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1. INTRODUCTION: 

The education system has essential part of life its touches the life of each and every citizen of the country. 

Education is a very significant factor in the economy growth of any country.  Before independence it has always focused on 

improving the literacy rate in the country.  Without investment in human capital, no country has achieved constant 

economic development. Previous studies have shown attractive takings to different forms of human capital 

accumulation: basic education, research, training, learning-by-doing and aptitude building. Inequality in education 

tends to have a negative impact on per capita income in most countries. Investment in human capital can have little 

impact on growth .The government policies run many programs to promoting Primary and Higher Education in India.  The 

educational requirements within  given any country signify one of the main determinants of the composition and 

growth of that country’s output and exports and constitute an important ingredient in a system’s capacity to borrow 

foreign technology effectively. For example: primary and secondary education all raise the productivity of workers, 

rural and urban; secondary education, including vocational, facilitates the acquisition of skills and managerial 

capacity; tertiary education supports the development of basic science, the appropriate selection of technology imports 

and the domestic adaptation and development of technologies; secondary and tertiary education also stand for critical 

elements in the growth of key  of institutions,  government, the law, and the financial system, among others, all 

essential for economic development.  (Behrman 1999 Psacharopoulos 1998) found that the experimental evidence at 

both micro and macro levels further illuminates these relationships. At a micro level, numerous studies indicate that 

increases education earnings are associated with additional years of education, with the rate of return varying with 

high level of education. The returns to primary schooling tend to be greater than returns to secondary and tertiary 

education (Psacharopoulos, 2004). 
   (Birdsall, 2003) explained in agriculture, evidence suggests positive effects of education on productivity 

among farmers using modern technologies, but less impact, as might be expected, among those using traditional 

methods. In Thailand, farmers with four or more years of schooling were three times more likely to adopt fertilizer and 

other fresh inputs than less educated farmers. Similarly, in Nepal, the achievement of at least seven years of schooling 

increased productivity in wheat by over a quarter, and in rice by 13% (Jamison and Moock, 2004). Education is also 

an main contributor to technological capability and technical change in industry. Statistical analysis of the clothing 

and engineering industries in Sri Lanka, showed that the skill and education levels of workers and entrepreneurs were 

positively related to the rate of technical change of the firm (Deraniyagal, 2005). Education alone, of course cannot 

transform an economy. The level of human development has a fearing on these factors too. The quality of policy 

making and of investment decisions is bound to be influenced by the education of both policy makers and managers. 

According to Lucas 2008 found that the higher level of education of the work force the higher the overall 

productivity of capital because the more educated are more likely to innovate, and thus affect everyone’s productivity. 

(Perotti, 2008) implies that increased education of individuals raises not only their own productivity but also that of 

others with whom they interact, so that total productivity increases as the average level of education rises. (Wood, 

2009) said that the impact of education on the nature and growth of exports, affect the aggregate growth rate, is 

Abstract: Education is the fundamental factors of the development of any economy. No country can achieved 

economic development without investment in human capital this is very important. Education makes people 

enrich understanding of themselves and world. It improves the quality of people’s lives and leads to broad social 

and economic benefits. Education raises people's efficiency, resourcefulness, promotes entrepreneurship and 

technological advances. In addition it plays a very basic role in securing economic and social development and 

improving generating income and distribution in any economy. I found that education has a positive and 

significant impact on the development. The different levels of education affect development outcomes differently 

like primary and secondary education may be more important than higher education. The government and 

educational policies played important role to accelerate growth of economy 

Key Words: Human Development, Economic Growth, Poverty, Labour Productivity, Education, Technology, 

Trade, Health 
 

https://www.toppr.com/guides/geography/our-country-india/india-our-country/


INTERNATIONAL JOURNAL FOR INNOVATIVE RESEARCH IN MULTIDISCIPLINARY FIELD       ISSN:  2455-0620      Volume - 6, Issue - 3, Mar – 2020 

Monthly, Peer-Reviewed, Refereed, Indexed Journal with IC Value: 86.87                                                                             Impact Factor: 6.497 
Received Date: 07/03/2020                                                    Acceptance Date: 19/03/2020                                        Publication Date: 31/03/2020 

Available online on – WWW.IJIRMF.COM Page 70 

another way in which human development impacts a country’s performance. The education and skills of a developing 

country’s labor force impact the nature of its factor endowment and consequently the composition of its trade. It has 

been problem that even ‘unskilled’ workers in a modern factory normally need the literacy, numeracy, and discipline, 

which are acquired in primary and lower secondary school.  The education in India means the process of learning, 

teaching and training of human capital in schools and colleges. This increases knowledge and results in skill development 

hence increasing the quality of the human capital. Our government has always appreciated the importance of education in 

India and this is reflected in our economic policies. 

 

RESEARCH GAP:- After studied many papers found that problem is remain that  bad condition of education and low 

rate of literacy. In this paper we try to find out causal factors helps to improvement in economy growth. 

 

2. RESEARCH METHODOLOGY:   

The Study covers the period 1999-2000 to 2011-2012 and study base on secondary data collected from 

budgetary Analysis of Govt expenditure (Ministry of Human Resource Development Government of India). Data is 

also obtained from ministry of higher education annual reports. The research tools and concepts used for the study 

include multiple regression analysis. 

 

2.1. OBJECTIVE OF THE STUDY: 

The objectives of the paper is to provide comprehensive assessment of the expenditure incurred both by 

Central and State Government on education, The primary focus of the study is on the following objectives:- 

 To find the impact of enroll student number on growth.   

 To know the changing Patterns of government expenditure at different components of expenditure on 

education.  

 To know the increasing educational institution relation with growth.  

 

2.2. ROLE OF EDUCATION IN THE ECONOMIC GROWTH: 

The growth of the economy and development of any country is depending upon the education system. A 

perfect and successful youth of a country is come from education sector. Developed countries like UK, USA Canada 

and other developed European countries open doors for international students and these countries are always 

highlighting on improving their education structure, developing more colleges and universities on country and always 

in a way to update their course content on regular. India has launched numerous types of different degree courses 

offered by various universities and colleges of India. But more as times goes on, Indian education  department started 

many programmes and degree courses at International of standard along with the implementation of grading system in 

middle school that brings break to middle school students and makes them motivated to work hard to complete with 

co-operate world. The story of education in India is a contradiction. Government schools have failed in India due to 

lack of facilities and upgrading teaching skills, and this is why one-third of Indians children attend private schools. 

The Government has accepted its failure points and requires that a fourth of the seats in all private schools be reserved 

for the poor, whose fees are subsidized by the Government so that they get full education facilities and make a bright 

future and country also. 

 

HUMAN CAPITAL 

After a long time the Indians recognized the importance of human capital. The 7th five-year plan dictates, 

“Human resources development has necessarily to be assigned a key role in any development strategy, particularly in a 

country with a large population”. Human capital and  growth of Economic both are related to each other and important for 

development of the country. Human capital and economic growth both are interdependent on each other. The below-

mentioned points that-  

 Skilled workers can handle complex machines or techniques, which unskilled workers cannot. This human capital 

increases the efficiency of physical capital. This increases efficiency and hence increased production leads to 

economic growth. 

 New methods of production can be introduced by innovative human capital and these facilitate an increase of 

production and economic growth in the form of an increase in GDP. 

 A higher rate of input of human capital and equality amongst them leads to higher rate of employment. As the 

employment rise there will be a possibility to increase in production. Also, the standard of living raised by 

an increase in income and employment opportunities. It helps in reducing inequalities of wealth. The percentage 

increase in employment rate and decrease in income inequalities are indicators of economic development. 

https://www.toppr.com/guides/business-environment/business-functions/strategy/
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 A positive picture of the society that when the process of human capital formation goes in right direction. All the 

conventional and orthodox school of thoughts gets eradicated and hence the rate of participation in the workforce 

increases the production level. 

 

3. MULTIPLE REGRESSION ANALYSIS:  

To examine impact of caused factor multiple regression analysis is used. The general linear regression model 

is just an extension of simple regression model. However the derivation of the required results from these (normal)  

equations involves algebraic complexities. With the use of matrix algebra, the derivation of the results becomes much 

easier. 

Generalising the two and three variable linear regression models, the k- variable regression model involving 

the dependent variable Y and k-1 explanatory variables X1, X2, …,Xk may be written as  

𝑌𝑖 =  𝛽0 + 𝛽1 𝑋1𝑡 + 𝛽2 𝑋2𝑡 + ⋯ . . +𝛽𝑘 𝑋𝑘𝑡 + 𝑢𝑖 
 

𝛽 = (𝑋′𝑋)−1𝑋′𝑌 

Here is the vector of required least squired estimators 


, 

, 


, 


, ….., 



           S.E. βi = √(𝑣𝑎𝑟 βt ) = σ
2

u (X’X)
-1 

TABLE-1: 

 

Dependent Variable: GDP   

Method: Least Squares    

   

Sample: 1 13    

Included observations: 13   

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
C -2243941. 837160.9 -2.680418 0.0231 

HIGH_SCHOOL_ENROLLME

NT_N 31355.82 10238.81 3.062448 0.0120 

TOTAL_EXPENDITURE 22.73513 1.007188 22.57288 0.0000 

          
R-squared 0.993351     Mean dependent var 4126033. 

Adjusted R-squared 0.992021     S.D. dependent var 2235446. 

S.E. of regression 199684.0     Akaike info criterion 27.44603 

Sum squared resid 3.99E+11     Schwarz criterion 27.57641 

Log likelihood -175.3992     Hannan-Quinn criter. 27.41924 

F-statistic 746.9572     Durbin-Watson stat 1.388258 

Prob(F-statistic) 0.000000    

          
 

In this table we can saw the value of R square is 99.9% it is more than 60% we can say that 99.9% variables that 

fluctuation of GDP can be explain by jointly independent variables. Independent variables can influence only 99.9% on 

GDP.  External influence only 0.1% affected that is small than internal influence 99.9% which is large. It is good sign, 

variables good fitted. The guide line of P-value is less than 5% means independent variables are significant to influence 

the dependent variable. The P-value of F statistic is less than 5% means all independent variables are jointly influence 

dependent vari 

 

TABLE:2 

Breusch-Godfrey Serial Correlation LM Test: 

Dependent Variable:RESID 

Method: Least Squares 

Sample: 1 13 

Included observations: 13   

          F-statistic 0.614814     Prob. F(1,9) 0.4531 

https://www.toppr.com/guides/business-management-and-entrepreneurship/direction-and-coordination/concept-and-features-of-coordination/
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Obs*R-squared 0.831277     Prob. Chi-Square(1) 0.3619 

              

In this table we can saw there is no serial correlation P-

value 0.3619 of Obs R squared is more than 5%, means 

that residuals are not serial correlated, model is desirable.    

   

 

TABLE:3 

 

Heteroskedasticity Test: Breusch-Pagan-Godfrey 

     
     F-statistic 1.238245     Prob. F(2,10) 0.3308 

Obs*R-squared 2.580402     Prob. Chi-Square(2) 0.2752 

Scaled explained SS 2.108297     Prob. Chi-Square(2) 0.3485 

     
      

 The P-value of Obs R-squared  more than 5% means residual have constant variable which is desirable meaning 

that residual are homoskedasticity. 

 

TABLE:4 
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Series: Residuals

Sample 1 13

Observations 13

Mean      -7.88e-10

Median   29122.99

Maximum  262609.0

Minimum -440393.5

Std. Dev.   182285.7

Skewness  -0.981650

Kurtosis   3.761603

Jarque-Bera  2.402066

Probability  0.300883

 
 

 This table saw the Jarque Bera statistics 2.402 and corresponding P-value is 30%. Since P-value is more than 5% 

we can say residual is normality distribution which fulfill the assumption of a good regression line. 

 

4. CONCLUSION 

Teaching, learning, and training of human capital in schools and colleges are the process of education. Skill 

development and increasing knowledge are raising the quality of human capital.  Government expenditure policy in 

central and states education shown some years and some sectors are increases.  Due to shortage of funds, our government 

expenditure is low on the education sector. Our government has always appreciated the importance of education and this 

is shown in our economic policies. The educational system should more effective to provide knowledge base 

knowledge, the achievement of skills, competences and attitudes on which future career choices are based, beside that 

education sectors take more responsibilities to inform the student for wide range of career options. In this paper we 

found large number of students enrolls and more government expenditure helps the economic growth. All 

independents variable found in this paper significant and influence our dependent variable, it is means that the model 

is good fitted and follow the economic theory.  
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