
VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

 A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

Indexed & Listed at:  
Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.S.A., Cabell’s Directories of Publishing Opportunities, U.S.A., 

Open J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)], 
The American Economic Association's electronic bibliography, EconLit, U.S.A., 

Index Copernicus Publishers Panel, Poland with IC Value of 5.09 & number of libraries all around the world. 
Circulated all over the world & Google has verified that scholars of more than 3412 Cities in 173 countries/territories are visiting our journal on regular basis. 

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI – 135 003, Yamunanagar, Haryana, INDIA 

http://ijrcm.org.in/ 

 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

ii 

CONTENTS 

Sr. 
No. 

TITLE & NAME OF THE AUTHOR (S) Page 
No. 

1. SMALL AND MEDIUM SCALE ENTERPRISES (SMEs) DEVELOPMENT POLICIES AND 

STRATEGIES IN NIGERIA: A CRITICAL APPRAISAL 

MODINAT OLAITAN OLUSOJI 

1 

2. AN INVESTIGATION INTO FACTORS THAT DRIVE INTERGENERATIONAL FAMILY 

MEMBERS’ ENTREPRENEURIAL SPIRIT: ENHANCING SMOOTH SUCCESSION IN 

FAMILY BUSINESSES IN BOTSWANA 

RODRECK CHIRAU 

7 

3. A STUDY OF SIX SIGMA AND ITS IMPORTANCE 

A. K. NEERAJA RANI, M. BHUDEVI & C. HYMAVATHI 

13 

4. FACTORS INFLUENCING FORMULATION OF EFFECTIVE EXPORT MARKETING 

STRATEGIES IN INDIAN AUTO COMPONENT INDUSTRY 

DR. MARUTHI RAM. R. & MANJUNATHA N 

16 

5. CHALLENGES BEFORE SMALL SCALE & COTTAGE INDUSTRIES IN THE ERA OF 

GLOBALIZATION 

DR. DEBASISH MAZUMDAR 

23 

6. IMPACT OF MANAGEMENT CONTROL SYSTEMS ON YEAR ON THE YEAR GROWTH 

OF OPERATING PROFITS OF MANUFACTURING COMPANIES IN SRI LANKA 

KARIYAWASAM A.H.N., DR. LOW L. T., KEVIN & DR. SENARATNE D S N P 

26 

7. AGRICULTURAL DEVELOPMENT AND OUT MIGRATION IN BIHAR 

PREM VIJOY 

30 

8. A STUDY ON CUSTOMER PERCEPTION TOWARDS BRAND AND BRAND 

EXTENSION OF SELECTED CONSUMER DURABLES IN COIMBATORE CITY 

DR. S. UMA, J. JAYASHREE & K.SUMATHI 

34 

9. IMPACT OF MNREGP ON INCLUSIVE GROWTH: A STUDY OF PRAKASAM DISTRICT 

IN ANDHRA PRADESH 

DR. N.VENKATESWARA RAO  & B.PADMAJA 

41 

10. INDIAN RETAIL INDUSTRY: AN ANALYSIS 

MAYUR TANEJA & NOOPUR SAXENA 

45 

11. PERSONALITY DEVELOPMENT 

MANJUNATHA K. 

49 

12. AGRICULTURAL GROWTH AND INEQUALITY IN SOUTH ASIA 

JASPAL SINGH, AMARJEET SINGH & HARLEEN KAUR 

52 

13. IMPACT OF SOCIAL NETWORKING WEBSITES ON THE STUDENTS OF HIMACHAL 

PRADESH UNIVERSITY, SHIMLA 

NAND LAL & INDERJIT SINGH 

59 

14. DOES EDUCATION EXPENDITURE IMPACT INDIA’S ECONOMIC GROWTH: A TIME 

SERIES ANALYSIS 

LALIT 

63 

15. PRODUCTION AND MARKETING ARE THE STEPPING STONES OF ACCOUNTING: A 

QUIZZICAL STUDY 

E. THANGASAMY 

67 

 REQUEST FOR FEEDBACK & DISCLAIMER 70 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iii 

CHIEF PATRON 
PROF. K. K. AGGARWAL 

Chairman, Malaviya National Institute of Technology, Jaipur 

(An institute of National Importance & fully funded by Ministry of Human Resource Development, Government of India) 

Chancellor, K. R. Mangalam University, Gurgaon 

Chancellor, Lingaya’s University, Faridabad 

Founder Vice-Chancellor (1998-2008), Guru Gobind Singh Indraprastha University, Delhi 

Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar 

 

FOUNDER PATRON 
LATE SH. RAM BHAJAN AGGARWAL 

 Former State Minister for Home & Tourism, Government of Haryana 

Former Vice-President, Dadri Education Society, Charkhi Dadri 

Former President, Chinar Syntex Ltd. (Textile Mills), Bhiwani 

 

CO-ORDINATOR 
DR. BHAVET 

Faculty, Shree Ram Institute of Business & Management, Urjani 

 

ADVISORS 
DR. PRIYA RANJAN TRIVEDI 

Chancellor, The Global Open University, Nagaland 

PROF. M. S. SENAM RAJU 
Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi 

PROF. M. N. SHARMA 
Chairman, M.B.A., HaryanaCollege of Technology & Management, Kaithal 

PROF. S. L. MAHANDRU 
Principal (Retd.), MaharajaAgrasenCollege, Jagadhri 

 

EDITOR 
PROF. R. K. SHARMA 

Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi 

 

CO-EDITOR 
DR. SAMBHAV GARG 

Faculty, Shree Ram Institute of Business & Management, Urjani 

 

EDITORIAL ADVISORY BOARD 
DR. RAJESH MODI 

Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia 

PROF. SIKANDER KUMAR 
Chairman, Department of Economics, HimachalPradeshUniversity, Shimla, Himachal Pradesh 

PROF. SANJIV MITTAL 
UniversitySchool of Management Studies, GuruGobindSinghI. P. University, Delhi 

PROF. RAJENDER GUPTA 
Convener, Board of Studies in Economics, University of Jammu, Jammu 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iv 

PROF. NAWAB ALI KHAN 
Department of Commerce, Aligarh Muslim University, Aligarh, U.P. 

PROF. S. P. TIWARI 
Head, Department of Economics & Rural Development, Dr. Ram Manohar Lohia Avadh University, Faizabad 

DR. ANIL CHANDHOK    
Professor, Faculty of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana 

DR. ASHOK KUMAR CHAUHAN 
Reader, Department of Economics, KurukshetraUniversity, Kurukshetra 

DR. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

DR. MOHENDER KUMAR GUPTA 
Associate Professor, P.J.L.N.GovernmentCollege, Faridabad 

DR. VIVEK CHAWLA 
Associate Professor, Kurukshetra University, Kurukshetra 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga 

 

ASSOCIATE EDITORS 
PROF. ABHAY BANSAL 

Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida 

PARVEEN KHURANA 
Associate Professor, MukandLalNationalCollege, Yamuna Nagar 

SHASHI KHURANA 

Associate Professor, S.M.S.KhalsaLubanaGirlsCollege, Barara, Ambala 

SUNIL KUMAR KARWASRA 
Principal, AakashCollege of Education, ChanderKalan, Tohana, Fatehabad 

DR. VIKAS CHOUDHARY 
Asst. Professor, N.I.T. (University), Kurukshetra 

 

TECHNICAL ADVISOR 
AMITA 

Faculty, Government M. S., Mohali 

 

FINANCIAL ADVISORS 
DICKIN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 
Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

 

LEGAL ADVISORS 
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 

 

SUPERINTENDENT 
SURENDER KUMAR POONIA 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

v 

CALL FOR MANUSCRIPTS 
We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the areas of 

Computer Science & Applications; Commerce; Business; Finance; Marketing; Human Resource Management; General Management; Banking; 

Economics; Tourism Administration & Management; Education; Law; Library & Information Science; Defence & Strategic Studies; Electronic Science; 

Corporate Governance; Industrial Relations; and emerging paradigms in allied subjects like Accounting; Accounting Information Systems; Accounting 

Theory & Practice; Auditing; Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic 

Development; Economic History; Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial 

Organization; International Economics & Trade; International Finance; Macro Economics; Micro Economics; Rural Economics; Co-operation; 

Demography: Development Planning; Development Studies; Applied Economics; Development Economics; Business Economics; Monetary Policy; Public 

Policy Economics; Real Estate; Regional Economics; Political Science; Continuing Education; Labour Welfare; Philosophy; Psychology; Sociology; Tax 

Accounting; Advertising & Promotion Management; Management Information Systems (MIS); Business Law; Public Responsibility & Ethics; 

Communication; Direct Marketing; E-Commerce; Global Business; Health Care Administration; Labour Relations & Human Resource Management; 

Marketing Research; Marketing Theory & Applications; Non-Profit Organizations; Office Administration/Management; Operations Research/Statistics; 

Organizational Behavior & Theory; Organizational Development; Production/Operations; International Relations; Human Rights & Duties; Public 

Administration; Population Studies; Purchasing/Materials Management; Retailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic 

Management Policy; Technology/Innovation; Tourism & Hospitality; Transportation Distribution; Algorithms; Artificial Intelligence; Compilers & 

Translation; Computer Aided Design (CAD); Computer Aided Manufacturing; Computer Graphics; Computer Organization & Architecture; Database 

Structures & Systems; Discrete Structures; Internet; Management Information Systems; Modeling & Simulation; Neural Systems/Neural Networks; 

Numerical Analysis/Scientific Computing; Object Oriented Programming; Operating Systems; Programming Languages; Robotics; Symbolic & Formal 

Logic; Web Design and emerging paradigms in allied subjects. 

Anybody can submit the soft copy of unpublished novel; original; empirical and high quality research work/manuscript anytime in M.S. Word format 

after preparing the same as per our GUIDELINES FOR SUBMISSION; at our email address i.e. infoijrcm@gmail.com or online by clicking the link online 

submission as given on our website (FOR ONLINE SUBMISSION, CLICK HERE).  

GUIDELINES FOR SUBMISSION OF MANUSCRIPT 

1. COVERING LETTER FOR SUBMISSION: 

DATED: _____________ 

THE EDITOR 

IJRCM 

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF. 

 (e.g. Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/Engineering/Mathematics/other, please specify) 

DEAR SIR/MADAM 

Please find my submission of manuscript entitled ‘___________________________________________’ for possible publication in your journals. 

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language fully or partly, nor is it 

under review for publication elsewhere. 

I affirm that all the author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name (s) as co-author (s). 

Also, if my/our manuscript is accepted, I/We agree to comply with the formalities as given on the website of the journal & you are free to publish our 

contribution in any of your journals. 

NAME OF CORRESPONDING AUTHOR: 

Designation: 

Affiliation with full address, contact numbers & Pin Code: 

Residential address with Pin Code: 

Mobile Number (s): 

Landline Number (s):  

E-mail Address: 

Alternate E-mail Address: 

NOTES: 

a) The whole manuscript is required to be in ONE MS WORD FILE only (pdf. version is liable to be rejected without any consideration), which will start from 

the covering letter, inside the manuscript. 

b) The sender is required to mentionthe following in the SUBJECT COLUMN of the mail:  

New Manuscript for Review in the area of (Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/ 

Engineering/Mathematics/other, please specify) 

c) There is no need to give any text in the body of mail, except the cases where the author wishes to give any specific message w.r.t. to the manuscript. 

d) The total size of the file containing the manuscript is required to be below 500 KB. 

e) Abstract alone will not be considered for review, and the author is required to submit the complete manuscript in the first instance. 

f) The journal gives acknowledgement w.r.t. the receipt of every email and in case of non-receipt of acknowledgment from the journal, w.r.t. the submission 

of manuscript, within two days of submission, the corresponding author is required to demand for the same by sending separate mail to the journal. 

2. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised. 

3. AUTHOR NAME (S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email 

address should be in italic & 11-point Calibri Font. It must be centered underneath the title. 

4. ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, methods, 

results & conclusion in a single para. Abbreviations must be mentioned in full. 

 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

vi 

 

5. KEYWORDS: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic order separated by 

commas and full stops at the end. 

6. MANUSCRIPT: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It must be prepared on a single space and 

single column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of every 

page. It should be free from grammatical, spelling and punctuation errors and must be thoroughly edited. 

7. HEADINGS: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before each 

heading. 

8. SUB-HEADINGS: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.  

9. MAIN TEXT: The main text should follow the following sequence: 

 INTRODUCTION 

 REVIEW OF LITERATURE 

 NEED/IMPORTANCE OF THE STUDY 

 STATEMENT OF THE PROBLEM 

 OBJECTIVES 

 HYPOTHESES 

 RESEARCH METHODOLOGY 

 RESULTS & DISCUSSION 

 FINDINGS 

 RECOMMENDATIONS/SUGGESTIONS 

 CONCLUSIONS 

 SCOPE FOR FURTHER RESEARCH 

 ACKNOWLEDGMENTS 

 REFERENCES 

 APPENDIX/ANNEXURE 

 It should be in a 8 point Calibri Font, single spaced and justified. The manuscript should preferably not exceed 5000 WORDS. 

10. FIGURES &TABLES: These should be simple, crystal clear, centered, separately numbered & self explained, and titles must be above the table/figure. Sources 

of data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from the main text. 

11. EQUATIONS:These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right. 

12. REFERENCES: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised references in the preparation 

of manuscript and they are supposed to follow Harvard Style of Referencing. The author (s) are supposed to follow the references as per the following: 

• All works cited in the text (including sources for tables and figures) should be listed alphabetically.  

• Use (ed.) for one editor, and (ed.s) for multiple editors.  

• When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order. 

• Indicate (opening and closing) page numbers for articles in journals and for chapters in books.  

• The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, working 

papers, unpublished material, etc. 

• For titles in a language other than English, provide an English translation in parentheses.  

• The location of endnotes within the text should be indicated by superscript numbers. 

 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

BOOKS 

• Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.  

• Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.  

CONTRIBUTIONS TO BOOKS 

• Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited by David Crowther & 

Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303. 

JOURNAL AND OTHER ARTICLES 

• Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal of Urban Economics, 

Vol. 21, No. 1, pp. 83-104. 

CONFERENCE PAPERS 

• Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Association, New Delhi, India, 

19–22 June. 

UNPUBLISHED DISSERTATIONS AND THESES 

• Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra. 

ONLINE RESOURCES 

•            Always indicate the date that the source was accessed, as online resources are frequently updated or removed. 

WEBSITES 

• Garg, Bhavet (2011): Towards a New Natural Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

63 

DOES EDUCATION EXPENDITURE IMPACT INDIA’S ECONOMIC GROWTH: A TIME SERIES ANALYSIS 
 

LALIT 

RESEARCH SCHOLAR 

JAWAHARLAL NEHRU UNIVERSITY 

NEW DELHI 

 

ABSTRACT 
The paper empirically estimated the relationship between education expenditure of government and economic growth in India using annual data over the period 

1981 to 2011. The unit root properties of the data were examined using the Augmented Dickey Fuller test (ADF) after which the co integration and causality tests 

were conducted. The estimation shows the following findings: (1) the empirical analysis on basis of ordinary Least Square Method suggests that there is positive 

relationship between EDU and GDP and vice versa and also there is positive relationship between GDP and GDCF and vice versa. (2) The unit root test clarified 

that economic growth; education and gross domestic formation are non-stationary at the level data but found stationary at the first differences. Therefore, the 

series of the variables of our consideration-EDU, GDP and GDCF, namely, education economic growth and gross domestic capital formation were found to be 

integrated of order one using the ADF tests for unit root. (3) The Granger causality test finally confirmed that there exist no causality that can runs from economic 

growth to education and GDCF. The causality can runs from education to economic growth. Finally, it can be suggested that concerted effort should be made by 

policy makers to increase the level of human capital in India through which productivity can be enhanced in order to boost growth (GDP). Moreover, quality 

assurance in education should be given utmost priority in order to make it growth enhancing. 

 

KEYWORDS 
education expenditure, economic growth. 

 

1. INTRODUCTION 
t is well known and widely accepted that investment in education is critical for economic growth and social cohesiveness of society. Many of the potential 

payoffs to society from various types of public investment in education are not immediately apparent but are nevertheless important. One of the best 

examples relevant to the Indian context is the much hyped software boom that itself reflects at least partly the earlier public investment in Indian 

Institutes of Technology (IITs). Further, there are huge advantages to society in improving the general level of education, not only because the quality of 

workforce improves, but because various other aspects such as health, nutrition and sanitation are positively affected, and also because educated citizens can be 

more effective participants in a democratic civil society. Expenditure on education is supposed to bring into the economic system the externalities and other 

indirect effects such as higher education attainment and achievement of children, better health and lower mortality of children, better individual health and 

lower number of birth which subsequently cause higher productivity in terms of increased earnings, more participation in the labour force i.e. increased labour 

force; all these coupled with lower population growth and better health of population tend to positively influence higher economic growth (Michaelowa, 2000).  

One of the fundamental ways of generating sustainable economic growth has been educational development. The crucial purpose of education is to assist 

individuals with knowledge to be better able to apply that knowledge. Therefore, it is important to mention that returns on investment in education convert to 

economic growth and of course extend to improvement in the quality of the society because education can affect children’s attitudes and assist them to grow up 

with social values that are more beneficial to themselves and the nation at large (see Pradhan, 2009; Yogish, 2006; Babatunde & Adefabi, 2005). The conviction, 

that education promotes growth has led governments of many developing countries to invest in the education sector. Even the theoretical literature also 

provides support for such a policy. However, the empirical literature has failed to establish a strong relationship between education expenditures and growth. 

According to the economic theory, it is expected to have a positive causal relationship to exist between education expenditure and economic growth. But 

different empirical papers investigating the above mentioned relationship for India have come up with different results. 

Therefore, the paper is contribution to fill the gap existed in the literature in Indian context.  

 

2. REVIEW OF LITERATURE 
Quite a few empirical studies have tried to examine the relation between investment in human capital and economic growth. The relationship has been tested 

for countries such as USA (Jorgenson & Fraumeni, 1992), Pakistan (Aziz et al., 2008), Tanzania and Zambia (Jung &Thorbecke, 2001), Nigeria (Ogujiuba & Adeniyi, 

2005) and India (Chandra, 2010). The results from the above mentioned papers indicate that education expenditures do affect growth positively. Fiszbein & 

Psacharopoulos, 1992 conducted a study to assess the effects of education investments in Venezuela and found that primary education investments have the 

highest effects on growth whereas higher education investments exhibits the lowest returns among the three levels of education. This is mainly due to the fact 

that high cost of university education offsets the benefits accrued from a university degree. Further, according to Becker, Murphy etal (1991), education 

expenditures since 1960 has been an important determinant of the subsequent growth in per capita incomes for around hundred countries since 1960. 

However, overall, the empirical evidence is quite mixed. Ansari and Singh (1997) use annual time series data from 1951 to 1987 to study the relationship 

between public spending on education and growth. They found that there is no long run relationship between the two. Bosworth, Collins and Virmani (2007) test 

that what are the major contributors to India’s economic growth and conclude that education’s contribution has been negligible. Pradhan (2009) investigates 

the causality between public education spending and economic growth in India during 1951 to 2001. The empirical investigation has been carried out by Error 

Correction Modelling. The findings suggest that there is unidirectional causality between education and economic growth in the Indian economy. The direction 

of causality is from economic growth to education spending and not vice versa. Chandra (2010) has tested for a causal relationship between education 

investments and economic growth for India for the time period 1951-2009 using linear and non-linear Granger causality methods. He found that there is bi-

directional causality between education spending and GDP for India. Thus, it can be seen that overall, the empirical evidence regarding this relationship for India 

too is quite mixed. 

 

3. DATA SOURCES AND METHODOLOGY 
The objective of this paper is to investigate the dynamics of the relationship between educational expenditure of Govt. and economic growth in India using the 

annual data for the period 1980-81 to 2010-11 which includes the 31 annual observations. The three main variables of this study are economic growth, 

educational expenditure of Govt and gross domestic capital formation. The Gross Domestic Product (GDP) is used as the proxy for economic growth in India and 

represents the economic growth rate by using the constant value of Gross Domestic Product (GDP) measured in Indian rupee and gross domestic capital 

formation used as a proxy of physical capital. The data for the sample period are obtained from the Handbook of Statistics on Indian Economy, 2010-11 

published by Reserve Bank of India. Expenditure on Education used as a proxy of human capital is taken from our publication titled ’Analysis of Budgeted 

Expenditure on Education’ published by Dept. of Higher Education, Govt. of India. All the variables are taken in their natural logarithms to avoid the problems of 

heteroscedasticity. Using the time period 1980-81 to 2010-11 for India, this study aims to examine the long-term and causal dynamic relationships between the 

level of education expenditure and economic growth. The estimation methodology employed in this study is the co integration and error correction modelling 

technique. The entire estimation procedure consists of three steps: first, simple regression analysis by OLS technique, second, unit root test; and third, Granger 

causality test estimation (steps explain in appendix). The paper is based on the following hypotheses for testing the causality and co-integration between GDP 

I 
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and education expenditure in India first whether there is bi-directional causality between GDP growth and EDU, second whether there is unidirectional causality 

between the two variables, and last whether there is no causality between GDP and EDU in India. Similar hypothesis is used for GDP and gross capital formation. 

The model specification draws inspiration from the earlier works of Pradhan (2009) and Babatunde and Adefabi (2005). The choice of the existing model is based 

on the fact that it allows for generation and estimation of all the parameters without resulting into unnecessary data mining. The growth model for the study 

takes the form: 

GDP=f (EDU) ---------------------- (1) 

Where, GDP and EDU are the gross domestic product and education expenditure respectively. Equation (1) is treated as a Cobb-Douglas function with 

investment in education, EDU, as the only explanatory variable. The link between Economic growth (measured in terms of GDP growth) and EDU in India can be 

described using the following model in linear form: 

Ln GDPt= α + β Ln EDUt + εt------------------ (1.1) 

α and β>0 

The variables remain as previously defined with the exception of being in their natural log form, εt is the error term assumed to be normally, identically and 

independently distributed. 

GDPt and EDUt show the Gross Domestic Product annual growth rate and educational expenditure of govt. at a particular time respectively while εt represents 

the “noise” or error term; α and β represent the slope and coefficient of regression. The coefficient of regression, β indicates how a unit change in the 

independent variable (educational expenditure ) affects the dependent variable (gross domestic product). The error, εt, is incorporated in the equation to cater 

for other factors that may influence GDP. The validity or strength of the Ordinary Least Squares method depends on the accuracy of assumptions. In this study, 

the Gauss-Markov assumptions are used and they include; that the dependent and independent variables (GDP and EDU) are linearly co-related, the estimators 

(α, β) are unbiased with an expected value of zero i.e., E (εt) = 0, which implies that on average the errors cancel out each other. The procedure involves 

specifying the dependent and independent variables; in this case, GDP is the dependent variable while EDU the independent variable. But it depends on the 

assumptions that the results of the methods can be adversely affected by outliers. In addition, whereas the Ordinary Least squares regression analysis can 

establish the dependence of either GDP on EDU or vice versa; this does not necessarily imply direction of causation. Stuart Kendal noted that “a statistical 

relationship, however, strong and however suggestive, can never establish causal connection.” Thus, in this study, another method, the Granger causality test, is 

used to further test for the direction of causality. 

 

4. RESULT  
ORDINARY LEAST SQUARE TECHNIQUE 

TABLE 1: RESULT OF OLS TECHNIQUE 

Variable Dependent variable is Ln GDP 

  Coefficient SE t ratio R2 F Statistic 

Ln EDU 3.412437 0.84184 4.05 0.3617 16.43 

  Dependent variable is Ln EDU 

Ln GDP 0.1059865 0.02615 4.05 0.3617 16.43 

  Dependent variable is Ln GDP 

Ln GDCF 0.7174564 0.01439 49.86 0.9885 2486.26 

  Dependent variable is Ln GDCF 

Ln GDP 1.377743 0.02763 49.86 0.9885 2486.26 

In Ordinary least Square Method, reject the hypothesis that there is no relationship between the variable and the results of the Ordinary Least Squares 

Regression are summarized in the Table 1. The empirical analysis on basis of ordinary Least Square Method suggests that there is positive relationship between 

EDU and GDP, GDCF and GDP and vice versa. 

UNIT ROOT TEST 

TABLE-2: UNIT ROOT TEST WITH LEVEL 

variable intercept 

Ln GDP lag (0) lag(1) 

AIC  1.44006 -5.16596* 

HQIC 1.45433 -5.13741* 

SBIC 1.48805 -5.06997* 

Ln EDU     

AIC  -2.65906 -3.23816* 

HQIC -2.64479 -3.20961* 

SBIC -2.61107 -3.14217* 

Ln GDCF     

AIC  2.13463 -1.89745* 

HQIC 2.1489 -1.86172* 

SBIC 2.18263 -1.79427* 

Ho: series has unit root; H1: series is trend stationary, *MacKinnon critical values for rejection of hypothesis of a unit root. AIC stands for Akaike info criterion 

SBC stands for Schwarz Bayesian criterion 

Table 2 & 3 present the results of the unit root test. The results show that both variables of our interest, namely LnGD, LnEDU and LnGDCF attained stationary 

after first differencing, L (1). Table 2 presents the results of the unit root test for the three variables for their levels. The results indicate that the null hypothesis 

of a unit root cannot be rejected for the given variable and hence, one can conclude that the variables are not stationary at their levels. To determine the 

stationary property of the variable, the same test above was applied to the first differences. Results from Table 3 revealed that the ADF value is greater than the 

critical t-value at 1% level of significance for all variables. Based on these results, the null hypothesis that the series have unit roots in their differences is 

rejected, meaning that series are stationary at their first differences [they are integrated of the order one i.e. L (1)]. The AIC (Akaike Information criterion) and 

SBC (Schwartz Bayesian criterion) are shown in the tables to determine the number of lags that makes the error term a white noise, which is one lag, as can be 

seen from Table 2. 

 

TABLE-3: UNIT ROOT TEST - THE RESULTS OF THE AUGMENTED DICKEY FULLER (ADF) TEST FOR THE FIRST DIFFERENCE WITH AN INTERCEPT & LINEAR TREND 

Variable test statistic 1 % critical 5 % critical 10 % critical 

Ln GDP -3.873 -3.723 -2.989 -2.625 

Ln EDU -6.335 -3.723 -2.989 -2.625 

Ln GDCF -6.472 -3.723 -2.989 -2.625 
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GRANGER CAUSALITY TEST 

The results of Pair wise Granger Causality between economic growth (GDP) and investment in education (EDU) are contained in Table 4. The results reveal the 

existence of a bi-directional causality which runs from economic growth (GDP) to investment in education (EDU) and vice versa and runs from economic growth 

(GDP) to gross domestic capital formation (GDCF) and vice versa.  

The null hypotheses of the Granger-Causality test are: 

H0: X ≠ Y (X does not granger-cause Y)  

H1: X ≠Y (X does Granger-cause Y)  

We have found that both for the Ho of “LNEDU does not Granger Cause LNGDP” and Ho of “LNGDP does not Granger Cause LNEDU”, we cannot reject the Ho 

since the probability values greater than 0.1. Therefore, we accept the Ho and conclude that LNGDP does not Granger Cause LNEDU. On the basis of probability, 

LNGDP does not Granger Cause LNGDCF and, LNGDCF does not Granger Cause LNGDP. 

The below results generally show that there is only causal relationship between education expenditure indicators and economic growth in India. Because on the 

basis of probability value which is less than 0.1, we can reject the null hypothesis that is LNEDU does not Granger Cause LNGDP. There is unidirectional casual 

relationship between education expenditure and economic growth. 

 

TABLE 4: GRANGER CAUSALITY TEST 

Null hypothesis chi2 P-value Decision 

LNGDP does not Granger Cause LNEDU 0.1003 0.951 Accept 

 LNEDU does not Granger Cause LNGDP 14.73 0.001 Reject 

LNGDP does not Granger Cause LNGDCF 2.9542 0.228 Accept 

LNGDCF does not Granger Cause LNGDP 0.76278 0.683 Accept 

5. CONCLUSION 
The paper empirically estimated the relationship between education expenditure of government and economic growth in India using annual data over the 

period 1981 to 2011. The unit root properties of the data were examined using the Augmented Dickey Fuller test (ADF) after which the co integration and 

causality tests were conducted. The estimation shows the following findings: (1) the empirical analysis on basis of ordinary Least Square Method suggests that 

there is positive relationship between EDU and GDP and vice versa and also there is positive relationship between GDP and GDCF and vice versa. (2) The unit 

root test clarified that economic growth; education and gross domestic formation are non-stationary at the level data but found stationary at the first 

differences. Therefore, the series of the variables of our consideration-EDU, GDP and GDCF, namely, education economic growth and gross domestic capital 

formation were found to be integrated of order one using the ADF tests for unit root. (3) The Granger causality test finally confirmed that there exist no causality 

that can runs from economic growth to education and GDCF. The causality can runs from education to economic growth. Finally, it can be suggested that 

concerted effort should be made by policy makers to increase the level of human capital in India through which productivity can be enhanced in order to boost 

growth (GDP). Moreover, quality assurance in education should be given utmost priority in order to make it growth enhancing. 
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APPENDIX 
STEP –I: ORDINARY LEAST SQUARE METHOD 

Here it is assumed the hypothesis that there is no relationship between educational expenditure (EDU) and Economic Growth in terms of GDP. To confirm about 

our hypothesis, primarily, we have studied the effect of education expenditure on economic growth and vice versa by two simple regression equations: 

EDUi= a + b*GDPi-------------------------------------------- (2)  

GDPi= a1+ b1*EDUi----------------------------------------- (3)  

GDP = Gross domestic product. EDU = Educational expenditure of government in India. t= time subscript .The same equation apply for other variable. The first 

step for an appropriate analysis is to determine if the data series are stationary or not. Time series data generally tend to be non-stationary, and thus they suffer 

from unit roots. Due to the non-stationarity, regressions with time series data are very likely to result in spurious results. The problems stemming from spurious 

regression have been described by Granger and New bold (1974). In order to ensure the condition of stationarity, a series ought to be integrated to the order of 

0 [I (0)]. In this study, tests of stationarity, commonly known as unit root tests, were adopted from Dickey and Fuller (1979, 1981). As the data were analyzed, we 

discovered that error terms had been correlated in the time series data used in this study. 

STEP –II: THE STATIONARITY TEST (UNIT ROOT TEST) 

It is suggested that when dealing with time series data, a number of econometric issues can influence the estimation of parameters using OLS. Regressing a time 

series variable on another time series variable using the Ordinary Least Squares (OLS) estimation can obtain a very high R
2
, although there is no meaningful 

relationship between the variables. This situation reflects the problem of spurious regression between totally unrelated variables generated by a non-stationary 

process. Therefore, prior to testing Co integration and implementing the Granger Causality test, econometric methodology needs to examine the stationarity; 

for each individual time series, most macro-economic data are non-stationary, i.e. they tend to exhibit a deterministic and/or stochastic trend. Therefore, it is 

recommended that a stationarity (unit root) test be carried out to test for the order of integration. A series is said to be stationary if the mean and variance are 

time-invariant. A non-stationary time series will have a time dependent mean or make sure that the variables are stationary, because if they are not, the 

standard assumptions for asymptotic analysis in the Granger test will not be valid. Therefore, a stochastic process that is said to be stationary simply implies that 

the mean [(E (Yt)] and the variance [Var(Yt)] of Y remain constant over time for all t, and the covariance [covar(Yt, Ys)] and hence the correlation between any 

two values of Y taken from different time periods depends on the difference apart in time between the two values for all t≠s. Since standard regression analysis 

requires that data series be stationary, it is obviously important that we first test for this requirement to determine whether the series used in the regression 

process is a difference stationary or a trend stationary. The Augmented Dickey-Fuller (ADF) test is used. To test the stationary of variables, the Augmented 

Dickey Fuller (ADF) test is use, which is mostly used to test for unit root. Following equation checks the stationarity of time series data used in the study: 

ΔYt = β1 + β2t + α Yt-1 + γ Σi=1 ΔYt-i + εt 

Where εt is white nose error term in the model of unit root test, with a null hypothesis that variable has unit root. The ADF regression test for the existence of 

unit root of Yt that represents all variables (in the natural logarithmic form) at time t. The test for a unit root is conducted on the coefficient of Yt-1 in the 
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regression. If the coefficient is significantly different from zero (less than zero) then the hypothesis that Y contains a unit root is rejected. The null and alternative 

hypothesis for the existence of unit root in variable Yt is H0; α = 0 versus H1: α < 0. Rejection of the null hypothesis denotes stationarity in the series.  

If the ADF test-statistic (t-statistic) is less (in the absolute value) than the Mackinnon critical t-values, the null hypo-thesis of a unit root cannot be rejected for 

the time series and hence, one can conclude that the series is non-stationary at their levels. The unit root test tests for the existence of a unit root in two cases: 

with intercept only and with intercept and trend to take into the account the impact of the trend on the series. 

STEP–III: THE GRANGER CAUSALITY TEST 

Causality is a kind of statistical feedback concept which is widely used in the building of forecasting models. Historically, Granger (1969) and Sim (1972) were the 

ones who formalized the application of causality in economics. Granger causality test is a technique for determining whether one time series is significant in 

forecasting another (Granger, 1969). The standard Granger causality test (Granger, 1988) seeks to determine whether past values of a variable helps to predict 

changes in another variable. The definition states that in the conditional distribution, lagged values of Yt add no information to explanation of movements of Xt 

beyond that provided by lagged values of Xt itself (Green, 2003). We should take note of the fact that the Granger causality technique measures the information 

given by one variable in explaining the latest value of another variable. In addition, it also says that variable Y is Granger caused by variable X if variable X assists 

in predicting the value of variable Y. If this is the case, it means that the lagged values of variable X are statistically significant in explaining variable Y. The null 

hypothesis (H0) that we test in this case is that the X variable does not Granger cause variable Y and variable Y does not Granger cause variable X. In summary, 

one variable (Xt) is said to granger cause another variable (Yt) if the lagged values of Xt can predict Yt and vice-versa. 

EDU and GDP are, in fact, interlinked and co-related through various channel. There is no theoretical or empirical evidence that could conclusively indicate 

sequencing from either direction. For this reason, the Granger Causality test was carried out on EDU and GDP. 

The spirit of Engle and Granger (1987) lies in the idea that if the two variables are integrated as order one, I (1), and both residuals are I (0); this indicates that 

the two variables are co integrated. The Granger theorem states that if this is the case, the two variables could be generated by a dynamic relationship from GDP 

to EDU and, vice versa. 

Therefore, a time series X is said to Granger-cause Y if it can be shown through a series of F-tests on lagged values of X (and with lagged values of Y also known) 

that those X values predict statistically significant information about future values of Y. In the context of this analysis, the Granger method involves the 

estimation of the following equations: 

dLn GDPit= Σαi dLn GDPt-i + Σ βj dLn EDUt-j +ε1t--------------------------- (4) 

If causality (or causation) runs from GDP to EDU, it takes the form: 

dLn EDUit = Σai dLn EDUt-1 +Σbj dLnGDPt-1 + +ε2t--------------------- (5) 

Where, GDPt and EDUt represent gross domestic product and educational expenditure respectively, εit is uncorrelated stationary random process, and subscript t 

denotes the time period. In equation (4), failing to reject: H0: αi = βj =0 implies that educational expenditure does not Granger cause economic growth. On the 

other hand, in equation (5), failing to reject H0: ai= bj =0 implies that economic growth via GDP growth does not Granger cause educational expenditure. The 

decision rule:  

From equation (4), dLnEDUt-1Granger causes dLn GDPit if the coefficient of the lagged values of EDU as a group (βj) is significantly different from zero based on F-

test (i.e., statistically significant). Similarly, from equation (5), dLnGDPt-1 Granger causes dLn EDUit if bj is statistically significant. 
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