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The classical economic growth theory wherein, the productivity of labor is considered as 

exogenous factor which most importantly depends on the ratio between physical capital and 

workforce, plus other factors (technology progress) but they did not take into account the effect 

of education which is potential growth of productivity. During 1980s new growth theory gave 

emphasize on education and innovation. Besides, the augmented neoclassical growth model, 

human capital as an additional factor that leads to faster rate of growth of the countries and that 

ultimately leads to higher incomes.  Education as a process had been studied in endogenous 

growth model that has certain impact on production of technology, innovation in the processes of 

knowledge building (Romer, 1990, 1993) 

Human capital development has been a great concernd for countries all over the world since 

1950s, and it remains a challenge for some of the developing countries like India. As per Census 

of India (2011), India has a demographic advantage where the country will have the largest 

number of youth population in the world.  According to United Nations Population Fund 

(UNFPA) report (2014), the demographic advantage is likely to boost growth and development 

by reaping the benefits of properly utilizing its human capital. The study makes use of secondary 

data sources like National Account Statistics, and Ministry of Human resource Development and 

All India Survey on Higher Education.  

This paper empirically examines the long-run relationship between human capital and economic 

growth at national and sub-national levels in India with the help of using different measures of 

human capital estimates. For examining the empirical relationship between human capital and 

economic growth in long-run, Johansen cointegration technique and Vector Error Correction 

Model (VECM) has been used. Our findings show that the effective labour force, who are 

educated at all relevant levels, especially at higher education has turned statistically significant.


