i + α4log SEC t-i 

              + α5log TET t-i + α6log LBt-i + α7 (log EEXPt-i*log HEXPt-i) + V              (6) 

Basically, our major interest here is on the coefficients α1, α2 and α7. While α1&α2 capture the 

individual effects of education expenditure and health expenditure respectively on output level, 

α7 captures their joint effect on output level. 

Based on existing economic theories, the expected signs of the coefficients in our models are 

as follows: 

 

Table 1 Expected Signs of the Coefficients in the Proposed Models 

Independent Variable Expected sign of parameter(Apriori expectation) 

EEXP Positive (+) 

HEXP Positive (+) 

PRI Positive (+) 

SEC Positive (+) 

TET Positive (+) 

LB Positive (+) 
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A ‗+‘ sign indicates that the regressand and the regressor increase (or decrease) together. That 

is, they have a direct relationship. On the other hand, a ‗-‗ sign means that the regressand and 

the regressors do not increase (or decrease) together. In essence, they move in opposite/ 

different directions or have inverse/ indirect relationships.  

The study is a time series secondary data study, with the likelihood of having the 

challenge of non-stationarity and other associated problems of spurious correlation common 

with time series data. To address these common problems, the two stage procedure of Engle 

and Granger, involving co-integration theory and error correction mechanism (ECM) were 

explored. 

The process examined the time series characteristics of the selected variables, 

overcame the problems of spurious correlation and generated long run equilibrium relationship 

and the error correction term (ECT) used to correct short run deviation from the generated long 

run relationship. The series were tested for stationarity for the determination of their order/ level 

of integration and the possible existence of cointegration among the variables, including the 

error term which are the necessary conditions for the use of OLS; the Augmented Dickey Fuller 

(ADF) technique was used for the test. For confirmation purposes, Johansen multivariate 

cointegration test was used to determine the number of cointegration equations. 

While estimation technique adopted in the study was log linear multiple regression, using 

Ordinary Least Square (OLS) method through stepwise regression was in order to avoid 

multicollinearity of the explanatory variables. Relevant diagnostic tests, particularly White‘s 

heteroscadasticity, Durbin Watson and Breusch-Godfrey Serial Correlation LM, Jarque-Berra, 

etc, were carried out to detect the presence of problems of Ordinary Least Squares multiple 

regression techniques and address them through the appropriate processes. Particularly 

through relevant data transformation and treatment processes effective in sorting out 

heteroscadasticity, serial correlation and non-normality problems. 

The study covers the period, 1980 – 2015; it was in the 1980s that Nigeria‘s fortunes 

started dwindling. The government was unable to meet up with the prevailing high cost of 

governance due to crash in the price of oil in the international market after years of oil boom 

with wasteful spending. Efforts to ameliorate the situation led to borrowings, with the attendant 

conditions from the lending institutions the country was plunged into an unending circle of 

inefficiencies. All the data used in the research work are basically secondary and their sources 

include: The World Bank, Central Bank of Nigeria statistical bulletin (various editions) and 

various editions of National Bureau of Statistics (NBS) annual bulletin.  
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ANALYSIS AND FINDINGS  

After subjecting our data to regression analysis the results generated are as presented in 

Tables 2 and 3 below. In our growth model, having used growth rate of RGDP as proxy, we 

modelled it to include Government expenditure on education, Government expenditure on 

health, Labour, primary, post-primary and Tertiary Schools‘ enrolment.  

 

Table 2 The estimated long run elasticity using OLS (over parametised equation) 

                      Dependent Variable: RGDPG 

     
Variable Coefficient Std. Error t-Statistic Prob.   

     
     LEEXP 2.245065 0.655649 3.424186 0.0028 

LHEXP 2.981077 0.668681 4.458146 0.0003 

LLB 28.24178 3.105668 9.093625 0.0000 

LPRI -5.358657 3.452269 -1.552213 0.1371 

LSEC -0.657081 2.873172 -0.228695 0.8215 

LTET -0.488884 0.373793 -1.307902 0.2065 

C -367.1861 51.11781 -7.183134 0.0000 

     
     R-squared 0.902452     Mean dependent var 14.13388 

Adjusted R-squared 0.871647     S.D. dependent var 2.139532 

S.E. of regression 0.766517     Akaike info criterion 2.530885 

Sum squared resid 11.16342     Schwarz criterion 2.869603 

Log likelihood -25.90150     Hannan-Quinn criter. 2.628423 

F-statistic 29.29589     Durbin-Watson stat 2.100651 

Prob(F-statistic) 0.000000    

     
     

 

It could be deduced from the results that expenditure on education (EEXP), health expenditure 

(HEXP) and labour (LB) have positive and significant impact on economic growth both in the 

long run and short run. This result is in tandem with a priori expectation. Theoretically, we 

expect economic growth to increase as government spending increases. The economy also 

grows as labour (skilled, unskilled and semi-skilled) increases. The results indicate that one-unit 

increase in EEXP, HEXP and LB will cause output to grow by 2.25 units, 2.98 units and 28.24 

units respectively. 
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Table 3 Error Correction model 

Dependent Variable: RGDPG   

     
Variable Coefficient Std. Error t-Statistic Prob.   

     
     LEEXP 2.447544 0.758301 3.227668 0.0049 

LHEXP 3.123205 0.753853 4.142986 0.0007 

LLB 28.65823 3.336788 8.588567 0.0000 

LPRI -4.882821 3.764546 -1.297054 0.2119 

LSEC -1.809453 3.483994 -0.519362 0.6102 

LTET -0.494741 0.389492 -1.270219 0.2211 

ECT(-1) -0.088814 0.030842 -2.879645 0.0377 

C -365.2155 53.91127 -6.774382 0.0000 

     
     R-squared 0.903703     Mean dependent var 14.19113 

Adjusted R-squared 0.864051     S.D. dependent var 2.163229 

S.E. of regression 0.797611     Akaike info criterion 2.639945 

Sum squared resid 10.81511     Schwarz criterion 3.029986 

Log likelihood -24.99932     Hannan-Quinn criter. 2.748126 

F-statistic 22.79092     Durbin-Watson stat 2.083394 

Prob(F-statistic) 0.000000    

     
     

 

On the other hand, contrary to a priori expectation, school enrolment (proxy for labour from 

primary, post-primary and tertiary institution); PRI, SEC and TET have insignificant negative 

impact on economic growth, both in the short run and long run for the period under study. The 

Pair wise causality test result in table 4 below tends to support the result of the OLS analysis. It 

shows no causal relationship between the variables, which indicates that the size and quality of 

labour in Nigeria do not make visible contributions toward the country‘s economic growth and 

the other way round.  

This could be attributed to the fact that the demand for labour in Nigeria does not favour 

those with only primary school qualification. To be economically relevant, individuals consider it 

imperative to develop themselves further by enrolling in post primary institutions or embark on 

apprenticeship/ skill acquisition programs. Labour from the secondary school level persistently 

dampens growth, and the reason for this is not farfetched. This is could be attributed to the poor 

quality of secondary education prevalent in the society, more so, many secondary school 

graduates are yet to meet the increasing demand for a more skilled labour force, especially in 

private firms. For this reason, individuals tend to develop themselves further to meet the 
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increasing demand for a more skilled labour force hence, the likely reason for the insignificant 

impact of secondary education on economic growth both in the short-run and long-run.  

 

Table 4 Pair wise causality results 

Null hypothesis                                                                        Obs.            F-value          P-value 

 

 RGDPG does not Granger Cause LEEXP   34   0.02403 0.9763 

 LEEXP does not Granger Cause RGDPG   1.30384 0.2869 

 

 RGDPG does not Granger Cause LHEXP   34   0.23140  0.7949 

 LHEXP does not Granger Cause RGDPG   2.00410  0.1530 

 

 RGDPG does not Granger Cause LLB   24    0.94101  0.4077 

 LLB does not Granger Cause RGDPG    2.50296  0.1084 

 

 RGDPG does not Granger Cause LPRI  34  0.16684 0.8471 

 LPRI does not Granger Cause RGDPG  1.45553 0.2498 

 

 RGDPG does not Granger Cause LSEC   34    0.03374   0.9669 

 LSEC does not Granger Cause RGDPG    2.09469   0.1413 

 

 RGDPG does not Granger Cause LTET   34    0.02040    0.9798 

 LTET does not Granger Cause RGDPG    1.27150    0.2956 
 

  

There is gross inadequacy of learning facilities such as classrooms, well-equipped libraries, 

good laboratories in many secondary schools in the country, while teachers are not well paid to 

attract the best brains and engender efficiency. This shows that there have been some lapses in 

government‘s implementation of educational policies which has not encouraged contributions 

from the secondary school level to the growth of GDP. More disturbing is the fact that Tertiary 

education ―antagonizes‖ economic growth. Theories in the literature are of the view that higher 

education fosters growth but our findings suggest a contrary view. This also could be attributed 

to lapses in the tertiary education level, spurred by reasons which include but not limited to poor 

funding of tertiary institutions, acute shortage of competent man power and systemic corruption. 

Many graduates of Nigerian universities are not properly groomed (trained to meet the 

yearnings of a modern economy) to face the brave new world challenges of technological 

advancement and rapid changes as demanded by modernity. 
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CONCLUSION  

The study attempted to determine the impact of human capital development on economic 

growth in Nigeria using OLS technique to analyse the time series data that spans from 1980-

2015. Human capital was disaggregated into capacities from primary, secondary and tertiary 

levels of education and labour force, in an effort to capture both quality and quantity of human 

capital in the economy. The result shows that there exists a positive relationship between 

labour, government expenditure on education, government expenditure on health and economic 

growth in Nigeria, while enrolment into various levels of educational institutions (Primary, Post-

Primary and Tertiary) is negatively related to economic growth in Nigeria. Also, there is no 

cause and effect relationship between real GDP growth and each of the explanatory variables.  

Deductions made from this study show that human capital of primary school level, 

secondary school level and that of tertiary institution level dampen growth. It was also 

discovered that in the short-run and long-run labour (skilled, semi-skilled and unskilled), 

Government expenditure on education and health play very important roles in facilitating 

economic growth.  

From the findings of the study we have come up with the following recommendations: 

Government should overhaul the academic curricula of tertiary education in the country such 

that it aligns with modern realities of the economy, empowering students not just to be job 

seekers but also job creators. More importantly, entry requirements into tertiary institutions 

should be reviewed upward and exam malpractices should be reduced to the barest minimum.  

Government should partner with the private sector to invest in the real sectors of the 

economy, providing good paying and sustainable jobs. It is an expanding economy that allows 

for the creation of employment. Without jobs members of a country's labour force would not be 

able to contribute meaningfully to economic growth. Improvement in employment also 

encourages physical capital formation. 

The requirements for enrolments into all levels of education should be reviewed upward 

and made rigid such that only qualified candidates get admitted, especially at the secondary and 

tertiary levels. This will ensure the emergence of quality graduates that are employable. Also, 

there is need to improve the funding of the education sector with emphasis on teachers' 

remuneration.  
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