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Abstract 

 

This paper investigates the relationship between government expenditure on education and health on the 

growth and development of the Nigerian economy between 1977 and 2007 through the application of 

Augmented Dickey-Fuller techniques to examine the unit root property of the series after which cointegration 

test was conducted through the application of Johansen cointegration technique. The results indicate that 

expenditure on education and health impacted positively on economic growth and development during the 

period of study and a long-run relationship exists between them as confirmed by the cointegration test. The 

paper recommends improvement in government expenditure on human capital development (education and 

health), so as to boost economic growth and development. 
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1. Introduction 

Education and health are the basic objectives of development; they are important ends in themselves. Health 

is central to well-being, and education is essential for satisfying and rewarding life: both are fundamental to 

the broader notion of expanded human capabilities that lie at the heart of the meaning of development. 

(Todaro and Stephen).The Nigerian economy could be said to have enjoyed some macroeconomic stability in 

the recent time as its rate of economic growth averaged 2.01 percent within the last two decades. However, as 

a result of high and rapid growth rate of the population, per capita growth rate has remained negative and it 

averaged -0.852. According to World Development Indicator, 2004; with its large reserves of human and 

natural resources, Nigeria has the potential to build a prosperous economy, reduce poverty significantly, and 

provide health care services, education, and infrastructure services that its population needs. Nevertheless, 

despite the country‟s relative oil wealth, poverty is widespread (oil revenue is only about .50c per capita), 

and Nigeria‟s basic social indicators place it among the twenty poorest countries in the world. (World Bank, 

2004) poverty, which has no geographical boundary, is seen in all part of the country, rural and urban areas 

inclusive. Although the incidence of poverty is much higher in the rural areas than in the urban areas. The 

poor are those who are unable to obtain an adequate income, find a stable job, own property or maintain 

healthyliving conditions. They also lack adequate level of education and cannot satisfy their basic health 

needs. As such the poor are often illiterate, in poor health and have a short life span. (Amaghionyeodiwe and 

Osinubi, 2004).Education and Health is widely accepted as a leading instrument for promoting economic 

growth of any Nation. For Nigeria, where growth is essential if the country is to climb out of poverty, 

education and health are particularly important. For several decades, development agencies have placed great 

emphasis on primary and, more recently, secondary education. But they have neglected tertiary education as 

a means to improve economic growth and mitigate poverty. The Dakar summit on „„Education for ALL‟‟ in 

2000, for example, advocated only for primary education as a driver of broad social welfare. It left tertiary 
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education in background.Part of the reason for the inattention to higher education within development 

initiatives lies the shortage of empirical evidence that it affects economic growth and poverty reduction. 

After World War II, several economists, including Milton Friedman, Gary Becker, and Jacob Mincer, 

developed the „„human capital‟‟ theory to examine the benefits of education for individuals and society. 

Friedman and his wife Rose originally suggested that there was no evidence that „„higher education yields 

„social benefits‟ over and above the benefits that accrue to the students themselves.‟‟ On the contrary, they 

hypothesized that higher education may promote „„social unrest and political instability.‟‟In contrast to this 

early view, recent evidence suggests higher education is a determinant as well as a result of income, and can 

produce public and private benefits. Higher education may create greater tax revenue, increase savings and 

investment, and lead to a more entrepreneurial and civic society. It can also improve a nation‟s health, 

contribute to reduced population growth, improve technology, and strengthen governance. With regard to the 

benefit of higher education for country‟s economy, many observersattribute India‟s leap onto the world 

economic stage as stemming from its decades-long successful efforts to provide high-quality, technically 

oriented tertiary education to a significant number of its citizens. Expectedly, the sequence of the paper is 

clear, Section one focus on introduction, section 2 covers the theoretical and conceptual issues of the study, 

section 3 covers review of related studies, section 4 contains data and method of analysis, section 5 deals 

with results and discussion while section 6 contains the concluding remarks. 

 

2 Theoretical and Conceptual Issues 

The theoretical underpinning of this paper is basically endogenous growth theory, which advocates the 

stimulation of economic growth and development through improvement in human capital within the model 

using policies aim at increasing expenditure (i.e. recurrent and capital) on education and health care 

services.more especially, models of growth effects of human capital are usually built on the basis of Romer 

(1990) the new growth theory. This paper draws inspiration from this study by employing a Cobb-Douglas 

production function in which government expenditure on education and health enters as input. 

 

The Central Roles of Education and Health 

As  earlier on stated, there is a positive relationship between the level of economic growth and human capital 

development. The theory further stated that education and health are the basic objectives of development in 

any country, as they are important ends in themselves.  Health is central to well-being, and education is 

essential for satisfying and rewarding life; both are fundamental to the broader notion of expanded human 

capabilities that lie at the heart of the meaning of development.(Todaro andStephen).At the same time, 

education plays a key role in the ability of a developing country to absorb modern technology and to develop 

the capacity for self-sustaining growth and development. To them health is prerequisite for increases in 

productivity, while successful education relies on adequate health as well. Thus both health and education 

can also be seen as vital components of growth and development, as inputs to the aggregate production 

function. Their dual role as both inputs and outputs gives health and education their central importance in 

economic development. 

 

Education and Health As Joint Investments For Development 

Health and education are closely related in economic development. On the one hand, greater health capital 

may improve the return to investments in education, in part because health is an important factor in school 

attendance and in the formal learning process of child. A longer life raises the return to investments in 

education; better health at any point during working life may in effect lower rate of depreciation of education 

capital. On the other hand, greater education capital may improve the return to investments in health, because 
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many health programs rely on basic skills often learned at school, including personal hygiene and sanitation, 

not to mention basic literacy and numeracy; education is also needed for the formation and training of health 

personnel. 

 

3 Review of Related Studies 

The impact of human capital development on economic growth and development has generated large volume 

of empirical studies with mixed finding using cross sectional, time series and panel data. Some of these 

studies are country-specific while others are cross-country. Some of the studies are on education along while 

some combines both education and health as the case may be. Few of these studies are selected and reviewed 

as follows:World Health Organization (2000) it is important to appreciate how truly dramatic the 

improvements in world health and education have been over the past half-century. In 1950, some 280 of 

1,000 children, in developing world as a whole died before their fifth birthday. By 2000, that number had 

fallen to 126 per 1,000 in low-income countries, and 39 per 1,000 in middle-income countries compared with 

6 per 1,000 in high-income countries. The United Nations reports that while there were still a staggering 875 

million illiterate people aged 15 or older in the world in 2000, the good news is that 80 percent are literate 

today, compared to just 63 percent as recently as 1970.In recent development, Gupta and Chakraborty (2004) 

develop an endogenous growth model of dual economy where human capital accumulation is a source of 

economic growth. They argued that the duality between the rich individuals exist in the mechanism of human 

capital accumulation. Rich individuals allocate labour time not only for their own production and knowledge 

accumulation but also train the poor individuals. In a different dimension, Brattiet‟al (2004) estimated a 

model of economic growth and human capital accumulation based on a sample of countries at different stage 

of development. Their result revealed that the increase in the primary and secondary level of education 

contributes to an increase in productivity. They posit that human capital accumulation rates are affected by 

demographic variables. For example, they established that an increase in life expectancy at birth brings about 

an increase in secondary and tertiary education while a decrease in juvenile dependence rate negatively 

affects secondary education.Leoning (2002) investigates the impact of human capital on economic growth in 

Guatemala through the application of an error correction methodology. He examined two different channels 

by which human capital is expected to influence growth. The result from his study revealed that a better-

educated labour force appears to have a positive and significant impact on economic growth both via factor 

accumulation as well as on the evolution of total factor productivity.In a cross-sectional study, Barro and 

Sala-i-Martin found that male educational attainment, particularly secondary and tertiary education, had 

significant positive growth effects. An increase in average male secondary schooling of 0.68 years raises 

annual GDP growth by 1.1 percentage points, while an increase in tertiary education of 0.09 years raises 

annual GDP growth by 0.5 percentage points. They find an interaction between initial GDP and human 

capital ( broadly defined, including health and education), so that countries that lag behind tend to grow 

faster if they have high levels of human capital.Musibau and Rasak (2005) investigate the long-run 

relationship between education and economic growth in Nigeria through the application of the Johansen‟s 

Cointegration techniques. Their result revealed that there are 2 cointegrating equations at 5 percent level 

among the series in the model. This shows that there is a long-run relationship between education and 

economic growth in Nigeria. They also find out that a long-run effect of a 1 percent increase of average years 

of schooling on output per worker while keeping the other variable constant is approximately 0.86 percent 

while the long-run elasticity of capital is 0.139 percent. The long-run elasticity of human capital in the model 

where human capital affects the technology parameter is 0.135 while that of capital is 0.483 percent.Dauda 

(2010) examined the effect of investment spending in education on economic growth in Nigeria using thirty-

one (31) years time series data from 1977 to 2007. The study employs cointegration and error correction 
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techniques. The result revealed a positive and significant effect of educational expenditure on economic 

growth. World Economic Forum (2010-2011), the Global Competitiveness report revealed that Nigeria was 

ranked 118 in higher education and training while ranked 137 in health and primary education out of 139 

countries which is not encouraging.This paper therefore examines whether human capital (education and 

health) can act as a source of productivity growth and whether there is significant relationship between GDP 

growth and government expenditure on education and health in Nigeria using data from 1977 to 2007. 

 

4 Data and Method of Analysis 

 

Data 

The data used for this paper/study are basically time series data covering 1977– 2007, that is thirty-three(31) 

years. The data were sourced from Central Bank Nigeria (CBN) Statistical Bulletin. 

Model specification 
Following Romer (1990) human capital (education and health) is considered as independent factor of 

production. This is presented in Cobb-Douglas production function with constant returns to scale as: 

GDP = αEDU
B1

HEA
B2

µ        ---------------------------------- (1) 

Where GDP is defined as gross domestic product (output), α is the total factor productivity; EDU is 

government total expenditure on education; HEA is government total expenditure on health; B1 and B2 are 

the constant elasticity coefficients of education and health respectively. The logarithmic conversion of the 

equation above yields the structural form of production function as: 

Loggdp = Logα + B1LogEDU + B2LogHEA + Logµ  -------------- (2) 

Where Loggdp = Log of Gross Domestic Product. 

Logα = B0 is the intercept. 

LogEDU = Log of total government expenditure on education defined by recurrent and capital expenditure. 

LogHEA = Log of total government expenditure on health defined by recurrent and capital expenditure. 

Logµ = Log of white noise error term which is assume to be 1. 

µ = white noise error term. 

Apriori Expectation: B0> 0, B1>0, B2> 0. 

Econometric Diagnostic test 

Unit Root Test 
Macroeconomic time series data are generally characterized by stochastic trend which can be removed by 

differencing. Thus, this paper used or adopt Augmented Dickey-Fuller (ADF) Techniques to test and verify 

the unit root property of the series and stationarity of the model. 

Cointegration Test 
In order to avoid spurious estimates, the paper intends to establish long-run relationship among the variables 

included in the mode. The procedure adopted in this paper is a representation of the approach of analyzing 

multivariate cointegration systems developed and expanded by Johansen and Juselius (1990,1992,and 1994). 

Unlike the Engle-Granger static procedure, Johansen Vector Autoregressive (VAR) procedure allows the 

simultaneous evaluation of multiple relationships imposes no prior restrictions on the cointegration space. 

The Johansen cointegration approach tests for the cointegration rank for a VAR process, estimates the 

TRACE and LMAX statistics, the Eigen values, and the eigenvectors. The concern of this paper is to use 

TRACE statistics to test long-run relationship between Gross Domestic Product, government expenditure on 

education and health in Nigeria. 
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5 Results and Discussion 

 

TABLE 2:Regression equation results 

Dependent Variable: LOGGDP   

Method: Least Squares   

Date: 09/15/11   Time: 21:31   

Sample: 1977 2007   

Included observations: 31   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 2.589032 0.341479 7.581820 0.0000 

LOGEDU 0.027922 0.353350 0.079022 0.9376 

LOGHEA 0.912257 0.306765 2.973799 0.0060 

     
     R-squared 0.963576     Mean dependent var 5.769242 

Adjusted R-squared 0.960975     S.D. dependent var 0.959753 

S.E. of regression 0.189598     Akaike info criterion -0.396061 

Sum squared resid 1.006522     Schwarz criterion -0.257288 

Log likelihood 9.138938     Hannan-Quinn criter. -0.350824 

F-statistic 370.3658     Durbin-Watson stat 0.812035 

Prob(F-statistic) 0.000000    

     
      

Table 2 contains multivariate regression results for the growth model. The results indicate that the coefficient 

of government expenditure on health and the constant are statistically significant. Precisely, the coefficient of 

government expenditure on health (HEA) is found to be statistically significant at I percent level as indicated 

by its probability value 0.0060 and rightly signed (positive). This therefore, implies that 1 percent increase in 

government expenditure on health raises the economic growth (GDP) by 96.1 percent. The coefficient of 

government expenditure on education though not statistically significant but is consistent with the theoretical 

expectation and found to be positive (i.e. B1> 0). This also implies that 1 percent increase in government 

expenditure on education (EDU) raises the economic growth (GDP) by 2.8 percent which is found to be 

statistically insignificant, indicated by its high probability value 0.9376. This high probability value implies 

that the presence of that effect that can invalidate the parameter is high (93.8 percent). The F-statistics 

370.3658, which is a measure of the joint significance of the explanatory variables, is found to be statistically 

significant at 1 percent level as indicated by the corresponding probability value 0.000000.  

The R
2
 0.963576 (96.3576%) implies that 96.3576 percent total variation in GDP is explained by the 

regression equation. Coincidentally, the goodness of fit of the regression remained high after adjusting for the 

degree of freedom as indicated by the adjusted R
2
 (R

2
 = 0.960975 or 96.0975%). After observing the Durbin-

Watson statistic 0.812035 in table 2 to be lower than R2 0.963576 indicating that the model is spurious, a 

Unit root test was conducted after which the model is found to be non-spurious (meaningful), indicated by 

Durbin-Watson statistic of 1.986580 and R
2
 0.404910. 

TABLE 3: Unit Root Test Results for the dependent variable LOGGDP 
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Null Hypothesis: D(LOGGDP) has a unit root  

Exogenous: Constant   

Lag Length: 0 (Automatic - based on SIC, maxlag=1) 

     
        t-Statistic   Prob.* 

     
     Augmented Dickey-Fuller test statistic -4.286177  0.0022 

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(LOGGDP,2)  

Method: Least Squares   

Date: 09/15/11   Time: 21:37   

Sample (adjusted): 1979 2007   

Included observations: 29 after adjustments  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     D(LOGGDP(-1)) -0.807750 0.188455 -4.286177 0.0002 

C 0.077388 0.023086 3.352123 0.0024 

     
     R-squared 0.404910     Mean dependent var 0.000231 

Adjusted R-squared 0.382870     S.D. dependent var 0.099085 

S.E. of regression 0.077839     Akaike info criterion -2.201884 

Sum squared resid 0.163589     Schwarz criterion -2.107587 

Log likelihood 33.92731     Hannan-Quinn criter. -2.172351 

F-statistic 18.37131     Durbin-Watson stat 1.986580 

Prob(F-statistic) 0.000207    

     
     TABLE 4: Unit Root Test Results for LOGEDU 

Null Hypothesis: D(LOGEDU) has a unit root  

Exogenous: Constant   

Lag Length: 0 (Automatic - based on SIC, maxlag=1) 

     
        t-Statistic   Prob.* 

     
     Augmented Dickey-Fuller test statistic -6.128525  0.0000 

Test critical values: 1% level  -3.679322  

 5% level  -2.967767  

 10% level  -2.622989  
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*MacKinnon (1996) one-sided p-values.  

     

     

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(LOGEDU,2)  

Method: Least Squares   

Date: 09/15/11   Time: 21:44   

Sample (adjusted): 1979 2007   

Included observations: 29 after adjustments  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     D(LOGEDU(-1)) -1.141207 0.186212 -6.128525 0.0000 

C 0.098110 0.035396 2.771808 0.0100 

     
     R-squared 0.581777     Mean dependent var 0.005645 

Adjusted R-squared 0.566287     S.D. dependent var 0.261822 

S.E. of regression 0.172428     Akaike info criterion -0.611204 

Sum squared resid 0.802747     Schwarz criterion -0.516908 

Log likelihood 10.86246     Hannan-Quinn criter. -0.581672 

F-statistic 37.55882     Durbin-Watson stat 1.986875 

Prob(F-statistic) 0.000002    

     
      

TABLE 5: Unit Root Test Results for LOGHEA 

Null Hypothesis: D(LOGHEA) has a unit root  

Exogenous: Constant   

Lag Length: 0 (Automatic - based on SIC, maxlag=1) 

     
        t-Statistic   Prob.* 

     
     Augmented Dickey-Fuller test statistic -7.089392  0.0000 

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(LOGHEA,2)  

Method: Least Squares   

Date: 09/15/11   Time: 21:46   

Sample (adjusted): 1979 2007   

Included observations: 29 after adjustments  
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     Variable Coefficient Std. Error t-Statistic Prob.   

     
     D(LOGHEA(-1)) -1.212643 0.171050 -7.089392 0.0000 

C 0.123046 0.032122 3.830621 0.0007 

     
     R-squared 0.650528     Mean dependent var 0.011228 

Adjusted R-squared 0.637585     S.D. dependent var 0.250313 

S.E. of regression 0.150691     Akaike info criterion -0.880702 

Sum squared resid 0.613108     Schwarz criterion -0.786405 

Log likelihood 14.77017     Hannan-Quinn criter. -0.851169 

F-statistic 50.25948     Durbin-Watson stat 2.067470 

Prob(F-statistic) 0.000000    

     
     The results of unit root test are contained in table 3,4, and 5. The results revealed that all the variables of the 

model are found to be stationary at both 1 percent, 5percent, and 10 percent level with first difference (d(1)), 

which is indicated by ADF results at all levels less than the critical values in negative direction. 

 

TABLE 6: Johansen Cointegration Test between Education andGDP 

Date: 09/15/11   Time: 21:57   

Sample (adjusted): 1979 2007   

Included observations: 29 after adjustments  

Trend assumption: Linear deterministic trend  

Series: LOGGDP LOGEDU    

Exogenous series: LOGEDU    

Warning: Critical values assume no exogenous series  

Lags interval (in first differences): 1 to 1  

     

Unrestricted Cointegration Rank Test (Trace)  

     
     Hypothesized  Trace 0.05  

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

     
     None *  1.000000  1019.180  15.49471  0.0001 

At most 1  0.016644  0.486728  3.841466  0.4854 

     
      Trace test indicates 1 cointegratingeqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  

     

Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 

     
     Hypothesized  Max-Eigen 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 
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     None *  1.000000  1018.694  14.26460  0.0001 

At most 1  0.016644  0.486728  3.841466  0.4854 

     
      Max-eigenvalue test indicates 1 cointegratingeqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  

     

 Unrestricted Cointegrating Coefficients (normalized by 

b'*S11*b=I):  

     
     LOGGDP LOGEDU    

-8.88E-16  6.380401    

 6.647245 -3.572821    

     
          

 Unrestricted Adjustment Coefficients (alpha):   

     
     D(LOGGDP) -0.013865  0.009427   

D(LOGEDU) -0.156730  2.78E-17   

     
          

1 Cointegrating 

Equation(s):  

Log 

likelihood  556.6642  

     
     Normalized cointegrating coefficients (standard error in parentheses) 

LOGGDP LOGEDU    

 1.000000 -1.08E+16    

  (3.7E+07)    

     

Adjustment coefficients (standard error in parentheses)  

D(LOGGDP)  8.16E-18    

  (8.8E-18)    

D(LOGEDU)  9.22E-17    

  (3.2E-25)    

     
      

TABLE 7: Johansen CointegrationTest  between Health , education and GDP 

Date: 09/15/11   Time: 22:06   

Sample (adjusted): 1979 2007   

Included observations: 29 after adjustments  

Trend assumption: Linear deterministic trend  

Series: LOGGDP LOGHEA LOGEDU    

Exogenous series: LOGHEA    

Warning: Critical values assume no exogenous series  
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Lags interval (in first differences): 1 to 1  

     

Unrestricted Cointegration Rank Test (Trace)  

     
     Hypothesized  Trace 0.05  

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

     
     None *  1.000000  1016.948  29.79707  0.0001 

At most 1  0.409108  15.30075  15.49471  0.0535 

At most 2  0.001489  0.043208  3.841466  0.8353 

     
      Trace test indicates 1 cointegratingeqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  

     

Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 

     
     Hypothesized  Max-Eigen 0.05  

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

     
     None *  1.000000  1001.648  21.13162  0.0001 

At most 1 *  0.409108  15.25755  14.26460  0.0347 

At most 2  0.001489  0.043208  3.841466  0.8353 

     
      Max-eigenvalue test indicates 2 cointegratingeqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  

     

 Unrestricted Cointegrating Coefficients (normalized by 

b'*S11*b=I):  

     
     LOGGDP LOGHEA LOGEDU   

 5.14E-15  7.264237  5.74E-14   

-1.477873  12.95776 -14.47915   

-8.011977  1.768306  1.328973   

     
          

 Unrestricted Adjustment Coefficients (alpha):   

     
     D(LOGGDP)  0.001271  0.024441 -0.002305  

D(LOGHEA) -0.137661 -2.78E-16 -1.73E-17  

D(LOGEDU) -0.104524  0.069524  0.001551  

     
          

1Cointegrating Equation(s):  

Log 

likelihood  574.8005  
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Normalized cointegrating coefficients (standard error in parentheses) 

LOGGDP LOGHEA LOGEDU   

 1.000000  1.20E+15  9.133911   

  (1.3E+07)  (1.3E+07)   

     

Adjustment coefficients (standard error in parentheses)  

D(LOGGDP)  7.71E-18    

  (9.0E-17)    

D(LOGHEA) -8.35E-16    

  (4.7E-24)    

D(LOGEDU) -6.34E-16    

  (1.5E-16)    

     
          

2 Cointegrating 

Equation(s):  

Log 

likelihood  582.4293  

     
     Normalized cointegrating coefficients (standard error in parentheses) 

LOGGDP LOGHEA LOGEDU   

 1.000000  0.000000  9.797290   

   (1.23945)   

 0.000000  1.000000 -5.54E-16   

   (5.7E-09)   

     

Adjustment coefficients (standard error in parentheses)  

D(LOGGDP) -0.036120  0.325931   

  (0.02051)  (0.20618)   

D(LOGHEA) -3.51E-16 -1.000000   

  (1.1E-09)  (1.2E-08)   

D(LOGEDU) -0.102747  0.141588   

  (0.02857)  (0.28719)   

     
     The Johansen cointegration test results contain in table 6 and 7 confirm the existence of long-run relationship 

between GDP, government expenditure on education and government expenditure on health as indicated by 

the TRACE-Statistic. The TRACE-statistics results revealed that there is 1 cointegrating equation at 5 

percent level and also 2 cointegrating equations at 5 percent level.Overall, these results are in agreement with 

similar study on Nigeria conducted by Musibau and Rasak (2005) on the long run relationship between 

education and economic growth in Nigeria. 

 

6 Concluding Remarks 

This paper investigates the impact of government expenditure on education and health on economic growth 

and development in Nigeria through the application of Augmented Dickey-Fuller technique in testing the unit 

root property of the series and Johansen cointegration test of the existence of long-run relationship of 

variables in the model. The results of unit root suggest that all the variables in the model are stationary and 

the results of cointegration technique suggest that there is long-run relationship between expenditure on 

education, health and GDP. The results also revealed that a well-educated and healthy labour force possessed 
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a positive impact on economic growth through factor accumulation and on evolution of total factor 

productivity. A good performance of an economy in terms of per capita growth may therefore be attributed to 

a well-developed human capital base. A major policy implication of this result is that concerted effort should 

be made by policy makers to increase the level of human capital in Nigeria by improving expenditure on 

education and health so as to boost the growth of the economy. 
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Appendix 

 

TABLE 1: GDP,Total expenditure on education, and total expenditure on health from 1977- 

2007 in (millions of Naira) 

YEARS GDP 

TOTAL 

EXPENDITURE 

ON EDUCATION 

TOTAL 

EXPENDITURE 

ON HEALTH LOGGDP LOGEDU LOGHEA  

1977 31520.3 738.6 223.6 4.4986 2.8684 2.3495  

1978 34540.1 569.6 122.5 4.5383 2.7556 2.0881  

1979 41974.7 902.1 183.7 4.623 2.9553 2.2641  

1980 49632.3 549.4 302.5 4.6958 3.1903 2.4807  

1981 47619.7 984.6 248.2 4.6778 2.9933 2.3948  

1982 49069.3 1135.1 286 4.6908 3.055 2.4564  

1983 53107.4 967.4 279.6 4.7252 2.9856 2.4465  

1984 59622.5 861.2 190.2 4.7754 2.9351 2.2792  

1985 67908.5 850.2 223.9 4.8319 2.9295 2.3501  

1986 69147 1094.8 360.4 4.8398 3.0393 2.5568  

1987 105222.9 653.5 236.4 5.0221 2.8152 2.3737  

1988 139085.3 1084.1 443.2 5.1433 3.0351 2.6466  

1989 216797.5 1941.8 452.6 5.3361 3.2882 2.6557  

1990 267550 2294.3 658.1 5.4274 3.3607 2.8183  

1991 312139.8 1554.2 757 5.4943 3.1915 2.8791  

1992 532613.8 2060.4 1025.4 5.7264 3.314 3.0109  

1993 683869.8 7999.1 2684.5 5.835 3.903 3.4289  

1994 899863.2 10283.8 3027.8 5.9542 4.0122 3.4811  

1995 1933211.6 12728.7 5060.9 6.2863 4.1048 3.7042  

1996 2702719.1 15351.8 4851.5 6.4318 4.1862 3.6859  

1997 2801972.6 15944 5803 6.4475 4.2026 3.7637  

1998 2708430.9 26721.3 11984.3 6.4327 4.4269 4.0786  

1999 3194023.6 31563.8 16180 6.5043 4.4992 4.209  

2000 4537637.2 67568.1 18181.8 6.6611 4.8297 4.2596  

2001 4685912.2 59744.6 44651.5 6.6744 4.7763 4.649  

2002 5403006.8 109455.2 63171.2 6.8396 5.0392 4.8005  

2003 6947819.9 79436.1 39685.5 6.9288 4.9 4.5986  

2004 11411067 93767.9 59787.4 7.0573 4.9721 4.7766  

2005 14610882 120035.2 71685.4 7.1635 5.0793 4.8554  

2006 18564595 165213.7 105590 7.2687 5.2181 5.0236  

2007 20657318 185771.77 122400 7.3151 5.269 5.0878  

Source: CBN Statistical bulletin,2007. 
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