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Abstract

The paper examines the impact of human capital development on economic growth in Nigeria using data for the
period 1980-2012. Econometrics techniques such as Ordinary Least Squares Method and Johanson’s Co-
integration Test were used to examine the long-run relationship. Evidence from the study suggest that though a
long-run relationship exists between human capital and economic growth and the Nigerian human capital
development is significantly and positively related to economic growth based on the result. But the link between
the human capital development and the real sector of the economy remains very weak. This was due to the fact
that some human capital development determinants have negative impact on economic growth in Nigeria and
this implies that both the primary and secondary sub- sectors of education in Nigeria are yet to contribute
significantly to economic growth. This is sad considering the amount of resources that are being allocated to
these sub-sectors of education by the government and other stakeholders in Nigeria. Therefore, this calls for a
rethink of our educational agenda and the study also recommended that the educational system should be
restructured to meet the needs of the changing society in terms of high-level manpower that will propel the
economy to higher levels of productivity, income and rapid economic growth.
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I. INTRODUCTION

There is no doubt that the human capital development strategy is a more recent phenomenon in the history of
economic development. Economic development programme in the past especially from the 1950s through the
1970s and particularly in developing countries, have placed a heavy emphasis on, and striven for, rapid
economic growth with the conviction that economic growth is synonymous with economic development. With
such view dominating development thinking for quite a long time, the ultimate objective of development
improving the well-being of the people was in many aspects overlooked.

To a large extent, a human being and his capabilities were considered as merely a factor of production
of economic growth. Subsequently, the social aspects of development were inadequately taken into account, and
the responses were often limited to redistribution of some income supported by the public sector. Inequality and
poverty among some segments of the population were often considered as necessary costs for economic growth
and development.

In more recent times, however, it has been recognized that such a limited view of development did
more harm than good in the process of sustainable economic development. Hence a systematic and human
approach to development, which considers human capital development as the center of any meaningful economic
development programmme has evolved.

This new approach to development got credence from various Human Development Report (HDR)
published by the UNDP since 1990, which presents a profound and comprehensive analysis on the opportunities
and challenges facing human capital development, stimulating policy debate and offering policy
recommendations for both global and national actions. At the national level, the HDR encourages countries to
evolve a process of expanding choices and development capabilities of the people in all economic, social and
cultural activities for a wealthier, healthier, more knowledgeable and meaningful life.

In order words, the HDR sees human development strategy as a way of fulfilling the potentials of
people by enlarging their capabilities and this necessarily implies the empowerment of people, and enabling
them to participate actively in their own development. It is also a means through which the skills, knowledge,
productivity and inventiveness of people are enhanced.

The belief in this philosophy of human development strategy may have prompted the Federal
Government of Nigeria to declare in its guiding principles in the 1990-2003 economic policy that “the economy
exists for and belong to the people, and at all times the general well-being of all the people shall be the proper
measure of performance”[13]. It goes further to state in the same document that, “the strategy to be employed
shall be to empower Nigerians in both rural and urban areas to become more economically productive, with a
view to improving their quality of life. To avoid this mistake of the past, projects and measures to be
implemented will be people- oriented. The people concerned, as stakeholders will be fully involved in
determining the projects and will take ownership of the projects”[13].

It is now a generally accepted view that human capital plays a key role in the development of any
nation. In fact, the differences in the level of socio-economic development across nations are attributed not so
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much to natural resource endowment and the stock of physical capital but to the quality and quantity of human
capital.

Human capital development tends to improve the quality and productivity of labour which, in turn,
leads to economic growth. Besides acting as an important vehicle of achieving equitable income distribution,
human capital development is also a potent means of addressing the problem of poverty, in the words of [16].

Human capital constitutes the ultimate basis for the wealth of the nations. Capital and natural resources
are passive factors of production; human beings are the active agents who accumulate capital, exploit natural
resources, build social, economic and political organizations and carry forward national development [3].

Economists had long realized the importance of human capital development in the economic
development process. For instance, besides emphasizing the importance of education at various points in the
wealth of Nations, Adam Smith specifically includes the acquired and useful abilities of all the inhabitants or
members of the society in his concept of fixed capital. Alfred Marshall also emphasizes the importance of
education as a national investment and, in his view, “the most valuable of all capital is invested in the human
beings. In spite of this awareness, most early Economists stills regard physical’’ as the main component of a
country’s productive wealth; they still relegate natural and human resources to the background. It took the effort
of [31] and others to rediscover the importance of human capital which has led to a more recent effort to
incorporate investment in education into the mainstream of economic analysis [3].

In Nigeria, despite the resources to develop the human capital the economic is not seem to has received
the desire changes and growth, to this end this paper is to empirical examine the long-run relationship between
human capital development and economic growth in Nigeria, from 1980 to 2012 To this the paper is subdivided
into six sections which are: introduction, conceptual issues/theoretical Framework/empirical issues, methodology,
empirical results/interpretation/analysis, summary of major findings/policy option and conclusion.

II. CONCEPTUAL ISSUES, THEORETICAL FRAMEWORK AND EMPIRICAL ISSUES

A. Conceptual Issues

In its very general form, human capital refers to the aggregate stock of a nation’s population that can be drawn
upon for the present and future production and distribution of goods and services. It comprises of the essential
variable (that is knowledge, skill and attitude) available within unit of the nation’s human resources stock. [36],
describes human capital as the knowledge, skills, attitudes, physical and managerial effort required to manipulate
capital, technology, and land among other things, to produce goods and services for human consumption.

In other words human capital are the totality of human potentials (knowledge, skills, attitude, energy
and technology, inherent within a nation’s human resource stock and whose combined effort, if properly
developed and harnessed, would yield a high level of labour productivity. [6] Human capital development can
therefore be conceived “as the process of developing the skills, knowledge and the capabilities of all the people
of the society and which are needed in the labour market for the production of goods and services”.

Another form of human capital development is the individual self-development. This occurs when
individuals seek to acquire greater knowledge, skills or capacities through preparation on their own initiatives.
However, Human capital can also be developed through improvement in the means of better medical and public
health programmes and improvement in nutrition, which and jointly increase the working capacity of people on a
man-hour basis as well as over a working life. The improvement in formal education health and nutrition can be
both a cause of economic growth and a result of it.

Reference [37] defined human capital development as the process of expanding people’s choices, by
expanding human functioning and capabilities. Human development has three essential capabilities or elements:
to lead a long and healthy life, to be knowledgeable, and to have access to resources needed for a decent standard
of living. Other areas of choice highly valued by people include participation, security, sustainability, and
guaranteed human rights.

According to reference [26] the concept of human capital refers to the abilities and skills of the human
resources of a country, while human capital development refers to the process of acquiring and increasing the
number of persons who have the skills, education health care and experience that are critical for the economic
growth and political development of a country. Human capital development, [26] concludes, “Is thus associated
with investment in man and his development as a creative and productive person”.

Therefore human capital are all embracing, that is, it is inclusive of persons who work now, or are
likely to be productively employed sooner or later. In effect, human capital development encompasses virtually
the whole population as its target. Therefore, human capital development is a continuum, a continuing process
from childhood to old age, and a must for any society or enterprise that wishes to survive under the complex
challenges of a dynamic world.

B. Theoretical Framework
There are three modern theories of human capital development reviewed in this paper which are human capital
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theory, the modernization theory and the dependence theory. Human capital theory emphasis that education
increases the productivity and efficiency of workers by increasing the level of their cognitive skills. References
[32] and [24] introduced the notion that people invest in education to increase their stock of human capital. The
proponents see human capital as the stock of economically productive human capabilities, which can be formed
by combining innate abilities with investments in human beings.

Examples of such investments include expenditures on education, on-the-job-training, health and
nutrition. Such expenditures increase future productive capacity at the expense of current consumption. 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 with lack of use. The provision of education is seen as a productive
investment in human capital, an investment which the proponents of the human capital theory considers to be
equally or even more equally worthwhile than that in physical capital.

Human capital theorists have established that basic literacy enhances the productivity of workers in
low-skill occupations. They further state that an instruction that demands logical or analytical reasoning, or
provides technical and specialized knowledge, increases the marginal productivity of workers in high-skill or
professional positions.

The Modernization Theory focuses on how education transforms an individual’s value, belief and
behavior. Exposure to modernizing institutions, such as schools, factories and the mass media, inculcates modern
values and attitudes. These attitudes include openness to new idea, independence from traditional authority,
willingness to plan and calculate future exigencies and a growing sense of personal and social efficacy.
According to modernization theorists, these normative and attitudinal changes continue throughout the life cycle,
permanently altering an individual’s relationship to the social structure. The greater the number of people
exposed to modernizing institutions, the greater the level of individual modernity attained by the society. Once a
critical segment of the population changes in this way, the pace of society’s modernization and economic
development is quicken. Thus, educational expansion through its effects on individual values and benefits sets in
motion the necessary building blocks for a more productive work force and for sustained economic growth.

The Dependence Theory arose from Marxist conceptualizations based on the dynamics of the world
system that structure conditions for economic transformation in both the core and periphery of the world
economy is based on the human capital development. The proponents argue that the prevalence of foreign
investment capital, the presence of multinational corporations, and concentration on exporting of primary
products and dependence on imported technologies and manufactured goods constrain long-term economic
development. However, certain features of the world polity, such as state fiscal strength, degrees and regime
centralization and external political integration may contribute to economic growth in the developing world.

Critics of these have, however, pointed to the evidence of widespread unemployment and its negative
impact on economic growth. It was also pointed out that educated individuals with modern attitudes values are
causes of brain drain with its deleterious impacts on the stock of trained personnel, potential entrepreneurs and,
consequently, on the rate of growth and development. It is not surprising then that many people have become
more cautious and skeptical about the presumed positive economic impact of education.

Modern economic growth depends on the accumulation of physical capital and an increase in labour
force with improved technological embodiment without which labour cannot be effective. Human capital is a
factor influencing labour productivity because it facilitates the absorption of new technology, increases the rate
of innovativeness and promotes efficient management [3]. Consequently, for high labour productivity, an integral
part of technological progress is investment in human capital and thus is termed endogenous factor because
accumulation of physical capital is enhanced by the knowledge, skills, attitudes and health status of the people
who partake in such exercise. Thus, there is a strong and positive relationship between human capital
development and economic growth.

An endogenous model of economic growth appears to be the most suitable for the study. The model
suggests that endogenous factors such as government policies, political stability, market distortions, human
capital etc., can significantly affect economic growth. It is a widely used growth model to provide a systemic
investigation of the human capital-economic growth nexus. For example, references [34] and [3] used it to assess
the role of human capital in the Nigerian economy.

C. Empirical Issues
A lot of studies have attempted to investigate the relationship between human capital and economic growth and
these studies have shown mixed results. In his study of 98 countries between 1960 and 1985, [8] using school
enrolment rates as proxies for human capital found that the growth rate of real per capita is positively related to
initial human capital proxied by 1960 school enrolment rates. Reference [22], augmenting the Solow’s growth
model, empirically show that the effects of saving or investment and population growth rates are biased upward
whenever human capital formation is excluded.

Their model explains nearly 80 percent of the cross-country variation in per capita income, which is
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about 30 percent larger than when human capital is excluded. For the categories of countries, (low-income,
intermediate and OECD countries), investment in human capital substantially influenced per capita income at 1
percent level of significance.

Reference [15], using varied forms of human capital investment, such as school enrolment, human
development and economic liberty index evidently pointed out that human capital formation propels growth in
per capita income. Its positive contribution to growth was statistically significant at 1 percent. Besides, the
inclusion of the variable reduces the bias often associated with growth models that exclude human capital
investment and, hence, the explanatory power of the model.

In contrast, [9] employed a standard growth accounting framework to study the contribution of human
capital to economic growth, they found a negative relationship between initial per capita income and growth.
Similarly, [28] found a negative impact of education on growth.

There are large numbers of empirical studies that confirm the strong association between health and
economic growth. For instance, [10], as cited in [18], provided empirical evidence on the relationship between
health variables and economic growth rates and found that health variables play a significant role in determining
economic growth rates. They showed this by investigating cross-country data between 1965 and 1990, using a
basic growth model, and they found that an increase of life expectancy by one percent accounted for an
acceleration of GDP per capita growth by over 3% per annum. In addition, health and demographic variables
explained over half of the differences in growth rates between Africa and the rest of the world over that same
period.

There are also various studies that address the important issue of gender dimension in human capital
investment. For instance, reference [21] examines the impact of gender inequality in education on fertility and
economic growth. Using an overlapping generation framework, the paper argues that initial gender inequality in
education can lead to a self-perpetuating equilibrium of continued gender inequality, with the consequences of
high fertility and low economic growth. In the same vein, reference [32] also argues that reducing gender
inequality through access to education and the labour market will help reduce poverty, thereby increasing the
rate of economic growth.

Reference [29] explored two way linkages between economic growth and human development
empirically with the help of cross-country statistics. The study argues that public expenditures on health and
education represent especially important links in determining the strength of the relationship between economic
growth and human development. Two chains namely, economic growth to human development and from human
development to economic growth can generate self-reinforcing, vicious cycles of development, as well as
identifying lop-sided performers.

The study finds that over time lop-sided development rarely carry on: countries initially in favour of
economic growth lapse into the vicious category. Hence, even though both human development and economic
growth should be encouraged together, human development should be given first priority.

Reference [2] emphasized the role of human resource development and vocational training for
economic growth in Pakistan. The study reviewed and analyzed the status of vocational training, related policies
and practices and their impact on development of human resource. The effect of the rate and variability of
increase in institutions, enrolment and teachers on output growth variability was also explored. As the
fluctuations in rate and variability of vocational indicators have serious implications for the output growth
variability hence, the output growth variability was regressed on the rate and variability of the institutions,
enrolment, and teachers, to find out the growth and the variability impact of the vocational indicators on the
output growth variability.

The analysis of the impact of vocational indicators indicates that the long term planning is required to
achieve the benefits of current policies. There is positive and significant relationship between the growth of
institutions and output growth variability moreover; enrolment and teachers also play a significant role in
determining the output growth variability. On the whole analysis shows that both the rate and variability of
vocational indicators have positive and mostly significant impact on the output growth variability in the long run.

Reference [1] analyzed the impacts of human capital on economics growth for Pakistan and Sri Lanka.
The results of empirical analysis show that primary schooling enrolment rates has negative while secondary and
higher schooling enrolment rates has positive and significant impact on economic growth for both countries in
the sample. The study has also combined the schooling enrolment rates at different levels of education with
employment to generate effective labour input that performed better as compared to simple schooling enrolment
rates and it is again concluded that there are important growth effects associated with human capital.

In Nigeria, several studies have emerged in an attempt to provide quantitative evidence to the growth-
human capital nexus. References [5] and [23] determine the social and private returns to the different levels of
education-primary, secondary and university, using cross-sectional data. On the basis of the positive rate of
returns often computed, inference is made about the positive role of human capital on economic growth. [25]
Using ordinary least square technique found that human capital, proxied by real capital and recurrent expenditure
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on education, is positively related to growth, although the relationship is weak.

The Nigerian Economic Society held a conference on human resource development in Africa in
Nigeria in 2002 and several interesting papers were presented. Some of the papers showed a positive and
significant contribution of human capital to economic growth ([3], [34], [12]).

Reference [3] undertook an empirical investigation to determine the impact of human capital formation
on economic growth in Nigeria between 1970 and 2000, using cointegration and error-correction mechanisms.
The results indicate that investment in human capital in the form of education and training can lead to economic
growth because of its impact on labour productivity.

[12] Explored the association between human capital investment and economic growth in Nigeria. A
number of methodological approaches were employed to examine this link. Specifically, the Granger causality
tests were inconclusive on the direction of causality. The variance decomposition analysis shows that “own
shocks” constitute the predominant source of variation in employment growth’s forecast errors and income
growth’s forecast errors, and that innovations of employment growth can be better predictors of income growth.
The impulse response analysis reveals that there are considerable oscillations in the response patterns of income
and employment to unanticipated shocks in each other. The paper observed a mismatch between the manpower
needs of the country and the skills turned out by the educational system.

Reference [34] provided empirical evidence on the role of human resource development proxied by
enrolment in educational institutions on economic growth in Nigeria, using the augmented Solow growth model
and relying on co-integration and error-correction methodology. The results showed that human resource
development does not only contribute positively to economic growth in Nigeria, but its impact is strong and
statistically significant. This occurs despite the decline in the quality of education at all levels since the mid-
1980s.

Contrary to the conventional wisdom, [7] study observed that the growth of educational capital shows
a significant negative effect on economic growth in Nigeria. This is in line with the studies by [28], [20] and [19].
Could this be interpreted to mean that educational investment is harmful to growth in Nigeria? Due caution must
be exercised in interpreting the result. However, several factors might be responsible for this. Some possible
explanations offered by the [28] and [7] include the following; (i) existence of brain drain; (ii) the newly created
educational capital might have gone into privacy that is, privately remunerative but socially unproductive
activities; (iii) incessant strike actions by the academic and non-academic staff of Nigerian universities; (iv)
failure of the educational system to provide qualified manpower that would enhance productivity growth; (v)
there may be slow growth in the demand for educated labour, so that the supply of educational capital has
outstripped demand and returns to schooling have declined.

Reference [4] on the “Paradox of education and Economic Growth in Nigeria” modeled for
contribution of education growth. He considered real growth of the gross product (RGDP) as respondent variable
and gross fixed capital formation (GFCT), aggregate labour force (LAF) and real budget allocation to education
(REDUB) as explanatory variables. He estimated the models in both level form and in logarithmic form
respectively. From the two sources, it was observed that the growth of real gross domestic product (RGDP) is
positively affected by the amount of physical capital and labour inputs in all the specifications but in most cases
they have insignificant effects.

He observed that contrary to a priori expectations, the estimate for the impact of growth in educational
capital on the growth of real Gross Domestic Product was consistently negative. That growth in educational
capital crowd’s out-growth of GDP was a puzzle.

Reference [27], his work “Role of Human Capital in Economic Development: An Empirical Study of
Nigerian Case” the empirical results indicate that there is, indeed a long-run relationship among labour force,
physical capital investment proxied real gross domestic capital formation, human capital development and
economic growth in Nigeria All the variables appear with the expected positive signs. The variable denoting
human capital components i.e. school enrolments at the primary, secondary, tertiary levels comply with the a
priori expectations. That is, they have positive coefficients. All the human capital variables except, primary
school enrolment are significant in economic growth and development. In his work it is evident that there is a
feedback mechanism between human capital investment (at least on secondary and tertiary education) and the
real gross domestic product in Nigeria.

III METHODOLOGY

Econometrics methodology is employed in this study as the analytical tool for the examination of the
relationship between human capital development and economic growth. Consequently, the Ordinary Least
Squares method is adopted to investigate the long-run relationship between human capital development and
economic growth. The model states that economic growth is a function of Health contribution to Gross Domestic
Product in Nigeria (GCH), Education contribution to Gross Domestic Product in Nigeria (GCE), Primary School
enrolment rate (PER), Secondary School enrolment rate (SER), and Tertiary Institutions enrolment rate (TER).
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To further examine the relationship between money supply and economic growth in Nigeria, the study employed
Johanson’s Cointegration Test. The secondary data used for this study covering the period 1980-2010 were
obtained from the World Bank Database, Central Bank of Nigeria Statistical Bulletin, National Bureau of
Statistics, Global Development Finance Statistics and International Development Statistics.

A. Model Specification

The standard methodology of growth models begins with the neo-classical production function as extended by
[3]. It assumes a standard neoclassical production function which begins from a premise that changes in
quantities of factors of production account for growth. The neo-classical model is given as:

Y=F (A K L) oo (3.1

Where: Y, K, L are aggregate real output, capital and labour respectively, and A denotes technical progress or
total factor productivity.

When we differentiate equation (2.1) with respect to time, divide by Y and rearrange the terms, it gives equation
(2.2) as:

G-

............... (3.2)
Where:
Y/K = Rate of growth of output;
K/K = Rate of growth of capital;
L/L = Rate of growth of labour force.
FxFL = Social marginal product of capital and labour respectively;
AA/A = Hicks neutral rate of change of technological progress.

In this regard, several studies have attempted to integrate exogenous forces with endogenous factors in
explaining economic growth across countries by using augmented Solow neoclassical production function. These
studies include but not limited to the following; [30], [22], [14], [15] and [12] generally, the impact of human
capital on economic growth is incorporated according to the [22] framework and is given below as:

Yo = Kgyo Ht) B(AyLo) P (3.3)

Where;

Y is output; K = Physical capital and H = the Human Capital Stock; L=Labour force; A is level of technology
ando, B < 1, implying decreasing returns to capital. By implication, there is a strong and positive relationship
between investment in human capital and output growth.

From equation 3.3 linearizing the equation the Y (the output) is function of; K = Physical capital and H = the
Human Capital Stock; L=Labour force; A is level of technology, which will give us equation 3.4 as:

Y = fKHAL............. 34
If equation 2.4 is written as econometrics model we the following equation
Yt = o +BIK+ BzH +B3A+ B4L+Ut ......... (35)

From equation 2.5 it clearly shown that Y (output) is function of K = Physical capital and H = the Human Capital
Stock; L=Labour force; A is level of technology. Since this study is to examine the impact of human capital
development on economic growth, the equation above re-stated as:

Y., = a+pBH+BL+U....... (3.6) in order to adopted the determinants of Human capital development.

In order to examine the impact of money market on economic growth, variables such as Health contribution to
Gross Domestic Product in Nigeria (GCH), Education contribution to Gross Domestic Product in Nigeria (GCE),
Primary School enrolment rate (PER), Secondary School enrolment rate (SER), and Tertiary Institutions
enrolment rate (TER).

If H and L =f(GCH, GCE, PER, SER, TER).................(3.7)

Thus: GDP = f(GCH, GCE, PER, SER, TER).............. (3.8)

GDP is chosen as proxy for economic growth because it reveals the overall contribution of each sector of the
economy. Health and education contribution to GDP and enrolment rates into the three levels of education are
chosen as proxy for human capital development because the concept entails investment in health and education.
The explanation of the multiple regression model for this study is as follows:

GDP = B, + B;GEH+ B,GEE + B;PER + B,SER + BsTER + p..oovvnennnt (3.9)
Where:

Bo = Intercept of the equation

GCH = Health contribution to GDP.

GCE = Education Contribution to GDP.

PER = Primary School Enrolment Rate.

SER = Secondary School Enrolment Rate.
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TER = Tertiary Institutions Enrolment Rate.

n = Stochastic error term

B1, B2, B3, B4, and Ps are estimate parameters.

Taking the natural log of equation 3.9 above, we derive the equation below:

InGDP = By + B;InGCH+ B,InGCE + B;InPER + B4InSER + BsInTER + p........... (3.10)

The a priori expectations of the multiple regression model for the coefficients are as follows: [;> 0; B, > 0; B3 >
0; B4>0;Bs>0.

Positive signs are expected for the coefficients of the explanatory variables, that is positive relationships between
GDP and GCH, GDP and GCE, GDP and PER, GDP and SER, and GDP and TER.

IV. EMPIRICAL RESULTS, INTERPRETATION AND ANALYSIS

A. Unit Root Tests

The unit root test was conducted to ascertain the stationarity of the data before estimation using both the
Augmented Dickey Fuller (ADF) and the Philips-Perron (PP). The results of the test presented in Table I show
that all the variables (except the Primary School enrolment rate (PER), Secondary School enrolment rate (SER),
and Tertiary Institutions enrolment rate (TER)) are stationary at levels at 1 per cent significant level.

Since all the variables (except the Primary School enrolment rate (PER), Secondary School enrolment
rate (SER), and Tertiary Institutions enrolment rate (TER)) in the model are stationary at levels at 1 per cent
significant level, the hypotheses that state the presence of unit roots in all the variables under consideration
(except the Primary School enrolment rate (PER), Secondary School enrolment rate (SER), and Tertiary
Institutions enrolment rate (TER)) are rejected. This shows that all the variables included in the model are
stationary at level while the Primary School enrolment rate (PER), Secondary School enrolment rate (SER), and
Tertiary Institutions enrolment rate (TER) are stationary at first difference at 1 per cent significant level.

Given the unit-root properties of the variables, we proceeded to conduct the cointegration test to
ascertain the long-run relationship between human capital development and economic growth.

TABLE 1
UNIT ROOT TEST RESULTS

ADF Test Statistic Philips-Perron Test Statistic

Variables Level 1" Difference level 1" Difference
Conclusion

GDP 5.432 -0.4256 1.599 -5.176 1(0)
GCH 2.908 3.0046 6.829 4.8642 1(0)
GCE 5.279 1.6385 11.158 1.3470 1(0)
PER -0.939 -3.108 -1.198 -4.464 I(D
SER -1.239 -3.707 -1.510 -3.736 I(D
TER -0.885 -4.559 -0.919 -6.385 I(D
1% Critical -3.6752 -3.6852 -3.6661 -3.6752
5% Critical -2.9665 -2.9705 -2.9627 -2.9665
10% Ceritical -2.6220 -2.6242 2.6200 -2.6220

*indicates significant at 1% or a rejection of the null hypothesis of no unit root at the 1% level

B. Johansen Cointegration Test Results

The Johansen cointegration test result in Table II shows the existence of two cointegrating equations at 5%
significance level in the model. The hypothesis which states there is no long-run relationship between human
capital development and economic growth is rejected at 5% significance level. This implies that there exists a
long-run relationship between human capital development and economic growth in Nigeria.
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TABLE 11
JOHANSEN COINTEGRATION TEST
Date: 01/25/14 Time: 11:09
Sample: 1980 2012
Included observations: 31
Test assumption: No deterministic trend in the data

Series: RGDP GCH GCE PER SER TER
Lags interval: 1 to 1

Likelihood 5 Percent 1 Percent Hypothesized
Eigenvalue Ratio Critical Value Critical Value No. of CE(s)
0.753709 111.0280 82.49 90.45 None **
0.710742 70.39203 59.46 66.52 At most 1 **
0.362152 34.41942 39.89 45.58 At most 2
0.305066 21.37941 24.31 29.75 At most 3
0.225435 10.82518 12.53 16.31 At most 4
0.111151 3417023 3.84 6.51 _ Atmost5

*(**) denotes rejection of the hypothesis a 5 %( 1%) significance level L.R. test indicates 2 cointegrating
equation(s) at 5% significance level

C. The Long Run Regression Results

Having conducted the unit root and cointegration tests, we proceeded to obtain the long-run results of the
relationship between human capital development and economic growth using the ordinary least squares method.
The result presented in Table III reveals that all the variables in the model (except the Education contribution to
Gross Domestic Product in Nigeria (GCE), Primary School enrolment rate (PER)) satisfy the a priori
expectations with respect to their signs. But the Education contribution to Gross Domestic Product in Nigeria
(GCE), Primary School enrolment rate (PER) has negative impact on economic growth. The result further shows
that the Education contribution to Gross Domestic Product in Nigeria (GCE) has significant impact on economic
growth at 10 percent significant level in the long-run. This means that a unit increases in the Education
contribution to Gross Domestic Product in Nigeria (GCE) will decrease gross domestic product by 2.18 percent.
Similarly, the Primary School enrolment rate (PER) has a negative and statistically insignificant impact on
growth at 10 percent significant level in the long-run. The impact of the Secondary School enrolment rate (SER)
and Tertiary Institutions enrolment rate (TER) on growth though positive but are not statistically significant at 10
percent significant level in the long-run. On the other hand, Health contribution to Gross Domestic Product in
Nigeria (GCH) has positive and statistically significant impact on growth. This means that a unit increases in
Health contribution to Gross Domestic Product in Nigeria (GCH) will increase gross domestic product by 1.784
percent in the long-run. The adjusted R* of 0.838 percent indicates that 84 percent of the variations in the
dependent variable are explained by variations in the independent variables and the Durbin Watson statistic of
1.66 suggests that the model is free from serial auto correlation.

TABLE II1
THE LONG RUN REGRESSION RESULTS
VARIABLES COFFICIENT STANDARD T- PROB.
ERROR STATISTICAL
InC 1.784 2.0919 0.853 0.4016
InGCH 3.734 1.1264 3314 0.0028
InGCE -2.1843 1.0494 -2.0815 0.0478
(D)InPER -0.3534 0.4777 -0.7398 0.4663
(D)InSER 0.5453 0.4455 1.2239 0.2324
(D)InNTER 0.0863 0.1247 0.6919 0.4953
R-SQUARE 0.838
ADJ R-SQUARE 0.806
F-STATISTIC 25.96154
D-W STATISTIC 1.656993
PROB 0.00000000

Source: author’s Computation from E-views software 7.0
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V.SUMMARY OF MAJOR FINDINGS AND POLICY OPTIONS

From the result analysis, it is very clear that the human capital development in any developing country like
Nigeria become vital for economic growth, out of 5 variables used 3 variables are positively related to GDP
while 2 have negatively to related to GDP and 2 out of 5 variables are statistically significant, but given the R?
the equation shows that there is a significant relationship between human capital development and economic
growth. Therefore, we reject the null hypothesis and accept the alternative hypothesis of the study. This suggests
that Nigerian economy is partly determined by the level of human capital development, particular the level of
health care services and the activities of tertiary education system in Nigeria if well handled.

The result shows that the tertiary institutions have positive impact on the economic growth in Nigeria
but the impact is not felt because of the poor management and control of tertiary education sub-sector to yield
output that will lead to an increased productive, this also implies that our tertiary education have the potential for
economic growth in Nigeria only if the stakeholders can come together to draw agenda that will put the economy
on the high track for technological development and for more productive projects than just education for
administrations and polities.

The negative relationship of the primary educational system to the economic growth in Nigeria
suggests that the primary education sub-sector does not have much impact in the short term impact, but there is
long term, since it is the foundation for education in Nigeria. Therefore, there is a need for proper management
of this sub-sector of education.

It is common knowledge that the rapid growth experienced by the South East Asian countries is due
mostly to the presence of large stocks of high-level science and technology manpower. Besides, in the past
decade, the Nigerian tertiary institutions have been characterized by incessant strikes and disruption of academic
activities, leading to shorter academic calendar. This coupled with poor facilities such as ill-equipped libraries,
laboratories, lack of teaching and research materials, inadequate classrooms etc. have resulted in the production
of graduates who lack the basic skills necessary for rapid economic growth of the Nigerian economy.

Many graduates are unemployed, roaming the street while are some are under- utilized having very
low paid job from the Nigeria Bureau Statistic the rate of unemployment of 11.79 percent in 2005 has increased
to 12.29 percent in 2010.

Based on these finding the following recommendations were made. Firstly, the educational system
should be restructured to meet the needs of the changing society in terms of high-level manpower that will
propel the economy to higher levels of productivity, income and rapid economic growth.

Secondly, the government should also increase its spending on social and economic infrastructure in
order to enhance the efficiency of labour and increase productivity, and by implication, economic growth and
situation where school leavers and graduates are unemployed and roaming the streets should not be condoned.

Thirdly, there is need for better economic and political governance throughout the country. State
governments should promote transparency, accountability, the rule of law and popular participation by the
people as essential ingredients of good governance and human development. Peoples’ human rights should be
respected and deliberately promoted. Corruption should be regarded by all as evil and anti-people, as such
existing anti-corruption laws should be more effectively enforced.

VI. CONCLUSION

The study focuses on the impact of human capital development on economic growth in Nigeria, 1980-2012.
Ordinary Least Squares was used to determine the long-run relationship between human capital resources and
economic growth in Nigeria. Neo-classical production function model was adopted in this study and the results
of the study revealed that investment in human capital in the form of education and health can lead to economic
growth because of their impact on labour productivity especially the health variable. However, the gains can be
maximized if the quality of education is given to the human resources in this country, and if they are fully
utilized, productive capacity and rapid economic growth will be promoted in Nigeria.

The results also showed that health care services play a great role in human capital development which
in turn will enhance labour productivity that will eventually foster economic growth. In addition, the health
sector has much significant impact on economic development than the education sector. Both the primary and
secondary sub- sectors of education in Nigeria are yet to contribute significantly to economic growth. This is sad
considering the amount of resources that are being allocated to these sub-sectors of education in Nigeria. This
calls for a rethink of the educational agenda and goals in Nigeria.

Finally, the results show that the tertiary educational variable has a positive relationship with economic
growth in Nigeria. Its contribution is far less than expected from the sector whose expectation is to train and
develop skilled manpower for productive and sustainable economy, has failed to achieve its goals in Nigerian
economy.

47



Research on Humanities and Social Sciences WwWw.iiste.org

ISSN (Paper)2224-5766 ISSN (Online)2225-0484 (Online) lLi,l
Vol.5, No.11, 2015 “s E
REFERENCES

[1] Abbas, Q. (2001). Endogenous Growth and Human Capital: A Comparative study of Pakistan and Sri Lauka.
The Pakistan Development Review, 40 Vol.(4): pp.987 — 1007.

[2] Abbas, Q. And Foreman — Packb J. (2007). Human Capital and Economic Growth: Pakistan, 1960 -2003.
NRPU projects by Higher Education Commission (HEC) of Pakistan.

[3] Adamu, P. A. 2003. Tariff policy and the development of Nigeria’s Manufacturing sector. In: The structure
Growth and development of the Nigerian economy. Essays in Honour of T.M. Yesufu. Iyoha, M.A.ed.
Forthcoming.

[4] Adebiyi A. M (2006), “Education-Economic growth Paradox in Nigeria: A Autoregressive Model, Social
Science Research Network.

[5] Asiegbu, J.U.J. 1992. Human resources development and utilization: factors in the productivity of the private
enterprise. In: human resources development and utilization: policies and issues Badagery. AD yahaya, and C.1
Akinyele, eds. ASCON.

[6] Awopegba, P.0.2009. Human resources, high level manpower and the development of the Nigerian economy,
processed.

[7] Ayara, N.N. (2003).The Paradox of Education and Economic Growth in Nigeria: An Empirical Evidence, In.:
Human Resource Development in Africa. Selected Papers for 2002 Annual Conference, Nigerian Economic
Society, Ibadan, pp 53-78

[8] Barro, R. 1991. Economic growth in a cross section of countries. Quarterly Journal of Economics 106 May,
[9] Benhabib, J. and M. Spiegel (1994) Role of Human Capital in Economic Development: Evidence from
Aggregate Cross-Country Data. Journal of Monetary Economics 34, pp142-173

[10] Bloom, D and Sachs, D. J. (1998) Geography, Demography and Economic Growth in Africa. Brookings
Papers on Economic Activity, 1998 (2), 207-295.

[11] Central Bank of Nigeria, 2010. Statistical bulletin December 2010.

[12] Chete, L.N. and B.W. Adeoye (2003) Human Capital and Economic Growth: The Nigerian Experience, In.:
Human Resource Development in Africa. Selected Papers for 2002 Annual Conference, Nigerian Economic
Society, Ibadan, pp 79-102

[13] Federal Republic of Nigeria (1999), National Policy on Education, 4™ Edition. Federal Office of Statistics,
Annual Abstract of Statistics, Lagos.

[14] Gemmell, N. (1996) Evaluating the Impacts of Human Capital Stocks and Accumulation on Economic
Growth; Some New Evidence. Oxford Bulletin of Economics and Statistics 58(1), pp.9-29

[15] Grammy, A.P. and D. Assana. 1996. New evidence on the effect of human capital on economic growth.
Applied Economic Letters,

[16] Harbison, F.H. 2004. Human resources development planning in modernization economics. International
Labour review.

[17] Harbison, F.H. and C.A. Meyers. 1994. Education strategies of Human resources development. New York:
McGraw-Hall.

[18] Hamoudi, A. A. and Sachs, D.J. (1999) “Economic Consequences of Health Status: A Review of Evidence”.
Paper Presented at the Center for International Development, Harvard University.

[19] Hoeffler, A.E. 1997. The augmented Solow model and the African growth debate. Oxford: Oxford
University, Centre for study of Africa Economics.

[20] Islam, N. 1995. Growth empirics: A panel data approach. Quarterly Journal of Economics 110.

[21] Lagerlof, N. (1999), Gender Inequality, Fertility, and Economic Growth. Mimeograph. Department of
Economics, University of Sydney

[22] Mankiw, N.G: Romer, P., and Weil, D. 1992. A contribution to the emperies of economic growth. Quarterly
Journal of Economics.

[23] Mbanefoh, G. 1995. Sharing the costs and benefits of university education in Nigeria: A suggested approach.
The Nigeria Journal of economic and social studies

[24] Meier, G.M. (1995) Leading Issues in Economic Development, 2" Ed. Oxford: Oxford University Press

[25] Odosola, A.F. 1998. Human Capital investment and the empirics of economic growth in Nigeria.
Rekindling investment for Economi Development in Nigeria. Nigeria Economic Society Annual Conference.
Ibadan: NES.

[26] Okojie, 2004. Gender poverty and educational human capital investment in Nigeria. Nigerian economic and
financial review

[27] Oladoyin R.D. 2010. The Role Human Capital Development: An Empirical Study of Nigerian Case,
Oxford Business and Economics Conference Program, St. Hugh’s College, Oxford University, Oxford UK.

[28] Pritchett, L (2001) where has all the education gone? The World Economic Review 15(3)

[29] Ramirez, A., Ranis G., and Stewart, F. (1997) Economic Growth and Human Development. Center
Discussion Paper No. 787.

48



Research on Humanities and Social Sciences www.iiste.org

ISSN (Paper)2224-5766 ISSN (Online)2225-0484 (Online) L'—i,l
Vol.5, No.11, 2015 Ils E

[30] Romer, 1990. Endogenous technological change. Journal of Political economy

[31] Schutlz T.W. 2004. Capital formation in education. Journal of political Economy

[32] Schutlz, T.P. 1992. The role of education and human capital in economic development: An empirical
assessment. Centre Discussion Paper No. 670 Yale Economic Growth Centre, Yale University.

[33] Solow, R.M. (1960) Investment and Technical Progress. In Mathematical Methods in the social sciences,
1959, edited Arrow, K.J., S.Karlin and P. Suppes, eds. Palo Alto, Calif: Stanford University Press.

[34] Uwatt (2003) Human Resource Development and Economic Growth in Nigeria, 1960- 2000 Human
Resource Development in Africa. Selected Papers for 2002 NES Annual Conference, Nigerian Economic Society,
Ibadan, pp 53-78

[35] United Nations Development Programme. 1990-2000. Human Development Reports. New York: UNDP.
[36] UNECA, 1990 United Nations Economic Commission for Africa (UNECA,)

[37] UNDP, 2000. Swaziland Human Development Report. Mbabane: UNDP.

49



The IISTE is a pioneer in the Open-Access hosting service and academic event management.
The aim of the firm is Accelerating Global Knowledge Sharing.

More information about the firm can be found on the homepage:
http://www.iiste.org

CALL FOR JOURNAL PAPERS
There are more than 30 peer-reviewed academic journals hosted under the hosting platform.

Prospective authors of journals can find the submission instruction on the following
page: http://www.iiste.org/journals/ All the journals articles are available online to the
readers all over the world without financial, legal, or technical barriers other than those
inseparable from gaining access to the internet itself. Paper version of the journals is also
available upon request of readers and authors.

MORE RESOURCES

Book publication information: http://www.iiste.org/book/

Academic conference: http://www.iiste.org/conference/upcoming-conferences-call-for-paper/

IISTE Knowledge Sharing Partners

EBSCO, Index Copernicus, Ulrich's Periodicals Directory, JournalTOCS, PKP Open
Archives Harvester, Bielefeld Academic Search Engine, Elektronische Zeitschriftenbibliothek
EZB, Open J-Gate, OCLC WorldCat, Universe Digtial Library , NewJour, Google Scholar

c Je‘ m l\l)l\C(())Ht\l(l\
I'OS

O ULRICHS\WEE  JournalTOCs |

£ 2 ¥ Elektromsche
008 Zeitscnnftendibliothek
( ) ¥/ \ "y
(’C\ | | LR
) A e

oCLC WF [ IBRARY

WorldCat



http://www.iiste.org/
http://www.iiste.org/journals/
http://www.iiste.org/book/
http://www.iiste.org/conference/upcoming-conferences-call-for-paper/

