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Abstract- Nowadays more people are opting for tertiary education and this has led to the debate of whether education level 
of a country does influence its economic growth or not. This study will explore this relationship. Education has long been 
considered to have improved lifestyle and when a person has acquired education, he is expected to be more productive and 
thus contribute more to the society and this may lead to economic growth. To test whether education has an impact on 
economic growth theory, the method of multiple regression analysis has been employed and the evidence is taken from the 
Southern Africa Development Community (SADC) for the period of 10 year from 2001 to 2010. The results show that 
education will positively affect economic growth and secondary and tertiary education will contribute more to growth. As 
per the findings, it is recommended to encourage individual to pursue further education. 
 
Index Terms- Education, GDP per Capita, SADC countries, Multiple Regression Analysis 
 
I. INTRODUCTION 
 
Education has become increasingly important for the 
new generation. It is considered as being vital since it 
is responsible for the development of a country 
(Steven &Weale, 2004). In fact, education is a 
lifelong process. There are numerous benefits of 
education to the society. One of them is that 
education can affect positively economic growth and 
it is considered as a source for economic 
development. When a person acquires knowledge and 
skills, he can then make use of them when producing 
certain good and service and he can increase its 
productivity (Romer, 1990). Some economists 
considered education as an investment. (Schultz, 
1961). This is so as education can also lead to the 
creation of human capital and human capitals in turn 
encourage economic growth. In fact, worldwide 
government have been allocating considerable 
amount of resources to the educational sector. 
Moreover, education can also indirectly affect 
economic growth. It is known that technology 
advance can shift the production frontier of a country 
and thus boost economic growth. (Solow 1957).  
Recent trends have shown that more students are 
following higher education as this will allow them to 
obtain more specialized knowledge and skills. As 
such, the person will be expecting not only an 
improvement in their income but also in their 
productivity. But the question that will arise here is 
on whether higher education can boost economic 
growth. The SADC1 which regroup 15 Sub- Saharan 
African countries have a great commitment to 
encourage members to invest and improve 
accessibility in education in the region through 
enforcing the Protocol on Education and Training in 
1997 which include several policies such as basic 
education; intermediate education and training; 

                                                        
1SADC stands for Southern African Development Community. 

higher education; distance education; training fund 
research and development; lifelong education and 
training; and publishing and library resources. 
(SADC 1997). It is to be noted that SADC countries 
still have a lower schooling rate when compared to 
the international averages. They also figure among 
the lower income countries except for Botswana who 
have high income due to exploitation of its rich 
natural resources. So, the focus of this study will be 
on the relationship that education share with 
economic growth and if the SADC countries need to 
invest more on education to achieve growth.  
 
II. LITERATURE REVIEW 
 
There have been several studies carried in respect to 
the relationship of economic growth and education 
during the last few decades. The early theoretical 
frameworks of growth theories date back to the 
Solow growth model (Solow,1957) following which 
Mankiw et al (1992) and Romer (1990) are two such 
studies that use the Solow model and argued that the 
model gets better when human capital is included. 
Lucas (1988) developed an endogenous growth 
theory which also includes human capital 
accumulation and used schooling as a proxy for 
human capital. He concludes that human capital 
enhances economic growth. 
 
Early empirical works linking education and 
economic growth started with Mincer (1946) who 
argued that education will bring lots of benefits to the 
society and economy. Barro (1991) 
 And Cohen and Soto (2007) showed a positive 
correlation between schooling or human capital and 
growth. Burja and Burja (2013) showed that 
education indicators including individual with 
secondary school and employment rate of tertiary 
educated people affect GDP by 53%.  
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Several studies focused on whether education can 
improve the ability of worker and thus increase 
productivity. For instance, Coulombe, Tremblay and 
Marchard(2004) , Lau et al (1993) and Sianesi and 
Van Reenen (2002) found that educated people yield 
higher productivity and thus GDP may rise.  
However, an important study was that of Loening 
(2005) who conducted a research and focused on 
Guatemala. He used growth accounting framework 
and an error correction model to show the different 
impact each education level brings to the economic 
growth. The result show that if the average years that 
an individual spend in receiving education is increase 
by 1%, then output also will rise by 0.33%.  
Agiomirgianakis et al. (2002), Psacharopoulos and 
Patrinos (2004), Dragoescu (2015) and have argued 
that that higher education can bring an increase in 
growth.  Conversely, it is to be noted that certain 
studies like and Abbas (2001) and Pegkas (2014) 
found that primary education may have a negative 
impact on growth since it does not have an impact on 
the economy but Pegkas (2014) proves that the 
elasticity of GDP to tertiary education is 0.52 
Further, there have been several researches that have 
attempted to study whether education quality do play 
a role in increasing economic growth. Neil (2001) 
and Hanushek and Woessmann(2007) employed 
information on the achievement of student in 
mathematics and science as a measure for education 
quality and both mentioned that if education quality is 
increased , then it will enhance growth rates.  In the 
African context, certains authors like Babatunde and 
Adefabi (2005) stated that well educated workforce 
brings positivity and human capital is a source of 
economic growth and Brempong, Paddisson and 
Mitiku (2006) mentioned that African countries 
should consider educating their people further as 
there is a positive correlation between growth and 
higher education. However certain studies were not in 
favour of the positive relationship as they had point 
out that education may have no effect between 
education and economic growth like Holmes (2013) 
mentioned that higher technical skill that will 
positively affect growth and Prichett (2000) who 
argued that education and the rate of output per 
worker have no relationship.  
 
III. METHODOLOGY 
 
The main aim of this study is to test whether 
education and economic growth have a relationship. 
Therefore, the hypotheses are as follows:  
 
H0: Education has an effect on Economic growth  
H1: Education has No effect on Economic growth  
 
3.1 Model specification and definition of variable  
 
This study follows the existing literature of Burja and 
Burja (2013) and Mariana (2015) and a model is 

developed to analyse the impact of education on 
economic growth:  
GDPCAPit=ai+ b1 (LOWSECit) +  b2 (PRIMARYit) 
+  b3(TERTit) +   b4 (LABOURit) + b5 (EXPit) + Ɛi 
 
Where:  
GDPCAP = GDP per capital per head in US dollars; 
LOWSEC = lower secondary completion 
rate;PRIMARY is the Primary School Completion 
rate;TERT = the Gross Enrolment rate in Tertiary 
level;  LABOUR is the Labour force participation 
rate, total (% of total population ages 15-64); EXP is 
“General government expenditure on education 
(current, capital, and transfers) ; Ɛi is the residual 
value. The definitions of the data are in accordance to 
the World Bank which are fully described in 
Appendix A. Note the subscripts “it “represent one 
variable for a country, “i” at time, “t”.  
 
3.2Trend Analysis 
The total enrolment in tertiary education, regardless 
of age, is expressed as a percentage of the eligible 
official school-age population corresponding to 
tertiary education in each school year. The population 
used is that of the five-year age group following on 
from the secondary school leaving. 
From Figure I, it is undeniable that Mauritius has the 
highest gross tertiary enrolment rate than the rest of 
the African countries. Mozambique, Tanzania, 
Malawi and Madagascar had a rate below 5%. Since 
2006, Lesotho and Botswana have seen arise in their 
gross enrolment rate. On the other hand, Namibia had 
a rate between 5 to 10%. 
 

Figure I: Gross Tertiary Enrolment rate (GTER) for 
SADC countries. 
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Source:  UNESCO Database and Author’s Own 
Computations. 
3.3 Estimation technique  
 
The testing method that has been employed is the 
Multiple Regression Analysis which is a technique 
used to predict the value of an unknown variable 
using the value of two or more variable. There are 
several advantages associate with multiple regression 
analysis. First, it provides a good prediction from the 
multiple predictors. Secondly, one cannot depend on 
a single predictor since there are multiple predictors. 
Next, it provides a link to the various correlation and 
ANOVA model. Also, it allows a more complex 
research hypothesis to be examined and this is not 
possible when using simple correlations.  
 
3.4 Source and Description of data  
 
The data was taken from different sources. While the 
GDP per Capita, Primary School Enrolment Rate and 
Lower Secondary Completion Rate were available at 
the database of World Bank, the Labour force 
participation rate was taken from the International 
Labour Organisation dataset. The education statistics 
on gross enrolment rate in tertiary level was obtained 
from the UNESCO database. The evidence for this 
study is to be taken from the Southern African 
Development Community. It is to be noted that no 
previous study found have taken the SADC countries 
as sample to test education and economic growth. It is 
currently consisting of 15 countries members but 
since there is a serious issue of data deficiency, five 
countries have been dropped out and the list of 
countries for this study is as follows: Angola, 
Botswana, Lesotho, Madagascar, Malawi, Mauritius, 
Mozambique, Namibia, Swaziland and Tanzania. The 
period under consideration is set between 2001 and 
2010 and therefore it is on a 10-year span.  
 
IV. ESTIMATIONS AND RESULTS 
 
We shall bring forth the estimation of the model as 
specified in section 3.   The table I below shows the 
descriptive statistics after converting all data into 
natural logarithm form. There are 100 observations.  
It has been noted also that all variables share a 
positive correlation with each other, except for labour 
which exhibits a negative correlation with other 
variables. The variance inflation factor for all 
variables is less than 10 and tolerance ratio greater 
than 0.1, implying that multicollinearity does not 
pose any problem. There are no issues about the 
homoscedasticity as well.   Moreover, the residuals 
follow a normal distribution and there is no 
specification error. Therefore, multiple regressions 
between GDP per capita per head, lower secondary 
completion rate, gross tertiary enrolment rate, 
primary school completion rate, labour participation 
rate and government expenditure on education can be 

applied to our model after all assumptions have been 
met, which is depicted in Table II. 
Table I: Descriptive Statistics 
 

 
 
Table II: Multiple Regression Results 
 
No of Observations =100 
Prob>F   =0.0000 
R- Squared   =0.8242 
Ajusted R Squared = 0.8148 
Root MSE  = 0.5280 

 
 
The p value of the test is 0.0000 and thus this proves 
the model to be statistically significant. In this model 
R squared is 0.8242 and thus the fit explains 82.42% 
of the total variation in the data. The model explains 
82.42% of the variance of economic growth in the 
SADC countries from 2001 to 2010 with the 
influence of several educational variables. The 
Adjusted R-Squared is very high. The lower 
secondary school completion rate has been 
statistically significant at the level 5% and shows that 
secondary education affects positively GDP per 
Capita. This will imply that an increase in the lower 
secondary school completion rate by 1 will increase 
GDP per capita by 2.067 and it is an accordance with 
various studies (Mankiw et al. ,1992; Leoning ,2005 
and Pegkas, 2014).  
At the confidence level of 5%, the gross enrolment 
rate is found to be statistically significant. The 
addition of this variable to the model was to assess 
the relationship of tertiary education and growth. The 
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result for tertiary level shows that it will increase 
GDP per Capita by 1.65 if it is increase by 1 and thus 
there is a positive relationship for which Leoning 
(2005), Pegkas (2014) and Burga and Burja (2013) 
testify the same results. 
 
The labour participation rate also is statistically 
significant at 5%, however, labour participation and 
economic growth exhibit an inverse relationship 
which is contrast with most of the literature that links 
the positive relationship between labour participation 
rate and economic growth. Beauryand Collard (2002) 
observe approximately same results like ours, where 
they argue there exists a trade-off between labour 
productivity growth and employment growth. 
Another reason poised by Pickelman and Roger 
(2008) is that the lack of skills that new entrants 
possess in the labour market or the difficulty of 
adaptability of migrants in the current home labour 
market. The primary school completion rate and 
government expenditure variables were found to be 
statistically insignificant at 5%. The negative 
coefficient for primary school completion rate, 
however, is in line with the results of Pegkas (2014), 
for which the latter proves a negative coefficient of -
2.81.  
 
CONCLUSION 
 
To carry this study on education and its impact on the 
economic growth, the evidence has been taken from 
the SADC countries. The result of analysis shows that 
the Secondary and tertiary education has a positive 
relationship with growth and their coefficients are 
0.726 and 0.501 respectively. On the other hand, 
primary education is not statistically significant. But 
the primary education allow student to obtain basic 
education and thus it is act as a foundation stone to 
other level. As such, it may have an influence in the 
long run. It may also be the case that the quality of 
education has been ignored in the favour of 
increasing the rate as such it does not provide any 
benefits to growth. Furthermore, it has been found 
that labour participation rate has coefficients of -
1.516 and thus it has negative influence on economic 
growth which is quite surprising in our case for 
SADC countries. As such it is in favour that there is a 
positive relationship between education and 
economic growth. 
 
However, the negative coefficient between the level 
of government expenditure on education and 
economic growth acts a strong signal to African 
leaders, that investment in human capital is a must 
such that economic growth could pick up a high 
momentum in the long run.  SADC has to overcome 
the following challenges in order to have a high rate 
of secondary and tertiary school enrolment: negative 
impact of HIV and AIDS, inadequate access to 
education for women, poor and disabled groups, 

limited access to high-level of training, lack of 
comparable of standards and qualifications, shortage 
in areas of critical skills which could increase 
competitiveness and productivity and the “brain 
drain” issue.   
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