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ABSTRACT 

 

This study investigates the impact of human capital development on economic 

growth in Nigeria over the period 1986 to 2024. The continued low growth and 

high poverty rate in Nigeria despite budgetary allocations on public spending 

raises concerns on the role and effectiveness of human capital investment in 

inducing growth. Anchored on the neoclassical growth and human capital theory, 

the study investigates how expenditure on education and health translate to 

economic growth in Nigeria. Using secondary data and a number of techniques 

such as the Ordinary Least Square (OLS), Johansen co-integration and Error 

Correction model (ECM), the results revealed the existence of a long-run 

relationship between human capital development indicators and economic growth 

in Nigeria. More so, the OLS result shows that government expenditure on 

education and secondary school enrolment do have a positive and significant 

impact on economic growth, while government expenditure on health is positive 

but insignificant due to inefficiencies, quality issues and structural challenges. The 

study concludes that human capital development is fundamental and significantly 

linked to economic growth in Nigeria, with education having a stronger impact 

than health. It therefore recommends increased and efficient allocation of 

budgetary resources to education and health, skills development programs with 

policies that will improve labour productivity in order to harness the full growth 

potential of human capital in Nigeria.  

 

Keywords: Human Capital Development; Economic Growth; Government 

Expenditure; Co-integration; Error Correction Model Nigeria.   

 

JEL Classifications: I25, I15, O15, O47 

 

1.0 INTRODUCTION 

 

The growth of the economy has been one of the main goals of any country, especially in the developing 

economies like Nigeria where poverty, unemployment, inequality, and low productivity are still major 

problems that hinder the process of sustainable growth. Economic growth is overall described as a 
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continuous rise in the productive power of a state, most often in terms of growth in the Gross Domestic 

Product (GDP) or Gross National Income (GNI). Over time, scholars and policymakers have come to 

the realization that economic growth is not only driven by physical capital accumulation and availability 

of natural resources, at the same time, the quality of human resources present in an economy is equally 

a driver of economic growth. This has made human capital development one of the leading aspects of 

growth and development discourse. More so, it is the process of improving the skills, knowledge, health 

and productive capacities of people by providing education, training or investing in their health. Both 

classical and modern economic theories focus on the fact that human capital is a key factor of production 

that plays a major role in determining economic performance. The development of the human capital 

theory was laid out by the works of Schultz (1961) and Becker (1964) who postulated that investment 

in education and health enhances labor productivity and earning ability. The same concepts were 

strengthened by the endogenous growth theorist like Lucas (1988) and Romer (1990), who argued that 

human capital accumulation, knowledge spillovers and innovation would lead to sustained economic 

growth. 

In addition, it is a very critical issue in the context of developing economies due to its ability to 

improve labour efficiency, increase adoption of technology and structural adjustment. Education 

enhances mental ability, creativity and flexibility, whereas good health enhances labour force, lessens 

absence and prolongs working years. This results in the fact that high and more sustainable growth rates 

are observed in the countries that have a focus on human capital development compared to those that 

mainly depend on the physical capital or natural resources (Barro, 2013). 

Nigeria is the largest economy in Africa, in terms of GDP, thus it can be interesting to study the 

association between human capital and economic growth. Nigeria, though endowed with sizeable natural 

resources, namely crude oil remains in the developmental trouble, as evidenced by low economic 

growth, high unemployment, low industrial productivity, and poverty among other things. These issues 

have brought into question the high dependency of the country on resource-based growth and the 

inadequacy with regard to its human capital base development. The volatility in oil prices and economic 

crises around the world over the years have only served to add to the instability of the Nigeria growth 

model, and there is a reason the country needs to diversify and be more human capital-focused. 

Education is one of the key elements of human capital development and tertiary education 

especially is of paramount value in terms of the development of advanced skills, research capacity, and 

innovation. Advanced human capital accumulation is also proxied by tertiary school enrolment which 

is a measure of availability of skilled manpower that can facilitate growth in productivity and 

technological advancement. The human capital theory states that the increase in the enrolment in tertiary 

institutions raises the amount of skilled labour that increases economic output by increasing productivity 
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and innovation (Lucas, 1988). Nonetheless, with the growth in the number of universities, 

polytechniques and colleges of education in Nigeria, the number of enrolees in tertiary schools is still 

very low as per the global norm, which casts doubts on their capacity to spur economic growth. 

Health is another very important aspect of human capital development. Healthy population is 

vital to economic growth since health conditions have direct influence on labour productivity, efficiency 

and longevity. Government spending on health is a strategic government investment in the area of health 

that helps to achieve better health outcomes of the population, lower the mortality rate, and increase the 

life expectancy. Grossman (1972) considers health a consumption and investment good because it 

directly leads to the well-being of individuals, and indirectly, productivity. In Nigeria, government 

spending on health has traditionally been small as compared to most other countries in the world which 

has led to insufficient infrastructure in healthcare, ineffective services and poor health outcomes. Those 

conditions have a reflection in terms of labour productivity and general economic performance. 

Life expectancy is a popular summary measure of population health and human development. 

Increased life expectancy is an indication of better health status, nutrition and proper health care systems 

that make workforce more productive. Empirical research has established that life expectancy increases 

are linked to growth in the economy as people are able to work longer, invest in education and become 

effective contributors to economics (Bloom et al.,  2004). In Nigeria, life expectancy is still 

comparatively low among other developing nations, which is mainly caused by low access to healthcare, 

communicable diseases, and the lack of investment in the public health. This poses questions on the 

level to which human capability limitations on health may be constraining the growth potential of 

Nigeria. 

The importance of government spending on education as well is essential in building human 

capital. Governmental expenditure in education increases access to education, education infrastructure 

and quality of human capital. It is believed that through endogenous theory of growth, government 

funding in education leads to the long-run economic growth by enhancing skill acquisition and 

innovation (Romer, 1990). In Nigeria, even though government spending on education has continued to 

increase in nominal terms over the years, the amount is still lower than the advised threshold by the 

United Nations Educational Scientific and Cultural Organization (UNESCO). This under investment 

has led to poor education results, inefficient facilities, constant industrial strikes, and deterioration of 

quality of graduates which could negate the growth boosting influence of education. 

Regardless of the huge human and natural resources endowment of Nigeria, this nation has been 

facing challenges in realizing sustainable and inclusive economic growth. The years have been marked 

by the volatility of the economic performance, slow growth, high unemployment and chronic poverty. 

Although there have been diverse economic reforms undertaken in Nigeria which are intended to spur 
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the growth, these initiatives have been directed to macroeconomic stability and exploitation of the 

resources, with not so much emphasis on the systematic growth of human capital. This lops is is what 

has questioned the sustainability of the growth path of Nigeria in the long-term. One of the major 

problems confronting Nigeria is the apparent disconnect between investment in education and the 

expected growth outcomes. Although the number of tertiary institutions has increased, tertiary school 

enrolment remains low relative to the size of the population, and concerns persist regarding the quality 

and relevance of higher education. Many graduates lack the skills required by the labour market, 

resulting in high graduate unemployment and underemployment. This situation calls into question the 

extent to which tertiary education is effectively contributing to economic growth in Nigeria. 

Similarly, government expenditure on health has remained inadequate, leading to poor health 

outcomes and low life expectancy. Nigeria continues to record high maternal and infant mortality rates, 

a heavy disease burden, and limited access to quality healthcare services. These health challenges reduce 

labour productivity, increase dependency ratios, and constrain economic growth. Despite the recognized 

importance of health as a component of human capital, empirical evidence on the growth impact of 

government health expenditure in Nigeria remains inconclusive, necessitating further investigation. 

Government expenditure on education also presents a critical concern. While education is 

widely acknowledged as a catalyst for economic growth, Nigeria’s public spending on education has 

been inconsistent and insufficient. Inadequate funding has resulted in poor infrastructure, overcrowded 

classrooms, frequent strikes, and declining educational quality. These challenges undermine the capacity 

of the education sector to produce a skilled and productive workforce capable of driving economic 

growth. Consequently, there is a need to empirically examine whether government expenditure on 

education has translated into meaningful economic growth in Nigeria. 

Furthermore, life expectancy in Nigeria remains relatively low, reflecting broader health and 

welfare challenges. Low life expectancy limits the productive lifespan of individuals and discourages 

long-term investments in education and skills acquisition. While theoretical and empirical studies 

suggest a positive relationship between life expectancy and economic growth, the Nigerian experience 

has not been sufficiently explored in a comprehensive framework that integrates multiple human capital 

indicators. 

The problem, therefore, lies in the lack of consensus and adequate empirical evidence on how 

different dimensions of human capital development, specifically tertiary school enrolment, government 

expenditure on health, government expenditure on education, and life expectancy affect economic 

growth in Nigeria. Existing studies often focus on single indicators or short time frames, leading to 

mixed and sometimes contradictory findings. This gap in the literature limits the ability of policymakers 

to formulate evidence-based human capital policies that can effectively promote economic growth.  
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Against this backdrop, this study seeks to evaluate the impact of human capital development on 

economic growth in Nigeria by examining the specific roles of tertiary school enrolment, government 

expenditure on health, government expenditure on education, and life expectancy. The following 

research hypotheses are stated in null form: 

H01: There is no significant relationship between tertiary school enrolment and economic growth of 

Nigeria. 

H02: There is no significant relationship between government expenditure on health and economic 

growth of Nigeria. 

H03: There is no significant relationship between government expenditure on education and economic 

growth of Nigeria. 

H04: There is no significant relationship between life expectancy and economic growth of Nigeria. 

 

2.0 LITERATURE REVIEW 

2.1 Human Capital Development 

 

Human capital development is the deliberate act of creating more individuals endowed with education, 

skills and experience required in economic growth and development, human capital is defined as the 

pools of skills, abilities and competencies possessed by the workforce of a nation (Okojie, 2019). Human 

capital consists of their knowledge, abilities, competencies and their skills. Other forces of production 

are incapable of learning, changing, inventing, and creating as human beings are. Based on this, the 

human capital development is a continuous, deliberate effort to acquire relevant information, skills, and 

experience that could be put into the production of economic value and the promotion of sustainable 

national development (Ejere, 2018). According to Torruam and Abur (2014), the human capital 

development is the process of building people in terms of their abilities, knowledge, productivity, and 

creativity. It is the people-oriented development policy that is well known as an essential driving power 

of the development of the country in the world. Human capital formation is the process through which 

the number of persons with education, experience, skills, and good health required to advance the 

economy is increased. 

The development of human capital could also be defined as the process of increasing and 

expanding the number of individuals who possess the knowledge, training and skills needed to not only 

propel a nation forward in politics but also economically. It involves purposeful investments in 

individuals so that they become more creative and productive assets. Jhingan (2013) indicated that 

human resources could be built in six principal ways as cited by Schultz (1960). Among these are: (i) 

the supply of health facilities and services that enhance physical strength, vitality, productivity and life 
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expectancy; (ii) on job training including traditional apprenticeship systems organised by firms; (iii) 

formal education at primary, secondary and tertiary levels; (iv) adult education programs of people not 

working in the agricultural sector; (v) importation/ transfer of technical expertise, consultants and 

specialised assistance. To this end, government expenditure on health and education and the school 

enrolment levels are often applied to assess human capital development (Hanif & Arshed, 2016). 

 

2.2 Economic Growth 

 

The World Bank (2020) defines economic growth as a consistent increase in the capacity of a country 

to avail of an increasing number of products and services to its population. This increased production 

capacity is primarily caused by changes in the institutional and ideological settings, and the technical 

developments. Despite the fact that various nations might employ different measures of measurement, 

economic growth is basically outlined as the growth of the potential gross domestic product (GDP) of a 

nation. Another definition of economic growth is an increase in the overall value of goods and services 

produced in an economy at a specific period of time which in most cases is a year. The most common 

measure of it is the gross domestic product (GDP), which is the performance of the real sector. 

According to Harper (2011), the positive effects of economic growth are extensive and far reaching. 

Ogundipe and Oluwatobi (2010) argue that in order to escape the poverty trap, developing 

countries should enjoy a steady economic growth. Economic growth can thus be said to be a continuous 

process where the productive capacity of an economy grows over time thus leading to higher national 

income and output. In a similar manner, Lipsey and Chrystal (2017) justify the need to have steady 

growth annually by the economies by describing economic growth as the primary contributor to the 

increases in living standards over time. The International Monetary Fund (IMF, 2021) further describes 

economic growth as the increase in market value of goods and services produced within an economy in 

the long run; which is normally measured as a percentage of change in real GDP. According to Jhingan 

(2013), economic growth can be defined as the continuous rise of the per capita output or income in a 

country but such growth is accompanied by rise in the supply of labour, consumption, capital formation, 

and volume of trade. 

 

2.3 Human Capital Development/Economic Growth. 

It is widely agreeable that to achieve a sustained economic growth it is imperative to make investments 

in health and education. The development of the economy remains one of the major development 

priorities of the emerging countries such as Nigeria. Nigeria has been giving a great deal of priority to 

education as a national development tool since the beginning of 1960s particularly following submission 

of the Ashby Report in September 1960. Ogunleye et al. (2017) suggest that education management and 
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control is the main duty of the Nigerian government. In spite of the role of state governments and 

individual citizens in providing funds and management of postsecondary educational institutions, the 

federal government has the most responsibility in this sector. State governments have the overall control 

of secondary education, as compared to the local governments which have the overall control of basic 

education. Curriculum development is however under the National Primary Education Commission that 

collaborates with all the three layers of government, corporations, religious bodies, international bodies, 

non-governmental bodies and community-based associations. 

Tertiary education objectives as outlined in the National Policy on Education (NPE, 2004) 

sufficiently reveal the relevance of higher education in national development agenda of Nigeria. These 

objectives are to train high-level personnel members to participate in the development of the nation, 

inculcating values that are suitable in the survival of the individual and the society, enhancing 

intellectual capacity of people to understand the national and global communities, equipping the people 

with the intellectual and physical capabilities necessary to support their survival and relevance in the 

society, fostering scholarship and service of the community, national cohesion, and the promotion of 

comprehension and cooperation are expected to meet these objectives (Kazeem & Ige, 2010). 

Kazeem and Ige (2010) cautions though that it can be misleading to consider increases in the 

budgetary allocations without considering their respective share in the total spending of the government. 

According to research, the government of Nigeria has allocated unequally the funds on health and 

education compared to the total budget. This indicates that these sectors have not been regarded as a 

priority policy when it comes to the national budgeting process since they should have experienced 

consistent increment in their budgetary shares. 

The National Economic Empowerment and Development Strategy (NEEDS) as the 

development blueprint and Poverty Reduction Strategy Paper in Nigeria was to see the government 

increase its expenditure on health and education to 10 percent by 2007. Its stated objectives rightly point 

to the health and education as the spheres that require a focus of the attention. The sector-specific 

policies of NEEDS recognize both the role of the public and the private sector in addressing key 

challenges on achieving a successful economic development, including the lack of human capital 

development. 

 

2.4 Theoretical Framework 

 

2.4.1 Neoclassical Growth Theory 

Neoclassical growth theory aims to describe the way in which accumulated inputs of factors of 

production, particularly labour and physical capital, is the determinant of long-term economic growth. 
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According to empirical studies however, technological improvement which the theory perceives as an 

exogenous factor is the cause of a considerable growth in the economy. This position was the first to be 

illustrated by Solow (1956) and Swan (1956).  The neoclassical model is based on an aggregate 

production equation, which is as follows: 𝑌 = 𝑓(𝐾,L), it is assumed that it has constant returns to scale 

with respect to both labour and replicable capital. To integrate the existing level of technological 

knowledge, Solow (1975) enlarged on this model with a productivity or technology factor, denoted by 

A, into the aggregate production function. Y=f(AK,L) is the expression of the altered function.  

A major demerit of the Solow-Swan model is that it does not provide an explanation of the 

processes or origin of technological progress. Technical innovation is held to be exogenous in its rate 

although the model acknowledges that it creates economic growth. To back this assumption, Solow 

(1957) argued that the source of technological change is mainly caused by knowledge created in the 

field of public science like research done in public institutions, which is different to the traditional 

economic system.  

 

2.4.2 Human Capital Theory 

Nobel Prize-winning economist Becker (1964), particularly his contribution in the economics of 

employer-sponsored training, is a follower of the human capital theory first laid out by Schultz (1961). 

The hypothesis argues that education and training improve the productivity and incomes of workers by 

improving their abilities, competencies, and body of knowledge.  

To further explain this, Becker (1967) distinguished between specialised and general types of 

human capital. Specific human capital refers to the skills and knowledge that relate directly to a 

particular firm such as the ability to operate internal systems or novel technologies. The employers are 

usually willing to finance such training since such skills cannot be easily transferred to other 

organizations.  

Conversely, generic human capital entails information and skills acquired through training and 

education that can be exploited in numerous careers and industries, which include literacy and numeracy 

skills. The fact that the workers are able to sell these skills to other firms who may offer them higher 

wages causes many companies to be reluctant to make large scale investments in general human capital. 

According to Becker (1967), the traditional factors of production like tangible assets such as machinery 

and equipment are comparable to the human capital. Consequently, money can be utilized by conducting 

training, education and improved healthcare so as to build human capital. Just as it is the case in physical 

capital, returns on investments on human capital also influence the overall output level. Human capital 

in this regard can be said to be a productive input and through a constant investment the output levels 

and productivity increase. 
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2.5 Empirical Literature 

 

A few empirical studies have also investigated the correlation between development of human capital 

and economic growth in Nigeria with mixed and inconclusive results depending on the various 

indicators. Sulaiman and Ahmadu (2023) investigated the effect of human capital building on economic 

growth in Nigeria using the annual data between 1982 and 2022. The paper utilised the Ordinary Least 

Squares (OLS) procedure of estimation and used the following variables; government spending on 

education, government spending on health, school enrolments on different levels, and life expectancy. 

The results showed that human capital development plays a significant role in economic growth in 

Nigeria positively. In particular, education and health-related indicators were identified to increase 

productivity and trigger economic growth. The paper has concluded that long-term investment in human 

capital is essential in realizing a long-term economic growth in Nigeria. However, the analysis 

considered the human capital indicators mostly in the aggregate form thus restricting the ability to 

understand the contributions of individual components of the analysis like enrolment in tertiary and life 

expectancy. 

Eniekezimene et al., (2023) examined the connection between the human capital development 

and economic growth in Nigeria through Autoregressive Distributed Lag (ARDL) method between the 

years 1981 and 2021. They used government spending on education, government spending on health 

and school enrolments as proxies to the development of human capital. The findings indicated that 

government spending on health positively significant impacted on economic growth in the short-run, 

whereas government spending on education and school enrolments at tertiary levels had no significant 

and even negative impacts on economic growth. The authors have explained these results by 

inefficiencies in government expenditure and the discrepancy in educational output and demand in the 

labor market. The study is quite complex on the human capital-growth nexus but failed to analyse health 

outcomes like the life expectancy adequately hence the restraint of its conclusions. 

In this study, Ogunleye et al., (2015) performed a time-series analysis of how human capital 

development affects economic growth in Nigeria on a time series since 1981 to 2015. The analysis 

involved use of regression methods and variables included government expenditure on education and 

health, secondary school enrolments and tertiary school enrolments and life expectancy. The findings 

showed that the governmental expenditure on education and health and school enrolment at tertiary level 

had a positive and significant impact on economic growth. The result however showed that life 

expectancy had a negative, statistically non significant correlation with economic growth. The 

conclusion by the writers was that although investment in education and health is critical in the growth 
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of a country, structural issues in the health sector of Nigeria could negate the growth advantages of 

increased life expectancy. 

In their study, Adeleke and Anuolam (2023) investigated the impact of human capital 

development on economic growth in Nigeria with the help of ARDL with the 1999-2022 data. The 

measures of human capital development in the study were the government expenditure on education, 

government expenditure on health, school enrolment, and life expectancy. The results showed that 

education and health spending by the population played a significant role in stimulating economic 

growth in Nigeria but life expectancy and school enrolment were not found to have any significant 

impact. The paper has highlighted that even though the development of human capital is critical towards 

growth, the impact of the individual components of the development is different because of the 

institutional inefficiencies and policy implementation. Nonetheless, the research failed to separate 

school enrolment into various levels especially tertiary education that is vital in advanced skills and 

innovation. 

Ibikunle (2019) specifically concentrated on the correlation existing between government 

spending on health, life expectancy, and economic growth in Nigeria. Based on the time-series data and 

regression analysis, the study estimates that both the expenditure on public health and the life expectancy 

have a positive and significant impact on economic growth. The paper also confirmed a one-way 

causality flowing in the same direction since economic growth causes better life expectancy indicating 

that economic status leads to better health. The research is quite informative on the health aspect of 

human capital, but it failed to include the variables with education implications, thus giving us a half 

picture of the entire human capital-growth correlation. 

The article by Ogunbadejo et al., (2020) examined how schooling and life expectancy relate to 

economic growth in Nigeria using the data between 1970 and 2017. Using a Two-stage least squares 

estimation, the researchers discovered that life expectancy and tertiary school enrolment had positive 

and significant effect on economic growth, whereas primary school enrolment did not have any 

significant effect. The authors came up with the conclusion that tertiary education and better health 

results will be more applicable in motivating economic growth in Nigeria. But the study did not cover 

the government spending variables and hence it could not explain the impact of the government spending 

on education and health outcomes. 

 

2.6 Gap in Literature Review 

 

Although the empirical literature on the relationship between human capital development and economic 

growth in Nigeria has been increasing over the years, there are still a number of gaps that are significant. 

To begin with, the currently researched findings are inconsistent and mixed especially when it comes to 
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the impact of tertiary school enrolment, government spending on education and life expectancy. Such 

inconsistencies complicate it to make conclusive statements to be used in making policies. Second, there 

has been a considerable number of studies that dwell on narrow dimensions of human capital the impact 

of either education or health alone without considering the joint repercussions of tertiary school 

enrolment, government expenditure on health, government expenditure on education, and life 

expectancy as one empirical study. This disjointed method does not allow a full perception of the role 

of the various components of human capital in economic development. Third, certain empirical research 

is based on obsolete data years, and it does not reflect recent changes in the economic, education, and 

health-sector reforms in Nigeria, and emergent problems of population growth and labour market 

change.  

Consequently, their conclusions might not be appropriate in terms of the present-day reality. 

Fourth, some studies adopt aggregate measures of enrolment or expenditure but fail to take efficiency 

and effectiveness of public spending or education achievement and health outcomes. This brings issues 

of whether more spending and enrolment will lead to productive human capital which can help to drive 

growth. Lastly, there is a shortage of focus on the relative significance of tertiary education and life 

expectancy as compared to other human capital metrics even though these are critical in terms of 

ensuring innovation, productivity, and economic growth in the long term. 

 

3.0 METHODOLOGY 

 

Because of the intricate interactions between factors that are difficult to control, this study used a quasi-

experimental research approach, which is frequently employed in the social and management sciences. 

Also, quasi-experimental design is suitable for this study because being a macro study, external 

economic shocks occur at the national level, making random assignment impossible while still allowing 

the researcher to estimate causal effect by exploiting policy changes and temporal variations. The 

majority of the data used in the study was secondary. Human capital development was one of the 

independent factors, and economic growth was the dependent variable. The World Development 

Indicators and the Central Bank of Nigeria (CBN) Statistical Bulletin provided the necessary 

information. For the years 1986–2024, the dataset included all of the variables included in the model. 

The model is expressed mathematically as: 

𝑅𝐺𝐷𝑃𝑅 = 𝛽0 + 𝛽1𝑇𝑆𝐸 + 𝛽2 𝐺𝐸𝐻 + 𝛽3 𝐺𝐸𝐸 + 𝛽4 𝐿𝐸𝑋𝑃 + 𝑢𝑡 …. (3.1)  

RGDPRt = 𝛽0 + 𝛽1𝐿𝑛𝑇𝑆𝐸 + 𝛽2 𝐿𝑛𝐺𝐸𝐻 + 𝛽3 𝐿𝑛𝐺𝐸𝐸 + 𝛽4 𝐿𝑛𝐿𝐸𝑋𝑃 + 𝑢𝑡  ….………………3.2 

ut = The stochastic/error term 
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Where: RGDPR = Real gross domestic product growth rate; GEH = Government expenditure on health; 

GEE = Government expenditure on education; LEXP = Life expectancy, and TSE = Tertiary school 

enrolment rate.  

The apriori theoretical expectations of the signs of the coefficients of the econometric model are given 

as: 𝛽1 > 0; 𝛽2 > 0; 𝛽3 > 0 𝑎𝑛𝑑 𝛽4 > 0 (‘˃’ denotes positive coefficient.) 

Ordinary Least Squares (OLS) multiple regression analysis was used to analyse the data in the 

study. From 1986 to 2024, this method allowed us to test the hypothesis of a positive correlation between 

the dependent and independent variables. Using the statistical software package Econometric Views (E-

Views 10), which is specifically developed for empirical econometric research, the model parameters 

were estimated using the OLS approach.  

 

4.0 RESULTS AND DISCUSSION 

4.1 Results  

 

Table 1: Augmented Dickey-fuller Unit Root Result 

Variable Level First 

difference         

Critical level 

@5%     

Lag(s)      Model Order of 

integration 

LRGDP -3.147002 -8.008515**                    --3.548490             2   Trend & 

Intercept 

I(1) 

TSE -2.352181       -6.792150** -3.548490 2  Trend & 

Intercept 

I(1) 

LGEH -2.550859 -11.20200**                  -3.548490             2  Trend & 

Intercept 

I(1) 

LGEE -3.354066        -6.138559**                    -3.557759            2  Trend & 

Intercept 

I(1) 

LXP -2.136419        -4.180622**                    -3.548490            2  Trend & 

Intercept 

I(1) 

Note: *(**) *** denotes statistically significant at 1%, 5% and 10% level respectively. 

Source: Author’s computation 

 

Life expectancy, government spending on health and education, tertiary enrolment, and real 

GDP growth rate are all found to be stationary at the 5% level of significance according to the 

Augmented Dickey-Fuller (ADF) unit root test. 
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Table 2: Johansen Co-integration Rank Result 

Hypothesized 

No. of CE(s) 
Eigenvalue 

Trace 

Statistic 
Prob.** 

None * 0.735569 91.99357 0.0003 

At most 1 0.540059 46.76767 0.0630 

At most 2 0.255117 20.36131 0.3986 

At most 3 0.187970 10.34736 0.2549 

At most 4 0.091641 3.267940 0.0706 

Source: Author’s Computation  

 

I(1), the trace statistic of the cointegration test for identically integrated variables, shows that 

one cointegrating equation is present at the 5% significance level. This validates the use of the Error 

Correction Model (ECM) since it proves that the variables in the model have a long-run relationship. 

Determining that all I(1) variables are cointegrated is the first step in estimating the over-parameterized 

ECM.  

 

Table 3: Estimated Error Correction Model (ECM) Results 

Variable Coefficient Std. Error t-Statistic Prob.   

C -0.430516 0.726721 -0.592409 0.5582 

D(TSE) -0.701419 0.689223 -1.017695 0.3172 

D(LGEH) -0.989653 1.671687 -0.592008 0.5584 

D(LGEE) 1.455910 1.764114 0.825292 0.4159 

D(LEXP) 2.922208 2.565970 1.138832 0.2641 

ECM(-1) -0.467766 0.163462 -2.861612 0.0077 

R-squared 0.341080     Mean dependent var 0.042867 

Adjusted R-

squared 

0.227473     S.D. dependent var 3.724675 

Prob (F-statistic) 0.026469    

Note: Dependent Variable: D(RGDPR) 

Source: Author’s Computation 

 

Table 3 calculated values suggest that the adjustment speed coefficient, ECM(-1), which is part 

of the error correction term, is close to 0.46. This indicates that the gap between long-term equilibrium 

levels and actual economic growth is being filled in at a rate of 46% every period on average. A 
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statistically significant shift to the long-run equilibrium occurs at a rate of 46% every period as a result 

of the model's adjustment coefficient. This proves that the model used the right approach to fixing errors. 

Also, while looking at the real GDP growth rate (RGDPR) as a measure of economic growth in 

Nigeria, we see that tertiary school enrolment (TSE) correlates adversely. The regression line's 

coefficient of -0.701419, holding all other variables constant, indicates that there will be a 0.70 unit drop 

in economic growth for every unit rise in tertiary school enrolment. With a probability value of 0.3172, 

this impact does not meet the criteria for statistical significance at the 5% level. According to these 

results, enrolment in postsecondary education dampens Nigeria's GDP growth, albeit only slightly. With 

that, we support the null hypothesis, which states that enrolment in postsecondary education does not 

significantly affect economic growth in Nigeria, and reject the alternative hypothesis. 

Similarly, research has shown that government expenditure on health (GEH) has a detrimental 

impact on Nigeria's economic growth. With all else being equal, a one-unit increase in government 

spending on health results in a 0.99-unit decline in economic growth, according to the correlation of -

0.989653. Since the linked result's probability value of 0.5584 is greater than the 5% level, the result is 

not considered statistically significant. Government spending on health has a negative, albeit negligible, 

effect on economic growth, hence we accept the null hypothesis and reject the alternative. 

On the flip side, GEE shows a positive association between GDP growth and government 

spending on education. With all else being equal, the calculated coefficient of 1.455910 shows that a 

one-unit increase in government spending on education boosts economic growth by an average of 1.46 

units. However, with a probability value of 0.4159, it is not significant at the 5% level. This indicates 

that government spending on education has a small but positive effect on economic growth. 

Life expectancy (LEXP) also has a favourable effect on Nigeria's GDP growth, according to 

research. With all else being equal, a one-unit increase in life expectancy results in an increase of about 

2.92 units in economic growth, according to the coefficient of 2.922208. Although the effect is not 

statistically significant, the probability value of 0.2641 is greater than the 5% level of significance. 

Therefore, life expectancy has a small but beneficial effect on GDP growth. With an Adjusted R2 value 

of 0.227473, the model's independent variables account for over 22% of the variance in GDP growth. 

The remaining 78% of the variance is explained by the error term, which includes other factors that were 

not included when developing the model. The F-statistic of 3.002284 with a probability of 0.026469 

indicates that the model passes the 5% test of statistical significance and misspecification. 

 

4.2 Discussion 

 

The results of the Johansen co-integration test show that there is one co-integrating equation at the 5 

percent level of significance because the trace statistic is 91.99 which is above the critical value of 69.82. 
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This result supports the existence of stable long-run relationship between real gross domestic product 

growth rate (RGDPR), tertiary school enrolment (TSE), government expenditure on health (GEH), 

government expenditure on education (GEE) and life expectancy (LEXP). It means that short-run 

fluctuations might happen; however, in the long-term perspective, the variables tend to move in unison. 

This finding consolidates the theoretical stand of the human capital theory and endogenous growth 

theory. It is also in line with the empirical evidence by Sulaiman and Ahmadu (2023) and Adeleke and 

Anuolam (2023), who determined the existence of long-run relationships between human capital 

indicators and economic growth in Nigeria. 

The negative coefficient of the error correction term, ECM (-1) is statistically significant and 

indicates further the long-run relationship between the variables. The coefficient of ECM of -0.468 

suggests that an economic growth with short-run disequilibrium is about 46 percent being rectified in a 

period. This moderately average adjusting speed indicates that the movements off the equilibrium at the 

long-run are corrected gradually. The ECM term is significant and therefore, the error correction 

framework should be used and implies that human capital variables are important when restoring the 

long-run growth equilibrium. The same finding is also in line with Eniekezimene et al. (2023), who 

indicated a high adjustment mechanism in their ARDL-based analysis of human capital and growth in 

Nigeria. 

The ECM outcomes indicate that increase in tertiary school enrolment does not translate to 

immediate benefits in economic growth and it may even have a dampening effect on economic growth. 

This could be as a result of structural problems of the tertiary education system in Nigeria (i.e. low 

quality of teaching, insufficient funding, skills saturation, post-graduation unemployment and long-term 

student inconvenience through industrial strikes). The result supports the findings of Eniekezimene et 

al. (2023) who have established tertiary enrolment as meaningful or weakly related to economic growth. 

Nonetheless, it is the opposite of Ogunbadejo et al. (2020) and Ogunleye et al. (2015), who mentioned 

the positive and meaning influence of tertiary education on growth. The divergence implies that though 

tertiary education is theoretically beneficial to growth it can be ineffective in Nigeria due to institutional 

inefficiencies and poor connections between education and productive sectors of the economy. 

The findings also indicate that growth-enhancing results in the economy are not observed 

immediately following the increase in public spending on health. This observation can be explained by 

weaknesses in health sector expenditure, resource misplaced, corruption, poor health infrastructure, and 

the continuation of poor health despite the high spending. This outcome is consistent with the results of 

Adeleke and Anuolam (2023), who discovered that the effects of the health-related indicators on growth 

were insignificant but contradicts Ibikunle (2019), who indicated that there was a significant and positive 

correlation between health expenditure and economic growth in Nigeria. The gap between the two 
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highlights the relevance of not only health spending volume but also how much the spending is efficient 

and effective in enhancing the health and productivity of the population. 

On the other hand, government spending on education has a positive relation, though do not 

exsert any meaning influence on economic growth. The value of the coefficient of 1.456 implies that an 

increase in the amount of money that the population spends on education can improve the growth of the 

economy, but the impact is insignificant in the short run. This finding suggests that education spending 

has growth benefits which would be delayed, in a way that it would take time before educational 

investments can be converted into skilled labor, innovation, and gains in productivity. It is also in 

agreement with Adeleke and Anuolam (2023), who found positive though inconsistent effects of 

education spending on growth and partially with Sulaiman and Ahmadu (2023) who found the long run 

significance of education spending. The negligence can also be representative of such issues as poor use 

of education resources, deteriorating quality of education and continuing strikes within the education 

sector in Nigeria. 

On the same note, life expectancy is also discovered not to have a meaningful short-run effect 

on economic growth during the study period. The coefficient of 2.922 suggests that economic growth is 

boosted by the life expectancy as it raises the productive life of a person and motivates to invest in 

human capital. Nonetheless, the non-significance of the results indicates that the economic benefits of 

the solution might not be directly realized immediately since the economy has a high rate of 

unemployment and underemployment. This result supports the observation of Adeleke and Anuolam 

(2023), which showed that life expectancy was not significant, but is opposite to Ibikunle (2019) and 

Ogunbadejo et al. (2020), who showed substantial positive changes. The discrepancy underscores the 

fact that there is a probability that the growth effect of life expectancy in Nigeria is moderated by labor 

market and economy absorptive capacity. 

By its relatively low adjusted R2 of 0.227, it means that about 22 percent of the changes in the 

growth of the economy can be explained by the human capital variables incorporated in the model, the 

rest 78 percent is explained by other factors like physical capital, technology, institutional quality, 

macroeconomic stability and external shocks. This finding indicates that as much as the human capital 

development is significant, it is not the only factor that drives economic growth in Nigeria. However, 

the general model is statistically significant, based on the F-statistic and the probability value, which 

proves that the explicatory variables have a joint impact on the economic growth. The statistic of Durbin-

Watson near to 2 also proves the lack of serial correlation, which adds credibility to the obtained 

estimations. 

Generally, the results indicate that although, human capital development variables are related to 

economic growth in Nigeria at a long-run, its short-run effects are not very significant. It means that 
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Nigeria has not been able to use the growth-promoting capability of human capital to its fullest because 

of the structural, institutional and policy-based restrictions. These findings do support the argument that 

not only does it require increased investment in education and health but also enhanced efficiency, 

quality, and encouragement of labor market needs in order to attain sustainable economic growth. 

 

5.0 CONCLUSION 

 

This paper has discussed how human capital development affects economic growth in Nigeria in specific 

reference to tertiary school enrolment, government spending on health, government spending on 

education, and life expectancy. Based on time-series data and applying the Johansen co-integration and 

the Error Correction Model (ECM) method, the study presented the empirical data about the long-run 

and short-run relationships between the indicators of human capital development and economic growth. 

The obtained results of the Johansen co-integration test proved that there is a long-run equilibrium 

relationship between economic growth and the chosen variables of human capital, which means that the 

human capital development is essentially tied to the process of growth in Nigeria over time. The 

statistically significant negative error correction term also indicated that the deviations of long-run 

equilibrium are corrected at a moderate rate of about 46 percent per period, which implies that shocks 

do not affect growth immediately, and after that the system over time, restores itself to equilibrium. 

Although the analysis showed that there was a long-run relationship, short-run ECM analysis 

indicated that tertiary school enrolment and government spending on health had negative and negligible 

impacts on economic growth. This indicates that the growth in enrolment and health expenditure have 

not been associated with immediate growth-enhancing effects, probably because of inefficiencies, lack 

of quality and structural issues in the education and health sectors of Nigeria. On the other hand, 

government spending on education and life expectancy showed positive and statistically insignificant 

effects on the economic growth, which means that the discussed variables can stimulate the growth, but 

the effect might be realized only in the long-term perspective. 

All in all, the results indicate that Nigeria has not exploited the development of human capital 

as a growth-enhancing factor at its fullest. The lack of significance of short-run impacts of major human 

capital indicators indicates the latent causes, which include poor efficiency in government expenditure, 

insufficient quality education and health, poor labor market assimilation, and poor relations between 

human capital investment and productive economic events. The analysis concludes thus that in Nigeria, 

human capital development is necessary, but not sufficient to attain sustainable economic growth unless 

it is accompanied with good policies, institutional reforms as well as complementary investments. 
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It can be concluded on the basis of this study that the following policy proposals can be put forward in 

order to increase the role of human capital development in promoting economic growth in Nigeria: 

1. The adverse and inconsequential effect of tertiary school enrolment on economic development 

implies the need to move away the concern on tertiary school enrolment expansion, instead of 

enhancing the quality of education. The government ought to make the curriculum relevant, 

encourage science, technology, engineering and mathematics (STEM) education and improve 

collaboration between tertiary institutions and industries. This will contribute to the 

minimization of skills mismatch, enhance graduate employability and the productivity impact 

of higher education. 

2. Government would need to increase funding to education according to international standards, 

timely disbursement, and investment in teacher education, research centers and learning 

infrastructure. Constant funding will minimize the interruptions in the education industry and 

improve development of human capital. 

3. There should be increased policies towards accessibility to quality healthcare, better nutrition, 

sanitation and clean water, and combating communicable and non-communicable diseases. 

Better health will increase the working life as well as increase the economic contribution. 
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