THE IMPACT OF EDUCATIONAL EXPENDITURE ON ECONOMIC GROWTH IN NIGERIA

ABSTRACT

This study inspected the connection between educational expenditure and financial economic growth in Nigeria utilizing time series and secondary data from 1981 to 2018, sourced from the Central Bank of Nigeria (CBN), and the World Bank. Significant measurable apparatuses were utilized in investigating the connections between these factors. Stationarity attributes of the factors were tested utilizing the Augmented Dickey Fuller (ADF) procedure on Eviews. The relationships between educational expenditure, and economic growth were test through Ordinary Least Square analysis and Granger Causality test. The study had two hypothesis and its population was Nigeria. Several similar literatures were reviewed to aid in the analysis of our data. The discoveries show that educational expenditure has no causal connection with economic growth. The outcome additionally demonstrated that educational expenditure has a negative and inconsequential relationship with economic growth. The examination credited these discoveries to the way that educational expenditure during the time of study was twisted by superfluous factors, for example, strategy inefficiencies, poor financing, and funds misappropriation, and so forth. The investigation suggests that in accordance with global norms, the educational sector of Nigeria requires an institutional change as far as strategy detailing, execution and tracking finances. Likewise, need must be given to other genuine causal elements to economic growth.

CHAPTER ONE INTRODUCTION
BACKGROUND OF THE STUDY

The Quality of education in Nigeria has been a major cause of concern for the people. Most government schools are massively underfunded, which has created an inconducive learning environment, which consists of, poor educational infrastructure, lack of learning materials, and underqualified teachers. Beyond this, a massive number of children in the country do not have access to an education. As indicated by the UNICEF yearly report of 2019, there are about 12.9 million children of elementary age, who are as of now are out of school. Net Attendance Rate (NAR) was more terrible among young girls (58.8%) contrasted with their young boys (62.2%). An expected 2.9 million school-matured kids need training centred on compassionate help. Regardless of a critical increment in net enrolment rates lately, it is assessed that 10.5 million kids are out of school in Nigeria. Expanded enrolment rates have likewise made difficulties in guaranteeing quality education and acceptable learning accomplishment, as assets are spread all the more meagrely, over a developing number of students. A major macroeconomic goal of every nation, is to improve the level of economic growth by maximising output. Education is vital because it has a positive effect on human capital, which leads to an increase in productivity and an elevated level of economic growth. Human capital can be fundamentally explained as any skill or knowledge that makes an individual more productive. An educated workforce will be able to increase productivity because, it will be inclined to avoid unhealthy practices and habits that hinder maximum productivity. Education improves health, productivity and access to paid employment. (Anyanwu et el, 1997). The quality of education and training of labor in a country, is a key determinant, on how developed the economy of the nation is and the its level of economic growth. Studies have shown correlations between human capital and level of economic growth. According to the human development index of 2018, which measured economic productivity and also human capital by combining indexes of education and health in Human Development Index, showed that, there is a positive links between human capital and economic output.

STATEMENT OF THE PROBLEM.

The Nigerian economy vigorously relies upon oil exports. With worldwide oil costs plummeting, the Finance Minister Zainab Ahmed expressed in March of 2020 that the current year's record 10.59 trillion-naira ($29.42bn) financial plan would be cut by around 15 percent. At that point, she said the underlying expected oil cost of $57 a barrel would be diminished to a most dire outcome imaginable of $30 a barrel. Due to this massive decline in oil price, the need to diversify the economy is greater than ever.

To solve this problem, the government will have to make education a priority. The Keynesian Theory suggests that public expenditure should have a positive effect on economic growth.

Consequently, educational expenditure should have a correlation with sustainable economic growth. Iyoha and Itesde (2003) support this statement by regarding the human factor and level of education as the first and key determinants of a country’s level of economic development.

The Nigerian government has borderline ignored the educational sector. Nigeria has one of the lowest expenditure commitments to education in Africa and by implication the world. In 2022, education accounted for 5.2% of the National Budget. UNESCO’s benchmark for education is 26% of the annual national budget and Nigeria has consistently fallen short of this requirement as it allocated 10.7% in 2016, 6% in 2017, 7.1% in 2018 and 5.9% in 2019 and 5.2% of the 2020 budget has been allocated to education, of which approximately 85.2% of the total allocation accounts for recurrent expenditure (Ciuci Consulting, 2020).

The outcomes of lacking financing of instructive area can't be over accentuated. The inadequate funding of education sector which reflects in the area of poor state infrastructural facilities, irregularities of teacher’s remuneration, inadequate staffing etc. has resulted to intermittent strikes by some unions including the Academic Staff Union of Universities (ASUU), Academic Staff Union of Polytechnics (ASUP) and Non-Academic Staff Union of Universities. This scenario has the ability to increase the rate of illiteracy in the country and reduce the marginal productivity of workers. Therefore, to break out of the vicious circle, there is need to ascertain education impacts on skills and competencies that is central to human development and enhanced worth of life, transporting wide variety benefits to both individuals and societies.

RESEARCH QUESTION.

The following research question will guide the study:

Is there a relationship between educational expenditure and the level of economic growth in Nigeria?

Is there a causal relationship between educational expenditure and economic growth in Nigeria?

OBJECTIVES OF THE STUDY.

The aim of the study is to investigate the impact of educational expenditure on economic growth In Nigeria. The study specifically sought to achieve these objectives:

To investigate if there is a causal link between expenditure on education and economic growth.

To determine the nature of the relationship between educational expenditure and economic growth in Nigeria.

1.5 STATEMENT OF HYPOTHESIS.

h0: There is no causal relationship between educational expenditure and economic growth in Nigeria.
H01: There is causal relationship between educational expenditure and economic growth in Nigeria.
SIGINIFICANCE OF THE STUDY.

Nigeria is the most populated nation in Africa and one of the most populated in the world. The country also has very high illiteracy rate and a regressing economy. In order to boost and create a sustainable economy, the level of human capital in the country has to improve. This could be achieved by investing heavily in the educational sector.

This study will be of importance to policy makers because, it will provide them with information on the impact of education on economic growth and as such aid in policy formulation.

The study could also beneficial to educational authorities and administrators, as it will help propel reforms and transformation where necessary.

SCOPE AND LIMITATIONS OF THE STUDY.

The research is basically for the economy of Nigeria. The study dwelt mainly on the educational expenditure of Nigeria. Other variables were introduced as may be required at a particular point in time. The time frame for the study ranged from 1980 – 2018.

DEFINTION OF TERMS.

Economic Growth: This is an increase in the production of goods and services in a country over a specific period of time. It is usual measured in terms of nominal or real gross domestic product.

Gross Domestic Product (GDP). This is the overall monetary value of all the goods and services produced in a country over a specific period of time. GDP is usually calculated on an annual on quarterly basis.

Educational Expenditure: This refers to the amount allocated by the federal government for education. This covers any expenses by or on schools, universities and other public educational institutions. Educational expenditure is divided into recurrent and capital expenditure.

1.9 ORGANISATION OF THE STUDY.

This study is arranged in five chapters. Following this introductory chapter, chapter two provides the literature review and the theoretical framework. Chapter three specifies the research methodology used in achieving the objectives of the study. Chapter four provides the analysis of the empirical results. Chapter five is the conclusion of the study which provides a summary of the major results, reaches a conclusion based on the findings. It will also identify policy implications of the findings and provide policy recommendations.

CHAPTER TWO

2.1 INTRODUCTION

This chapter reviews multiple literature on the investigation of the impact of government education spending on economic growth. This chapter is divided into five sections. The first section is the introduction, while the second section provides a conceptual framework and reviews conceptual literature. The third section reviews empirical literature and section four captures theoretical literature. Section five is a provides a summary.

2.2. Conceptual Framework
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Figure 2.2: Conceptual Frame of impact of educational expenditure on economic growth Capital and Economic Growth and Human Capital.

The term Economic development is depicted as the positive and continued increment in bunch items (that are purchased and sold) and benefits created in a (cycle of individuals making, selling, and purchasing things) inside a given timespan. According to (Haller, 2012) economic growth is the way toward extending the proportions of public economies, the full-scale budgetary signs, especially the GDP per capita, in an ascendant yet not so much straight bearing, with gainful results on the money related social territory, while innovations gives us how improvement impacts on the overall population by growing the standard of living.

Todaro and Smith (2011) suggested that the sources of economic growth can be traced to a variety of factors. Generally, investment that improve the quality of existing physical and human resources, increases the quality of these same productive resources through invention, innovation and technological progress have been and will keep on being the essential factor in stimulating economic growth in any society. As per Alfred Marshall, “the most significant of all capital, is that invested in individuals”. In theory, educational expenditure, school enrollment and educational attainment are known basic proxies for human capital. Human capital itself refers to investment in human persons that improves productivity and growth.

Generally, there is a consensus among the researchers that human education influences economic growth by reducing poverty incidence, social imbalances as well as income equality. In Nigeria the most important macroeconomic objective remains how to achieve accelerated economic growth and reduce poverty. So as to accomplish this commendable goal, certain factors which can accelerate growth must be distinguished. Of the apparent multitude of contributory components to monetary development and expanded efficiency, human capital stands apart as a significant impetus (Adamu, 2003). To this end, significant investment in human capital through the availability of quality education is a key component of economic growth and improved productivity in developing countries like Nigeria.
Recurrent   Educational   Expenditure   and   Economic   Growth    in    Nigeria 

(Odeleye, 2012) examined the connection between education and economic growth in Nigeria utilizing a relative explanatory methodology. The discoveries demonstrated a significant relationship between recurrent expenditure and economic growth. (Obi and Obi 2014) made use of statistical time series data from 1981 to 2012, utilizing the Johansen's co-integration and ordinary least square (OLS) econometric methods to research the association between total national output (GDP) and recurrent educational expenditure. Discoveries showed that however a positive relationship is present between educational expenditure and economic growth, but in the long-run. (Oluwatosin and Ogunrinola, 2011) investigated the effect of state recurrent educational expenditure on economic growth in Nigeria. The examination utilized an adjusted Solow model and found a positive connection between economic growth (real GDP) and recurrent expenditure. (Ojewumi and Oladimeji, 2016) employing multiple correlation model investigated the effect of budgetary allocation by the government to education on the enhancement of education. the results indicated a negative influence on economic growth. The research hence suggested that the high level of corruption prevalent within the educational sector should be checked to make sure that funds meant for education within the sector are prudently allocated.

(Modebe, Okafor, Onwumere and Ibe, 2012) used a disaggregated approach to look at the impact of state recurrent expenditure on economic growth in Nigeria from 1987-2010. The study adopted a three-variable multivariate analysis model. Results revealed that recurrent expenditure had a positive but non-significant impact on economic growth. The study recommended a rise privately sector investment which seems more efficient. (Imoughele and Ismaila, 2013) examined the effect of public educational expenditure on Nigeria’s economic growth using annual statistic data (1980 - 2010) and therefore the Johansen co-integration, unit root test furthermore as error correction model. The empirical results showed that there's a long-run relationship between gross domestic product and academic investment. The study discovered that recurrent expenditure had direct and insignificant effect on Nigeria’s economic growth. The policy significance of the study was that public investment in education sector is imperative and will be complemented with private investment. (Ohwofasa, Obeh and Atumah, 2012) investigated the connection between government recurrent and cost on the education sector and economic growth in Nigeria, using the Johansen co-integration technique and error correction model. The co-integration results showed a shot- run negative and long-run positive relationships between the variables. The paper therefore recommended among other things, improvement in government expenditure in educational sector especially on the capital component to spice up economic growth in Nigeria. (Ifionu and Nteegah, 2013) examined the impact of presidency investments in education on economic growth in Nigeria from 1981-2012. Employing the normal least square technique, the paper found that government recurrent expenditure on education had significant implications on economic growth. It recommended a rise in government budgetary allocation to the education sector from the current but 15% to the United Nations Development Programme /UNESCO recommendation of 26% allocation to the world, improvement within the welfare of educational staff and regular monitoring of funds and services rendered within the sector to confirm improved    standards    as    possible    ways    of     striving     for     education growth still as economic growth in Nigeria.

Capital Educational Expenditure and Economic Growth in Nigeria

(Omojimite, 2011)examined issues addressing the effectiveness of the Nigerian education sector in meeting the human capital needed for economic development in an era of reforms. The study revealed that the world lags behind altogether the indications won’t to assess its effectiveness. The paper recommended major reforms within the sector including increased funding, overhaul of college curricula and introduction of a replacement incentive structure for college workers. (Torruam, Chiawa and Abur, 2014) observed that the overall view on recurrent and cost is that it may be growth enhancing. The study used co-integration and error correction technique to test the impact   of   public   expenditure   on   tertiary   education and economic process in Nigeria. it had been concluded that public expenditure on tertiary education has positive impact on economic process in Nigeria. It absolutely was recommended that government and personal sectors should partner by mobilizing resources to furnish tertiary institutions and equip them with adequate facilities so as to boost tertiary education development
for
sustainable economic
process. Dauda (2009) empirically investigated the connection between investment in education and economic process in Nigeria, using annual statistic data from 1977 to 2007. The paper employed Johansen co-integration technique and error correction methodology. Empirical results indicate that there was, indeed a long-run relationship between investment in education and economic process and intrinsically, policy makers were advised to boost educational investment so as to accelerate growth. An augmented Solow model study by Oluwatobi and Ogunrinola (2011) on the impact of state cost on education and its effect on economic process revealed a negative relationship between cost and growth (real output) in Nigeria Ohwofasa, Obeh and Atumah (2012) investigated the link between government recurrent and cost on the education sector   and economic   process in   Nigeria.   The   study employed statistic data spanning 1986 to 2011, using the Johansen co-integration technique and error correction model. The co-integration result showed short-run negative and long-run positive relationships between the variables. On the opposite hand, cost on education had a negative impact on economic process within the amount. The study therefore recommended among other things, improvement in government expenditure in educational sector especially on the capital component to spice up economic process in Nigeria. Modebe, et al (2012) examined the impact of presidency expenditure on economic process in Nigeria from 1987- 2010 employing a three variable multiple correlation model and located that cost exhibited a negative and nonsignificant impact on economic process.   The   study recommended a rise privately sector investment which seems more efficient. Ifionu and Nteegah (2013) studied the impact of state investments in education on economic process in Nigeria from 1981-2012 using the OLS technique and located that government cost on education had significant implications on economic process. The authors recommended a rise in government budgetary allocation to the education sector up to the United Nation Development Program (UNDP)/UNESCO 26% recommendation, improvement within the welfare of educational staff and regular monitoring of funds and services rendered within   the sector. Imoughele and Ismaila (2013) examined the effect of public educational expenditure proxied as recurrent and capital educational expenditure on Nigeria’s economic process using annual statistic data from 1980 to 2010.The study employed Johansen co-integration, unit root test and error correction methodology. The empirical results showed that there's an extended run relationship between gross domestic product and academic investment. Also, the study found that capital educational expenditure had direct and insignificant effect on Nigeria’s economic process.

2.3 THEORETICAL FRAMEWORK
Human Capital Theory

Jeff and Laura (2014) reviewed human capital theory propounded by Walter Heller 1960s. they found the rationale why education is giving a central role in federal policy within the USA. in keeping with their study, before Kennedy’s assassination in 1963, he met with Heller to appear into the poverty situation of the us. When eventually, President Johnson took over, Heller shared with him, Kennedy’s conceive to eradicate poverty and promote economic growth through education of human capital. Johnson keyed into the plan. Human capital formation through expenditure on education was practically linked to future growth. Education also became a robust tool for fighting poverty, since there was obvious impact on the overall income of the state. in step with them, the American’s poor were poor because they did not work towards educational attainment. The proponents of this theory therefore believe that education of human capital has the capacity and capability to eradicate poverty and produce about economic development. EFA (2015), reported that “the UBE program is an expression of the need of the govt. of Nigeria to fight poverty and reinforce participatory democracy by   raising the   amount of   awareness   and   general   education   of the complete citizenry”. This study is in support of human capital theory because it believes that education is that the solution of economic problems for Nigeria as a nation.

Modernization Theory

Modernization theory centers around how education changes a person's worth, conviction and conduct. Current qualities are being instilled in individuals when they are presented to present day foundations, for example, schools, online media, web and factories. McClelland (1961) research work brought forth modernization hypothesis. He believes that specific social orders are better and progressed in view of their character styles and social contrasts. As a social psychologist, he tries to explain why some societies are faster in social and technological advancement. This hypothesis is attempting to urge social orders to be open and adjust to current methods of getting things done by method of grasping innovative changes.

2.4 REVIEW OF EMPIRICAL STUDIES

This topic is   of   real   importance,   which   has   resulted   to   ample   research. Muhammed and Benedict (2015) employing a Co-integration and Granger Causality tests, analyzed the effect of educational expenditure in Nigeria on economic growth. Their findings suggested, that a co-integration between real rate of GDP, and government expenditure on education and first school enrollment existed. The findings, also showed that there's no causality between real rate, government expenditure and first school enrollment. Chude and Chude (2013) examined the impact of public educational expenditure in Nigeria and economic growth. Their study, indicated an extended run positive significant relationship between total expenditure and economic process. Lawal and Wahab (2011) analyzed the correlation between educational expenditure and economic growth in Nigeria, using a standard Least Square (OLS) technique to derive the model. The study, determined that educational expenditure contains a direct and significant effect on economic growth. Dauda (2009), examined the link between investment in education and economic growth in Nigeria, employing a Johansen co-integration technique and a slip-up correction methodology. The result, showed there was a long-run relationship between educational investment and economic growth. The study recommended that the govt. should prioritize and increase the extent of investment in education to enhance the speed of economic growth within the country. (Obi and Obi, 2014) studied the impact of education expenditure on economic growth as a way of achieving the required socio- economic change needed in Nigeria. The Johansen’s co-integration analysis and ordinary least square (OLS) econometric techniques were the statistical tool applied to research the connection between gross domestic product (GDP) and recurrent education expenditure. The result indicated a positive relationship between education expenditure and economic growth, but an extended run relationship doesn't exist over the amount under study. The study observed that this puzzle is as a result of labour market distortions, redundancy of the workforce, industrial dispute and job discontinuities still as leakages within the Nigerian society like drain, among others. It invariably concluded that educational sector in Nigeria has not performed for sure. The half-baked graduates, cultism and high the speed at which individuals drop-out of colleges is alarming. The study therefore suggested total review and overhauling of the education system through efficient use of public resources, good governance, accountability and transparency.

Employing a comparative analytical approach Odeleye (2012), analyzed the relationship between economic growth and educational expenditure in Nigeria. His research revealed, that only recurrent expenditure had a significant impact of Nigeria’s economic growth. Ojewumi and Oladimeji (2016) empirically examined the effect of government funding on the growth of education in Nigeria. In the study, public expenditure on education was classified into two categories (recurrent and capital expenditure). OLS econometrics technique was used to analyze the data. The major finding showed that the impact of both capital and recurrent expenditure on educational growth were negative in Nigeria for the study period. The study recommended that the high level of corruption prevalent in the educational sector should be checked to ensure that funds meant for education especially capital expenditure in the sector are judiciously appropriated. Government at different levels in Nigeria should also increase both capital and recurrent expenditures to boost educational sector in Nigeria up to the United Nations‟ recommendation. Urhie (2014) examined the effects of the components of public education expenditure on both education attainment and economic growth in Nigeria. The study employed Two Stage Least Squares estimation technique to examine the hypotheses. The outcome revealed that both recurrent and capital expenditures on education have different effects on education attainment and economic growth. That is, public education expenditure has both direct and indirect effects on economic growth. Recurrent expenditure had a positive and significant impact on economic growth while capital expenditure had a negative impact. (Adetomobi and Ayanwale, 2006) examined the link between education expenditure trend, higher education student enrolment and unemployment and economic growth in Nigeria. The results showed that government funding was unstable and unpredictable, capital and recurrent funding are only a very small fraction of the nation’s budget, total enrolment contrasts sharply with level of employment and the proportion of GDP that goes to education is still low. Modebe, Okafor, Onwunere and Ibe (2012) analyzed the impact of government recurrent expenditure on economic growth in Nigeria. They discovered, that government recurrent expenditure had a positive but insignificant impact on economic growth. They recommended, an increase in the private sector investment in education. Oluwatobi and Ogunrinola (2011) using a Solow model, examined the impact of government recurrent educational expenditure and health in Nigeria on economic growth. Their findings showed, a positive relation between recurrent expenditure and real economic output. The study recommended, an effective allocation of government expenditure on education and health to aid the rate of economic growth. Ifionu and Nteegah (2013), using the OLS technique, analyzed the impact of government expenditure on economic growth in Nigeria. The study found that, recurrent educational expenditure had a significant effect on economic growth. The study went further, to recommend a steady increase, the percentage of budgetary allocation to education, to match the recommended 26% by UNESCO.

Edeh, Obi and Obi (2018) explore the impact of education spending on poverty eradication in Nigeria from 1999 to 2017. The method of ordinary least square regression analysis was used to analyze the time series data. The research found that education expenditure has no significant impact on poverty reduction in Nigeria. In addition, human capital development is not yielding to poverty reduction in Nigeria. Healthcare and Vocational training should be encouraged by increased funding and monitoring to improve the quality of human resources. In the same vein, Ikram and Jawad (2018) examined the impact of education expenditure on literacy rate of Pakistan. Time series data from 2004 to 2016 has been used for analysis. The Design methodology approach was used in the analysis and the research findings revealed that expenditure on education percentage of GDP is found to have significant and positive and unemployment rate is found to have significant and negative impact on literacy rate. Similarly, Tomić (2015) examined a comparative analysis of investment funds in the education systems of the European Union and BRICS, and it is shown that there is a positive correlation between public expenditure on education and the value of GDP of the country.

Obi and Obi (2014) focused on the impact of education expenditure on economic growth as a means of achieving the desired socio-economic change needed in Nigeria from 1981 to 2012. The Johansen’s co-integration analysis and ordinary least square (OLS) econometric techniques were used in the analysis. The research findings probe that though a positive relationship subsists between education expenditure and economic growth, but a long run relationship does not exist over the period under study. The study also revealed that this puzzle is attributable to labour market distortions, redundancy of the workforce, industrial dispute and job discontinuities as well as leakages in the Nigerian society such as brain drain, among others. In the same vein, Dauda (2011) probe the effect of government educational spending and macroeconomic uncertainty on schooling outcomes in Nigeria for the period from 1975 to 2007, using the econometric methods of cointegration and error correction mechanism together with the Vector Autoregression methodology. The result indicates that schooling outcome cointegrated with all the identified explanatory variables. The study indicates that public educational spending impacts positively on schooling outcome while macroeconomic instability impacts negatively. The variance decomposition analysis shows that “own shocks” constitute the predominant source of variation in schooling outcome. The impulse response analysis shows that any unanticipated increase in the macroeconomic uncertainty rate will have a contractionary impact on literacy rate.

Ohwofasa, Obeh and Atumah (2012) employed a Johansen co-integration technique and an error correction model, to examine the relation between government recurrent and capital expenditure and economic growth. The study provided results showing that capital expenditure had a negative impact on economic growth. Modebe, et al (2012), using a multiple regression model, investigated the effects of government expenditure in Nigeria on economic growth. The study discovered that, capital expenditure had a negative and insignificant effect on economic growth in Nigeria. The study recommended, that to achieve a more efficient and significant impact on economic growth, private sector investment on education has to increase. Furthermore, Odubunmi (2009) examined the correlation between expenditure on education and human capital development in Nigeria. This study however reveals that there is no correlation between education expenditure and human capital development in Nigeria. Using Ordinary Least Square (OLS) method of analysis, Okuneye, Maku and Ayinla (2008) examined the impact of public on education on the economic growth and development in Nigeria. The research observes that misplacement of priority, poor budgetary allocation, and lack of political will to education has been the bane behind the dwindling fortune of the educational sector in Nigeria. Also, Anyanwu and Erhijakpor (2007) used a panel data for African countries from 1990 to 2002 to investigate the relationship between government expenditure on education and enrolment at the primary and secondary school levels with illustrations from the SANE countries (South Africa, Algeria, Nigeria and Egypt) find out that government expenditure on education has a positive impact on education attainment. Ogbu and Gallaghor (1991) in a study of five African countries, attempt to establish whether education outcome is affected by the composition of public education spending. The results indicated that enrolment rates are significantly affected by the composition of public education spending.Ifionu and Nteegah (2013) investigated the effects of government educational expenditure on economic growth in Nigeria. They employed the OLS technique and discovered that capital expenditure had a significant implication on economic growth. Other than the oblivious increase in government allocation for education, they also recommended that, funds should be monitored regularly, to ensure efficient utilization.

2.5 Summary of Review

The reviewed literatures, investigated the relationship between government education expenditure and economic growth in Nigeria. Most of the studies analyzed, this relationship by employing key variables which include recurrent, capital and total expenditure and GDP. They also used the OLS and Johansen’s co-integration technique in their analysis.

The studies had a variety of results and recommendations. Some research found a positive but non-significant relationship between recurrent expenditure and economic growth and others

showed just a positive relationship. Capital expenditure was also shown to exhibit a significant effect on economic growth in Nigeria.

The most consensus recommendation, was an increase in budgetary allocation for the education sector. Other authors proposed, several other recommendations, like increasing private sector investment in education and monitoring government funds to improve efficiency

CHAPTER THREE RESEARCH METHODOLOGY

INTRODUCTION

This chapter examines the procedure for carrying out the study. They include: research design, model specification, variable in the model, data required and method of data analysis.

3.2 Research Design

A quantitative research design was adopted in this study in order to analyze the relationship between educational expenditure and economic growth. The design was suitable for the study as the study sought to do a critical analysis on the impact of educational spending on economic growth.

3.3 Method of data collection

Data will be collected from a secondary source. These are data from textbook Journal etc. Data for the study would be sourced from Central Bank of Nigeria (CBN) statistical Bulletin 2019 and the World Bank.

3.4 Method of Data Analysis

A unit root test was used to analyze the time series data to test for stationarity. An Augmented Dickey Fuller Test on Eviews will be used to test for stationarity.

The Johansen Cointegration Test on Eviews is used to test for cointegration. This analysis proves the existence of a long-term equilibrium relationship amongst the time series variables.

Granger causality test would be used to analyze the patterns of correlation between educational expenditure and economic growth in Nigeria. The Granger causality test will also be used to test the relationship between l educational expenditure and economic growth.

3.5 Model Specification

Using the augmented Solow model by Mawkin, Romer and Weil (1992) and the Keynesian postulate, a linear regression model is established as below:

𝑅𝐺𝐷𝑃 = 𝐹(𝐸𝐷𝑋, 𝐺𝐶𝐹, 𝐹𝐷𝐼, 𝑟) + 𝐸𝑡……………..(1)
𝑊ℎ𝑒𝑟𝑒; 𝑅𝐺𝐷𝑃 = 𝑟𝑒𝑎𝑙 𝑔𝑟𝑜𝑠 𝑑𝑜𝑚𝑒𝑠𝑡𝑖𝑐 𝑝𝑟𝑜𝑑𝑢𝑐𝑡

EDX = educational expenditure

GCF gross capital formation

FDI = foreign direct investment 

R = interest rate

Et = error term

Assuming a linear relationship, equation (1) can be stated in a more econometrical form as follows:

𝑅𝐺𝐷𝑃 = 𝑏0 + 𝑏1𝐸𝐷𝑋 + 𝑏2𝐺𝐶𝐹 + 𝑏3𝐹𝐷𝐼 + 𝑏4𝑟 + 𝐸𝑡 … … … (2)
𝑊ℎ𝑒𝑟𝑒; 𝑏0 = 𝑠𝑙𝑜𝑝𝑒 𝑖𝑛𝑡𝑒𝑟𝑐𝑒𝑝𝑡,

𝑏1 = coefficient of educational expenditure,

𝑏2 = coefficient of gross capital formation,

𝑏3 = coefficient of foreign direct investment,

𝑏4 = coefficient of interest rate

A priori expections; 𝑏1 𝑏2 > 0

CHAPTER FOUR

DATA ANALYSIS, RESULT AND DISCUSSIONS

Introduction

This chapter of the study presents the result of the analysis. Section 4.2 details the results of a unit root test on our data ensure stationarity and the cointegration. Section 4.2 also contain the regression analysis to determine the relationship between the independent variables and dependent variables. Section 4.3 includes the test results of the hypothesis of the study. Finally, Section 4.4 contains the discussion of the findings form all the analysis carried out.

Data Analysis

Table 4.1: Unit root test.

	Variable
	Level
	First Difference
	Coefficient at Level
	Coefficient at 1St

Difference

	EDX
	0.1375
	0.0000
	-0.086920
	-1.200212

	GCF
	0.9572
	0.0001
	0.001259
	-0.937656

	FDI
	0.5955
	0.0000
	-0.057613
	-1.318439

	r
	0.1349
	0.0000
	-0.282787
	-0.1.570484

	RGDP
	0.9496
	0.0178
	-0.000338
	-0.480909


Source: Eviews

The result from the Augmented Dickey-Fuller test to check for stationarity shows that all the variables are non- stationary at level. The test at first difference showed the variables to be stationary. This allows for further use of the variables for analysis, ensuring the absence of spurious regression.

A Johansen cointegration Test on Eviews was also carried out to test for cointegration. The p value of the null hypothesis (None*) was 0.0000 which is less than alpha, at 5% significant

level. This indicates that, the variables are cointegrated, meaning there is a long equilibrium relationship between them.

Table 4.2: Multiple Regression Analysis

	Variable
	Coefficient
	R-squared
	Adjusted R-

squared
	Std errors
	D-W stat

	EDX
	-0.025175
	0.941355
	0.934247
	0.047086
	0.472850

	FDI
	-0.017150
	
	
	0.043973
	

	GCF
	0.0296430
	
	
	0.066249
	

	r
	-0.003040
	
	
	0.006755
	


Source: Eviews

Table 4.2 shows the result of multiple regression, which shows the relationship between the individual independent variables and the dependent variable. EDX, FDI, r is shown to have a negative relationship with RGDP. GCF as seen in the table is the only independent variable to have a positive relationship with RGDP. The model has an R-squared value of 0.942355, which mean about 94% of the variations or changes in RGDP can be explained or attributed to the independent variables. An adjusted R-squared value means the model is a goof fit.

Note: The model has a Durbin Watson value of 0.04728, which means there is the presence of Auto-Correlation

Table 4.3: P-value Test

	Variable
	P-value

	EDX
	0.05965

	FDI
	0.06990


	GCF
	0.0001


Source: Eviews

A P-value test was conducted, to determine if the independent variables are significant. The result as seen in Table 4.3 show that EDX, FDI and r

are not significant in explaining the changes in RGDP. GCF with a p-value of 0.0001 is the only independent variable that is significant in explaining the changes in RGDP.

Test of Hypothesis

h0: There is no causal relationship between educational expenditure and economic growth in Nigeria.
𝒉𝟏: There is causal relationship between educational expenditure and economic growth in Nigeria.
The Granger causality test allows an analysis, to determine if a certain variable(x) leads to (causes) another variable (y). A variable x granger causes y if the past variables of c ban help explain y.

Table 4: Granger Causality Test.
	Variable
	P-value

	EDX
	0.0829

	GCF
	0.00419

	FDI
	0.0167

	R
	0.8372


Source: Eviews

The result in table 4, imply that EDX with a p-value of 0.0829 after the Granger causality test was done, do not cause changes in RGDP. This conclusion is determined, because its p-value was greater than alpha (5%).

Therefore, the null hypothesis is accepted and the alternate hypothesis is rejected.
Discussion of Findings

The Ordinary Least Square analysis determined that EDX has a negative and insignificant relationship with RGDP. This analysis is similar with the findings of Ojewumi and Olademji (2016), that educational expenditure had a negative and insignificant effect on growth. They attributed, this to the high level of corruption prevalent in education sector in Nigeria. Out of the four independent variables used in augment Solow model only GCF had a positive and significant relationship with RGDP.

After testing the hypothesis of the study, using a Granger Causality Test, the result showed that educational expenditure does not cause economic growth. The causality analysis proves that, there are other real causal factors of economic growth, like Foreign Direct Investment (FDI) and Gross Capital Formation (GCF).

CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION

Summary of Findings

The investigation looks at the effect of expenditure on education on economic growth. The introduction gives the foundation of the investigation and the examination issues. The principle goal of the investigation is to decide the connection between educational expenditure and economic growth. The theories provided guidance to the examination. The initial segment of the work additionally archives data on the criticalness, extension and territories of the examination.

Assessment of similar literatures introduced data on the system strategy, and methodology utilized in other investigations. These incorporated the exploration configuration, model detail and wellsprings of information, organization of instrument, and technique for information investigation.

Then the result analysis and conversation which zeroed in on the exhibition of information addressing the examination questions, introduction and examination of data to test the hypothesis, rundown of discoveries, and conversation of discoveries. The investigation finished with a rundown of all the five (5) sections, the end, the proposals, the impediments, recommendations for additional examinations and commitments to information.

Conclusion

The study set out to determine the nature of relationship between educational expenditure (EDX) and economic growth (RGDP). It also investigated the causal link between the variables. The study concluded that educational expenditure has a negative and insignificant relationship with economic growth. The study provides results that show that there is no causal link between educational expenditure (EDX) on economic growth.

In conclusion the findings, suggest that educational expenditure is insignificant in achieving economic growth, and also is not a real causal factor which leads to economic growth.

Recommendation

Following the discussion of the findings of this study, several recommendations and suggestions are suitable to improve the Nigerian economy.

The Nigerian educational sector still requires adequate funding. There is need for the government to increase the level of funds directed to this sector. This study recommends that the Nigerian government gradually increases the share of educational allocation from the budget, to match the benchmark of 26% set out by UNESCO.

The issue of corruption in the country is also prevalent in the educational sector.

This result to the inefficient impact of educational expenditure on the public, limiting the influence on economic growth. This study recommends efforts to be made, to improve the efficiency of the expenditures, allocated to the education sector.

This study also recommends that the government should focus on other factors, that have real causal impact on economic growth. These factors include, technology, security and power. These are aspects of the country’s economy, that if improved will have a massive impact on economic growth.

Suggestion for Further Research

This study investigated the nature of the relationship between educational expenditure and economic growth. Further research could be carried out on this particular topic, using a different variable like nominal gross domestic product.

Other studies can investigate the issue of efficiency, in an attempt to discover the role corruption plays in the efficient use of government expenditure. The quality of education, is also an important aspect to research. It is also imperative to examine the level of enrollment rate in different educational levels and its impact on economic growth.
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APPENDIX

Ordinary Least Square analysis Dependent Variable: LRGDP Method: Least Squares

Date: 09/21/20 Time: 10:25 Sample: 1981 2018

Included observations: 38


	Variable
	Coefficie nt
	Std. Error
	t-Statistic
	Prob.

	LGCF
	0.296430
	0.066249
	4.474469
	0.0001

	LFDI
	-0.017150
	0.043973
	-0.390006
	0.6990

	LEDX
	-0.025175
	0.047086
	-0.534656
	0.5965

	R
	-0.003040
	0.006755
	-0.450036
	0.6556

	C
	8.373897
	0.345007
	24.27167
	0.0000



Mean dependent

R-squared
0.941355var
10.26894

Adjusted R-

squared
0.934247
S.D. dependent var 0.561186

Akaike info

S.E. of regression
0.143902criterion


- 0.917292

Sum squared

resid
0.683355
Schwarz criterion


- 0.701820

Hannan-Quinn Log likelihood
22.42855criter.


- 0.840629

Durbin-Watson

F-statistic
132.4270stat
0.472850

Prob(F-statistic)
0.000000


Cointegration

Date: 09/21/20 Time: 10:13 Sample (adjusted): 1986 2018

Included observations: 33 after adjustments Trend assumption: Linear deterministic trend Series: LRGDP LGCF LFDI LEDX R

Lags interval (in first differences): 1 to 4


Unrestricted Cointegration Rank Test (Trace)

	Hypothesize

d
	
	Trace
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	None *
	0.979426
	309.5988
	69.81889
	0.0000

	At most 1 *
	0.930713
	181.4356
	47.85613
	0.0000

	At most 2 *
	0.847159
	93.34235
	29.79707
	0.0000

	At most 3 *
	0.549797
	31.35656
	15.49471
	0.0001

	At most 4 *
	0.141134
	5.020696
	3.841465
	0.0250



Trace test indicates 5 cointegrating eqn(s) at the 0.05 level


	“Causality Tests.”

Pairwise Granger Causality Tests Date: 09/21/20 Time: 10:22 Sample: 1981 2018

Lags: 2
	

	Null Hypothesis:
	Obs
	F-

Statistic
	Prob.

	R does not Granger Cause LRGDP
	36
	0.17871
	0.8372

	LRGDP does not Granger Cause R
	
	1.74127
	0.1920



	Pairwise Granger Causality Tests Date: 09/21/20 Time: 10:20 Sample: 1981 2018

Lags: 2
	

	Null Hypothesis:
	Obs
	F-

Statistic
	Prob.

	LGCF does not Granger Cause

LRGDP
	36
	3.51930
	0.0419


LRGDP does not Granger Cause LGCF
1.20799
0.3125

	Pairwise Granger Causality Tests Date: 09/21/20 Time: 10:20 Sample: 1981 2018

Lags: 2
	
	
	

	Null Hypothesis:
	Obs
	F-

Statistic
	Prob.

	LFDI does not Granger Cause

LRGDP
	36
	4.68131
	0.0167

	LRGDP does not Granger Cause LFDI
	0.78959
	0.4630

	Pairwise Granger Causality Tests Date: 09/21/20 Time: 10:18 Sample: 1981 2018

Lags: 2
	
	
	

	Null Hypothesis:
	Obs
	F-

Statistic
	Prob.

	LEDX does not Granger Cause

LRGDP
	36
	2.70155
	0.0829



LRGDP does not Granger Cause LEDX
0.00942
0.9906


UNIT ROOT TEST ON EVIEWS.

EDX at Level Null Hypothesis: LEDX has a unit root

Exogenous: Constant

Lag Length: 8 (Automatic - based on SIC, maxlag=9)


	 SHAPE  \* MERGEFORMAT 



	t-Statistic
	Prob.*

	Augmented Dickey-Fuller test statistic
	-2.451008
	0.1375

	Test critical

values:
1% level
	-3.679322
	

	5% level
	-2.967767
	

	10% level
	-2.622989
	



*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation Dependent Variable: D(LEDX)

Method: Least Squares

Date: 09/28/20 

Time: 11:28 

Sample (adjusted): 1990 2018

Included observations: 29 after adjustments


	Variable
	Coefficien t
	Std. Error
	t-Statistic
	Prob.

	LEDX(-1)
	-0.086920
	0.035463
	-2.451008
	0.0241

	D(LEDX(-1))
	-0.362587
	0.151993
	-2.385549
	0.0276

	D(LEDX(-2))
	-0.276836
	0.146456
	-1.890237
	0.0741

	D(LEDX(-3))
	-0.400170
	0.158847
	-2.519210
	0.0209

	D(LEDX(-4))
	-0.074754
	0.152792
	-0.489256
	0.6303

	D(LEDX(-5))
	0.352085
	0.159656
	2.205281
	0.0400

	D(LEDX(-6))
	0.244549
	0.127079
	1.924387
	0.0694

	D(LEDX(-7))
	0.248093
	0.108652
	2.283374
	0.0341

	D(LEDX(-8))
	0.392984
	0.099587
	3.946134
	0.0009

	C
	0.510587
	0.266503
	1.915878
	0.0706



Mean dependent

R-squared
0.709058
var
0.169875

Adjusted R-

squared
0.571243
S.D. dependent var 0.365166

	
	Akaike info
	

	S.E. of regression
	0.239109
	criterion
	0.243003

	Sum squared
	
	
	

	resid
	1.086288
	Schwarz criterion
	0.714484

	
	
	Hannan-Quinn
	

	Log likelihood
	6.476458
	criter.
	0.390665

	F-statistic
	5.145005
	Durbin-Watson stat
	1.890250

	Prob(F-statistic)
	0.001313
	
	



Null Hypothesis: D(LEDX) has a unit root Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=9)


	 SHAPE  \* MERGEFORMAT 



	t-Statistic
	Prob.*

	Augmented Dickey-Fuller test statistic
	-7.220857
	0.0000

	Test critical

values:
1% level
	-3.626784
	

	5% level
	-2.945842
	

	10% level
	-2.611531
	



*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation Dependent Variable: D(LEDX,2)

EDX at First Difference Method: Least Squares Date: 09/28/20 Time: 11:42

Sample (adjusted): 1983 2018

Included observations: 36 after adjustments


	Variable
	Coefficien t
	Std. Error
	t-Statistic
	Prob.

	D(LEDX(-1))
	-1.200212
	0.166215
	-7.220857
	0.0000

	C
	0.209746
	0.083393
	2.515146
	0.0168

	 SHAPE  \* MERGEFORMAT 



Mean dependent

	R-squared
	0.605297
	var
	0.010937

	Adjusted R-
	
	
	

	squared
	0.593688
	S.D. dependent var
	0.740952

	
	
	Akaike info
	

	S.E. of regression
	0.472302
	criterion
	1.391557

	Sum squared
	
	
	

	resid
	7.584359
	Schwarz criterion
	1.479531

	
	
	Hannan-Quinn
	

	Log likelihood
	-23.04803
	criter.
	1.422262

	F-statistic
	52.14077
	Durbin-Watson stat
	2.085916

	Prob(F-statistic)
	0.000000
	
	


 SHAPE  \* MERGEFORMAT 



Null Hypothesis: LFDI has a unit root Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=9)


	 SHAPE  \* MERGEFORMAT 



	t-Statistic
	Prob.*

	Augmented Dickey-Fuller test statistic
	-1.350614
	0.5955

	Test critical

values:
1% level
	-3.621023
	

	5% level
	-2.943427
	

	10% level
	-2.610263
	



*MacKinnon (1996) one-sided p-values.

FDI at Level

Augmented Dickey-Fuller Test Equation Dependent Variable: D(LFDI)

Method: Least Squares Date: 09/28/20 Time: 11:46 Sample (adjusted): 1982 2018

Included observations: 37 after adjustments


Coefficien

Variable
t
Std. Error t-Statistic
Prob.


LFDI(-1)
-0.057613 0.042657
-1.350614
0.1855

C
0.418456   0.201092
2.080914
0.0448


Mean dependent

	R-squared
	0.049537
	var
	0.207741

	Adjusted R-
	
	
	

	squared
	0.022381
	S.D. dependent var
	0.780545

	
	
	Akaike info
	

	S.E. of regression
	0.771761
	criterion
	2.372254

	Sum squared
	
	
	

	resid
	20.84652
	Schwarz criterion
	2.459331

	
	
	Hannan-Quinn
	

	Log likelihood
	-41.88670
	criter.
	2.402953

	F-statistic
	1.824159
	Durbin-Watson stat
	2.559386

	Prob(F-statistic)
	0.185487
	
	



Null Hypothesis: D(LFDI) has a unit root Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=9)


t-Statistic
Prob.*


Augmented Dickey-Fuller test statistic -7.979935
0.0000


	Test critical
	

	values:
	1% level
	-3.626784

	
	5% level
	-2.945842

	
	10% level
	-2.611531



*MacKinnon (1996) one-sided p-values.

FDI at First Difference

Augmented Dickey-Fuller Test Equation Dependent Variable: D(LFDI,2)

Method: Least Squares Date: 09/28/20 Time: 11:47 Sample (adjusted): 1983 2018

Included observations: 36 after adjustments


	Variable
	Coefficien t
	Std. Error
	t-Statistic
	Prob.

	D(LFDI(-1))
	-1.318439
	0.165219
	-7.979935
	0.0000

	C
	0.290770
	0.132398
	2.196184
	0.0350



Mean dependent
-

R-squared
0.651922


var


0.014245

Adjusted R-

squared
0.641685
S.D. dependent var 1.270581

	
	Akaike info
	

	S.E. of regression
	0.760563
	criterion
	2.344437

	Sum squared
	
	
	

	resid
	19.66750
	Schwarz criterion
	2.432410

	
	
	Hannan-Quinn
	

	Log likelihood
	-40.19986
	criter.
	2.375142

	F-statistic
	63.67937
	Durbin-Watson stat
	1.903128

	Prob(F-statistic)
	0.000000
	
	



Null Hypothesis: LGCF has a unit root Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=9)


	 SHAPE  \* MERGEFORMAT 



	t-Statistic
	Prob.*

	Augmented Dickey-Fuller test statistic
	0.049788
	0.9572

	Test critical

values:
1% level
	-3.621023
	

	5% level
	-2.943427
	

	10% level
	-2.610263
	



*MacKinnon (1996) one-sided p-values.

GCF at Level

Augmented Dickey-Fuller Test Equation

Dependent Variable: D(LGCF) Method: Least Squares

Date: 09/28/20 Time: 11:48 Sample (adjusted): 1982 2018

Included observations: 37 after adjustments


	Variable
	Coefficien t
	Std. Error
	t-Statistic
	Prob.

	LGCF(-1)
	0.001259
	0.025289
	0.049788
	0.9606

	C
	0.146885
	0.183468
	0.800603
	0.4288

	 SHAPE  \* MERGEFORMAT 



Mean dependent

	R-squared
	0.000071
	var
	0.155625

	Adjusted R-
	
	
	

	squared
	-0.028499
	S.D. dependent var
	0.319750

	
	
	Akaike info
	

	S.E. of regression
	0.324274
	criterion
	0.638084

	Sum squared
	
	
	

	resid
	3.680382
	Schwarz criterion
	0.725160

	
	
	Hannan-Quinn
	

	Log likelihood
	-9.804551
	criter.
	0.668782

	F-statistic
	0.002479
	Durbin-Watson stat
	1.861452

	Prob(F-statistic)
	0.960574
	
	


Null Hypothesis: D(LGCF) has a unit root Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=9)


	 SHAPE  \* MERGEFORMAT 



	t-Statistic
	Prob.*

	Augmented Dickey-Fuller test statistic
	-5.518424
	0.0001

	Test critical

values:
1% level
	-3.626784
	

	5% level
	-2.945842
	

	10% level
	-2.611531
	



*MacKinnon (1996) one-sided p-values.

GCF at First Difference

Augmented Dickey-Fuller Test Equation Dependent Variable: D(LGCF,2)

Method: Least Squares Date: 09/28/20 Time: 11:49 Sample (adjusted): 1983 2018

Included observations: 36 after adjustments


Coefficien

Variable
t
Std. Error t-Statistic
Prob.


	D(LGCF(-1))
	-0.937656 0.169914
	-5.518424
	0.0000

	C
	0.152661 0.060247
	2.533928
	0.0161


 SHAPE  \* MERGEFORMAT 



Mean dependent

	R-squared
	0.472484
	var
	0.008553

	Adjusted R-
	
	
	

	squared
	0.456969
	S.D. dependent var
	0.442062

	
	
	Akaike info
	

	S.E. of regression
	0.325758
	criterion
	0.648631

	Sum squared
	
	
	

	resid
	3.608028
	Schwarz criterion
	0.736604

	
	
	Hannan-Quinn
	

	Log likelihood
	-9.675350
	criter.
	0.679336

	F-statistic
	30.45300
	Durbin-Watson stat
	1.977699

	Prob(F-statistic)
	0.000004
	
	



Null Hypothesis: LRGDP has a unit root Exogenous: Constant

Lag Length: 1 (Automatic - based on SIC, maxlag=9)


	 SHAPE  \* MERGEFORMAT 



	t-Statistic
	Prob.*

	Augmented Dickey-Fuller test statistic
	-0.028666
	0.9496

	Test critical

values:
1% level
	-3.626784
	

	5% level
	-2.945842
	

	10% level
	-2.611531
	


Null Hypothesis: LRGDP has a unit root Exogenous: Constant

Lag Length: 1 (Automatic - based on SIC, maxlag=9)


	 SHAPE  \* MERGEFORMAT 



	t-Statistic
	Prob.*

	RGDP at Level

Augmented Dickey-Fuller test statistic
	-0.028666
	0.9496

	Test critical

values:
1% level
	-3.626784
	

	5% level
	-2.945842
	

	10% level
	-2.611531
	



*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation Dependent Variable: D(LRGDP)

Method: Least Squares Date: 09/28/20 Time: 11:50 Sample (adjusted): 1983 2018

Included observations: 36 after adjustments


Coefficien

Variable
t
Std. Error t-Statistic
Prob.

	LRGDP(-1)
	-0.000338
	0.011798
	-0.028666
	0.9773

	D(LRGDP(-1))
	0.520389
	0.150766
	3.451629
	0.0015

	C
	0.024501
	0.119490
	0.205049
	0.8388

	Mean dependent

	R-squared
	0.283093
	var
	0.042737

	Adjusted R-
	
	
	

	squared
	0.239644
	S.D. dependent var
	0.041746

	
	
	Akaike info
	-

	S.E. of regression
	0.036402
	criterion
	3.708720

	Sum squared
	
	
	-

	resid
	0.043729
	Schwarz criterion
	3.576760

	
	
	Hannan-Quinn
	-

	Log likelihood
	69.75696
	criter.
	3.662663

	F-statistic
	6.515522
	Durbin-Watson stat
	1.964099

	Prob(F-statistic)
	0.004122
	
	



RGDP at First Difference Null Hypothesis: D(LRGDP) has a unit root Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=9)


t-Statistic
Prob.*


Augmented Dickey-Fuller test statistic -3.394475
0.0178

	Test critical
	

	values:
	1% level
	-3.626784

	
	5% level
	-2.945842

	
	10% level
	-2.611531



*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation Dependent Variable: D(LRGDP,2)

Method: Least Squares Date: 09/28/20 Time: 11:53 Sample (adjusted): 1983 2018

Included observations: 36 after adjustments


	Variable
	Coefficien t
	Std. Error
	t-Statistic
	Prob.

	D(LRGDP(-1))
	-0.480909
	0.141674
	-3.394475
	0.0018

	C
	0.021085
	0.008405
	2.508532
	0.0171

	 SHAPE  \* MERGEFORMAT 



Mean dependent

	R-squared
	0.253116
	var
	0.001026

	Adjusted R-
	
	
	

	squared
	0.231149
	S.D. dependent var
	0.040901

	
	
	Akaike info
	-

	S.E. of regression
	0.035863
	criterion
	3.764251


Sum squared

resid
0.043730
Schwarz criterion


- 3.676278

Hannan-Quinn
-

Log likelihood
69.75651

criter.

3.733546

F-statistic
11.52246
Durbin-Watson stat 1.962082

Prob(F-statistic) 0.001763


Null Hypothesis: R has a unit root Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=9)


	 SHAPE  \* MERGEFORMAT 



	t-Statistic
	Prob.*

	Augmented Dickey-Fuller test statistic
	-2.453338
	0.1349

	Test critical

values:
1% level
	-3.621023
	

	5% level
	-2.943427
	

	10% level
	-2.610263
	



*MacKinnon (1996) one-sided p-values.

r at Level

Augmented Dickey-Fuller Test Equation Dependent Variable: D(R)

Method: Least Squares

Date: 09/28/20 Time: 11:54 Sample (adjusted): 1982 2018

Included observations: 37 after adjustments


	Variable
	Coefficien t
	Std. Error
	t-Statistic
	Prob.

	R(-1)
	-0.282787
	0.115266
	-2.453338
	0.0193

	C
	3.429752
	1.493986
	2.295706
	0.0278

	 SHAPE  \* MERGEFORMAT 



Mean dependent

	R-squared
	0.146734
	var
	0.063514

	Adjusted R-
	
	
	

	squared
	0.122355
	S.D. dependent var
	3.837550

	
	
	Akaike info
	

	S.E. of regression
	3.595121
	criterion
	5.449570

	Sum squared
	
	
	

	resid
	452.3712
	Schwarz criterion
	5.536647

	
	
	Hannan-Quinn
	

	Log likelihood
	-98.81705
	criter.
	5.480269

	F-statistic
	6.018869
	Durbin-Watson stat
	2.215593

	Prob(F-statistic)
	0.019277
	
	



Null Hypothesis: D(R) has a unit root

Exogenous: Constant

Lag Length: 1 (Automatic - based on SIC, maxlag=9)


	 SHAPE  \* MERGEFORMAT 



	t-Statistic
	Prob.*

	Augmented Dickey-Fuller test statistic
	-5.706308
	0.0000

	Test critical

values:
1% level
	-3.632900
	

	5% level
	-2.948404
	

	10% level
	-2.612874
	



*MacKinnon (1996) one-sided p-values.

r at First Difference

Augmented Dickey-Fuller Test Equation Dependent Variable: D(R,2)

Method: Least Squares Date: 09/28/20 Time: 12:14 Sample (adjusted): 1984 2018

Included observations: 35 after adjustments


	Variable
	Coefficien t
	Std. Error
	t-Statistic
	Prob.

	D(R(-1))
	-1.570484
	0.275219
	-5.706308
	0.0000

	D(R(-1),2)
	0.238242
	0.172725
	1.379314
	0.1774

	C
	0.014644
	0.642884
	0.022778
	0.9820


 SHAPE  \* MERGEFORMAT 



Mean dependent

	R-squared
	0.653695
	var
	0.032000

	Adjusted R-
	
	
	

	squared
	0.632051
	S.D. dependent var
	6.269838

	
	
	Akaike info
	

	S.E. of regression
	3.803209
	criterion
	5.591384

	Sum squared
	
	
	

	resid
	462.8609
	Schwarz criterion
	5.724700

	
	
	Hannan-Quinn
	

	Log likelihood
	-94.84922
	criter.
	5.637405

	F-statistic
	30.20203
	Durbin-Watson stat
	1.860667

	Prob(F-statistic)
	0.000000
	
	


Appendix Table 1: Data for Analysis

	YEAR
	RGDP
	EDX
	FDI
	GCF
	r

	1981
	15258
	1.47
	0.33
	89.68
	6.5

	1982
	14985.98
	1.16
	0.29
	82.57
	8

	1983
	13849.73
	1.19
	0.26
	53.23
	8

	1984
	13779.26
	0.44
	0.14
	33.14
	10

	1985
	14953.91
	1.41
	0.49
	30.58
	10

	1986
	15237.99
	0.92
	0.39
	60.83
	10

	1987
	15263.93
	0.85
	2.45
	105.85
	15.8

	1988
	16215.37
	3.19
	1.72
	98.38
	14.3

	1989
	17294.68
	4.85
	13.63
	170.67
	21.2

	1990
	19305.63
	4.5
	4.34
	212.39
	23

	1991
	19199.06
	2.75
	5.73
	191.16
	20.1

	1992
	19620.19
	2.42
	8.89
	207.37
	20.5

	1993
	19927.99
	12.46
	23.27
	213.6
	28.02

	1994
	19979.12
	12.37
	43.74
	317.93
	15

	1995
	20353.2
	18.97
	7.35
	359.19
	14.27

	1996
	21177.92
	20.16
	10.93
	409.5
	13.55

	1997
	21789.1
	21.75
	10.27
	458.68
	7.43

	1998
	22332.87
	37.32
	6.56
	485.45
	10.09

	1999
	22449.41
	60.86
	22
	498.33
	14.3

	2000
	23688.28
	85.93
	98.02
	2036.78
	10.44

	2001
	25267.54
	93.22
	117.91
	2266.61
	10.09

	2002
	28957.71
	113
	204.27
	2867.8
	15.57

	2003
	31709.45
	120.52
	228.57
	3514.62
	11.88

	2004
	35020.55
	106.56
	238
	4697.1
	12.21

	2005
	37474.95
	154.16
	657.76
	6089.03
	8.68

	2006
	39995.5
	197.7
	623.74
	8454.27
	8.26

	2007
	42922.41
	301.68
	724.32
	7026.72
	9.49

	2008
	46012.52
	316.15
	946.52
	7745.43
	11.95

	2009
	49856.1
	282.05
	1240.475
	9331.91
	12.63

	2010
	54612.26
	322.57
	893.11
	9457.87
	7.19

	2011
	57511.04
	428.65
	1335.43
	10138.43
	6.3

	2012
	59929.89
	445.8
	1096.49
	10657.32
	7.63

	2013
	63218.72
	545.13
	852.31
	11758.87
	6.72

	2014
	67152.79
	455.04
	797.98
	15272.46
	9.89

	2015
	69023.93
	408.17
	609.74
	15245.59
	8.26

	2016
	67931.24
	408.08
	1735.11
	24250.59
	5.46

	2017
	68490.98
	571.62
	1366.17
	22676.16
	7.73

	2018
	69799.94
	668.72
	718.92
	28406.76
	8.85


Labour Productivity





Economic Growth





Education





-


-





Recurrent Expenditure


Teachers salary





Meal subsidy





-


-





Capital Expenditure


Infrastructures





Electricity generation





Public Education Expenditure










