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EDUCATION AND ECONOMIC GROWTH IN NIGERIA: LESSONS FROM THE G6

. AND BRIC COUNTRIES

LI _ABSTRACT

T het » be - . . - X 5
The paper analyzed the effects of education in fostering economic growth. It provides insight

o the watwre of education and why the public sector should be more involved in its
provision. Usimg a cross-section of countries, education was found to be positively related to
econoniic oniput The impact of education is more potent in developing countries than in

advanced coundries Also, there iy a positive and significant relationship between government

B s add st

expenditure on education and the level of education in a country. The level of commitment of

the Nigerian Government, is not adequate to achieve the level of economic growth required to

.

T TP o T

achieve Vision 2020 In view of this, thg Nigerian Government should accord the education

sector the priority it rﬁ'{vr\'cs‘ One way to do tius is to design a plan for the sector.

B

INTRODUCTION

The realisation of the Vision 2020 is hinged on the attainment of not only a high
economic growth rate but also a sustainable one. Specifically. it has been estimated that an
erage of 12.4% growth rate in GDP is required to actualise the dream of becoming one of

20 largest economigs by 2020, (Soludo 2007). This is definitely a Herculean task for a

S e TS A T,

niry with an average GDP growth rate of 5.3 between 2001 and 2005 [National Bureai of
Mtistics (NBS) 2000]. a

In order to pave the way for Nigeria to emerge as the next eleven in terms of total
output, Soludo (2007) suggested among others, the increase in the commitment to education.

This is definitely a laudable suggestion. Of all the factors that influence economic growth —

political economic and social  education has been identified to be the most important

{Andreossa-0"Collaghan, 2002, Babatunde and Adefabi, 2005). ideally, what poor economies

-

ike Nigeria) need to achieve rapid and sustainable economic progress is ideas and not object
(natural resources). Ideas_are generated from the wealth of knowledge acquired by

individuals. Such knowledge needed to provide citizens of the poorest countries with a vastiy




i e o e e i e i SR

»aar v

w

s
E.‘
£

fll—“ (L T | ol |"""~||‘l‘

, o enclude inilividials from vommnning e goosd (Nt 1004
*“" i‘u-l‘lh LTI LT

o ||| |'lllu|||!

" lllilllll ulllﬂ' TR | |tll|>‘u||-| LI} |'l"'"
Coanseuently Pl o

e el proscided by the shab
L]

t -
&”“ sy A et ROO 1% vimeed b ddon 1 b e it o ander comsied if l"'“’"‘"‘ by

“ market e hanian b e iy idoals typically canspder T the o e fils thern s

s thuals athe .
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this i because the positive esternalities of the ool are et iternahized by
consumens Lo morease efficiency, the state iy choose o cncontage greater prodoction o
vonsmnption of a menit good theough state provision, regulation, of subsidies o cncoursge
prostue tion of the pownld
Fhgher cducation conld In partly veferred 1o as o prvate good because most goaduates
-
capture the benelits of amimg w the o ol Wighwr addatomal e G ancome Haowever,
education generally o ment good I view of this, the state has o role 1o play in ensuring
efhcient provision Mare se LINE SO recognized the night to education as a human nght,
and that higher education s a cultural and scientiie asset for both individuals and soe ety
(Nyborg 2004 l“H‘-. m addimon to the role education play i ecomomme grosth and
development, may explam the high level of commment by the public sector and the

correspondmg high level of economie pertormance i developed countries

2.2 Fducation and Feonomie Growth

One important teature o note in education s that strong education policies come
closest to dnving growth by rasing the shalls and capacities of o country ™o labour force” Bant
today s educational activities exhiit a lag of almost 10015 years before it stans to have effect
(Hatberger 2005 5) This as true only rhcn‘nlm ation s associted with the labour force. But
education also has elfect on social reproduction (UINDE 2008V 70y Consequently, the lag
could become shortem Investment in education benetits the individual, society, and the world

Y Asa whole To the mdividual, 1t improves has bealth and autetion productivity and earnings,
and reduce megquabity  This st pomt seers o encompass the first two. For instance,
’Bcdugahﬂn 1 seen to be a great Cleveler’, ilhteracy beng the strongest predictor of poverty
Primary education plays a catalytic role for those most hikely to be poor, ncluding guls,

l c:{hmlt pnonity, orphans disabled people, and rural tamihies By enabling fatger numbers to

are in the growth process, education can be the tide that Il sl boats Speaifically, girls

-

( ucation reduces \.sn.n“*n fertihity rate, lower intant and child mostality mtes, protects agamst
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i M[.)S ‘niection, mcreases women's labour force pafticipation rates and camings and
creates intergenerational education benefits. To the society, it drives economic competition
and growth by promating productivity which lead to higher income and improved economic
performance. It afso contributes to democratization. peace and security as well as promotes

concern for the iron Lo - - . :
the environment. In view of these. it is generally asserted that any nation that is

umag resources can hardly develop anything else. For an elaborate
review of studies on the impact of educ
Zheng (267,

unable 1o develop its b

ation on economic growth, see Glewwe, Maiga. and

It is also important to note that both education and economic growth reinforce
cach other as shown in the figure | above.

3 Figure 1 is a sfight modification of UNDP model of the the relationship between human

development and economic growth. The model portrays lack of education as a structural

barrier 1o economic growth. On the contrary. a sizable accumulation of it, has intrinsic value

for people’s well-being, Generally. education contributes to economic growth and raises poor

people’s income

¥
P

g 3. GROSS DOMESTIC PRODUCT, EDUCATION AND GOVERNMENT
EXPENDITURBE ON EDUCATION IN THE G6, BRIC AND N11 COUNTRIES

3 * Table ! below shows the Gross Domestic Product (measured in 1SS Billion) of the ten
»

gest economies in the world as at 2001 (note that the ranking is that based on PPPUSS)
They include the G6 [United States of America (USA), Japan. Germany, United Kingdom
i(UK" France. and ftaly] and the BRIC countrics (Brazil, Russia. India. and China). It also

ludes some of the emerging economies — the N11 (Egypt and Nigeria). The table also

ows the level of educaiii;n in these ;:oum:ies as well as the level of commitment to

ucation by the governments of these countries. PEEGDP means ratio of public sector
expenditure on gducalion ;s) GDP, while PEETGE means ratio of public sector expenditure to
total government expenditure. Incidentally, there were o report on PEEGDP and PEETGE

fos Lgvpt and Nigena between 2001 and 2005, Thus, Table 2 presents the level of

commitiment 1o education in Nigeria.
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Table2: Commitment to Education in Nigeria

K 2 i
ear |
|

ot Giovernment
L

Expenditure on Fducation

(h
49744

109455

N e

I otal Governmet
Expenditure
2)

1018298

1188744

44

14

4.1

iR

3

1.6

3.6

GDP at Current
Market Prices
(3)

705533

7984185

10.9

10.9

10.7
10.7
10.6
12.9

12.9

Ratio of
(Hto(2)

(4)*

| Ratioof |

-

(1) to(3)
(5)*

-
0.85




Y A SO S TR A L L SRR L e

e SN

il s B kR R LR

#‘
%
f :
&

;\J’p“ -,“."
e oo b

e il T

.5 4 -

G S § BWiL4

Somce C ontral Bk of Nogerta (C BN i

]

y e
i 2149%

| TEF R

4 FEMPIRIC AL RESUY S

41

(il v i

1167 M 8

& hulletm

Presemtation and Interpretation of Regression Hesults

¢ Al

| 64

i i

112 !

3 \

t iy i
s o sibe apl aof iy

Appiving ihe model o ﬁgwc I 1o the data m Table |, the cadinary leant sumres ((HN)

4
wore

e cund] Lt ihed educaten as a funition of governmerd e xpendilure on education he regults

are presented in T ables ' and 4 below

CVARIABLY

.

-
St
Fas

a

v

A

{ £

e

Sk

wpa—ey ol 0 o e
bt -

"

p-

Varable: Lot DP

TEOUATION |

TOBRSERVATION

L3

RS

(1L BS4)e

-

LR A
4 368"
L0 a4

L i

CEQUATION 2

Ll AND BRI

§$7&
iit‘ 427y
inﬂll
155
tnn"ﬂ

L0 ey

3 Empirical Relationship between Foonomic Growth and ¥ ducation

CPOUATION 3

NI

1073

|
1
|
|
I
‘
!
f
i

(%451

|

L0018
i

]
H

CE RS
1
L0589

;."ﬂ?

1

Lt e

i H %

; cotimatod The first specified economi growth as a functum of education. while the

F i E-W:“"""“”" ¥ represent 1% «.mfumimi “.uprnm F %

L
technngne was uned to evaluate the effect of educatuom in coomomic growth T weo eguations




Table 4. Fmpirical Relationship between Fdacation and Government Fapeniiture

= .

Dependent Variable; FDU

e - PELGDP R R~

: '; - 1

; 33 | 7599 L0368 0,345
; | 1 |

EURIRN L4042y !

! ! {

t |

L . i | ;
Figures in parentheses are t-values, * represent 1% significance and ** represent 10%
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ﬂ significance |

;p Table S Parwise Granger Causaity Tests

:i SM.:’:)’;o:Sem Obs  F-Sistislc chznn;

GDP1 does not Granger Cause EDU 3 023591 087082

f EDU does not Granger Cause GDP 1 551320 000388

; The study cmplo:;cd a partial equilibrium approach, where all other factors of
; .

: ic growth were assumed constant. The first equation used the entire forty sample size
% this equation. GDP was regressed on edm'ﬂ‘mn The result shows a positive and significant
: refationship. The model explained about 38 percent of the systematic variation m GDP. The
f entire samplc sizf was disaggregated into the G6 and BRIC countries on one hand and !;\c
’ | countries on the other. The result shows that cducation positively influenced economic
t wih in both samples. The coefficients of EDU were also the same. bat their level of
? ificance were different. While that of the N1 countries was accepted at the 1% level, that
§ of the (G6 and BRIC cnu.mrics was found to be insignificant even at the 10% level. Also. a
? greater proportion of changes in GDP was explained by the N1 1 equation than The Gb and

BRIC equation
Equation 4 (sce Tabled) used data from the G6 and BRIC countries. The rate of

education was regressed an p'ubiic sector commitment to education (PEEGDP) The result

shows that public sector expenditure on education has a positive and significant effect on the

e Pl e da
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development of c(iucalion. In order to test the possibility of a feedback, a Granger causality
test was conducted. The rc;,ull shows a uni-directional effect between education and economic
growth. The result shows that education Granger causes GDP.
4.2 Commitment to Education in Nigeria

Government expenditure as a ratio of total government expenditure ranged between
5.8 and 9.2 between 2001 -and' 2005 (see Table 2). This figure is not only less than what
obtained in any of the countrics studied, it is also a far cry from the 26% prescribed by
UNESCO. The highest proportion of education to GDP stood at 1.4% ( 2002). This ratio was
less than 1% for all other period between 2001 and 2005. This is quite low when compared
with figures from the G6 and BRIC countries, which stood at a minimum (1(1).6% during the
period under review.

Our findings supports the studies of other researchers such as Schultz, 1981,
Andreosso-O'Callaghan, 2002, Heckman, 2002, and Babatunde and Adefabi, 2005 which
attributed the developmemt of the Ambrican economy, and many other countries across the
world to the development of their human capital - the knowledge and skills of the population.
ﬂ"hus, the need for appropriate human capital development and accumulation is a prerequisite

or modern economic growth in both developed and developing countries. Similarly, our

result on the effect of government expenditure on education supports that of Omotor, 2004, -
Policies to Foster Education and Promote Rapid Economic Growth in Nigeria

An cffective policy and strategy for the Nigerian education sector must take the

following facts into consideration. Firstly, the level of poverty is very high. This could
influence parents to withdraw their children from school to engage in child labour in order to
augment the income of the household. Secondly. education is both a merit and public good.

Consequently, the market will be inefficient in allocating it. The essence of restructuring the

10
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svonamy, especially the public sector, is partly to free resources that will be diverted to the
provision of social infrastructure, which include education. In view of all these facts, we

protler the folfowing suggestions: .

) It often asserted that a country that fails to plan, has planned to fail. Thus, the starting
point of the development of the educational sector is the design of a comprehensive plan for

the education sector. This plan will synchronize all the features of the sector and stipulate
: .

realisiic targets which must be pursued vigorously

-

»2) The current policy to liberalize the education’sector is no doubt a laudable one. This has led

to the establishment of many private universitics. Two issues of concern here are (i) the high

, school fees, which made it unaffordable by a vast majority of the populace, and (ii) the need
; 2 .
" uarantee high quality. Both issues call for more government intervention

is for investment 1n education. This is because of its efTects in the socio-economic and

e wide ranging eflects of education on economic development should always form the
political lite of the citizens

5. SUMMARY AND CONCLUSION
The study evaluated the effect of education in economic growth in a cross-section of
countrics. It also evaluated the effect of government expenditure on education. The G6, BRIC
4 and N11 countries were used as a sample. The result revealed a positive and significant
relationship between education and economic growth on one hand and between government
expenditure and education on the other. On the basis of the low level of education in Nigeria,

it was sugpested that more priority should be accorded the education sector in order for it to

play its role of promoting economic growth cHficiently

I
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