Investment in education increases economic growth and income - empirics
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The empirical results show that income change (INCC) is significantly and positively related to education change (EMPC) such that a one percent increase in education increases income by 0.3 percent in West Virginia. This result is supported by the findings of Chen and Wu (2007) which shows that development of higher education creates positive effects on the employment and income. The result also is supported by the findings of Ranis et al. (2000), Jorgenson and Fraumeni (1992), and Barro (2001). Population change (POPC) is significant and positively related to income change (INCC) indicating that when population change increases by one percent, income change increases by 0.3 percent. This may be due to creating more income opportunities with increasing population at county level. The initial value of income (INCBASE) has a negative and significant relationship with employment change; thus, counties that reported high initial percentages of income had lower growth rates of income. Poverty indicates significant and a positive relationship with income change; but impacts are minimal. Results for the education change equation indicate that a one percent change in income growth increases educational growth by 1.7 percent. One reason for this could be that high income leads to more savings and investment which increases opportunities for education. Also, high income in a county may lead to improved educational facilities, healthcare facilities and other local amenities that increase the number of jobs Created. The result is supported by the study of Gyimah-Brempong et al. (2006) which shows that all levels of education for human capital development, including higher education for human capital development, are statistically significant and have a positive effect on the growth rate of per capita income in African counties. Results further indicate that growth in population (POPC) has a negative relationship with education change. This is a common trend with higher education people to control family size. Also it is a general trend with higher education people to out-migrate from poor counties in West Virginia (ARC, 2010b ). The initial level of income (INCBASE) has a positive relationship with education growth. Thus, the counties that reported high initial percentages of income had higher growth rates of education compared to the other counties. This means that higher investment in education occurs with higher income level. The initial level of education (EDUBASE) indicates a significant and negative relationship with education change. This means that the counties which reported high initial percentages of education had lower growth of education in West Virginia. The empirical results for the population change (POPC) equation indicate that increasing education change (EDUC) decreases population growth in West Virginia. Results also show that education in 2000 (EDUBASE) has a negative relationship with population change. This means that the counties reported higher rates of education at 2000 were less populated compared to others. The significant and positive relationship of unemployment rate (UNEMP) with changing population may indicate that lower income and education together with high unemployment rate leads to bigger family sizes in West Virginia. With high unemployment and poverty rates people may tend to be less educated and have less accessibility to birth control facilities and family planning and other related educational programs. 6. Summary and Conclusions The main purpose of this study was to examine the relationship between education and economic growth in West Virginia. County level analysis based on the changes of income, education and population, highlight two important points. First, empirical analysis reveals that both education growth and income growth positively affect each other. Thus, more attempts to increase job or income generation opportunities would be beneficial. According to the ARC (2010b ), only 35 of the 420 counties in Appalachia reported positive employment growth from 2007 to 2010. However, according to the strategic plan of Appalachia, the region is expected to create 120,000 new jobs from 2011-2016 (ARC, 2011). This would enhance education growth as well as income growth of West Virginia. Educational attainment raises productivity, increases income earnings, reduces poverty risk and improves living standards. Thus, investment in education, particularly targeting to the poor counties, would be essential for income growth. Second, the empirical analysis reveals the impact of higher education on population growth. Thus adequate policy measures are needed to control out migration and create employment opportunities within the state. One way of maintaining economic development is to create „occupational competitiveness‟ with a higher share of the workforce employed in „creative class‟ positions – those who specialize in knowledge-based and idea creation, such as engineers, designers, business managers and scientists (ARC, 2011). Overall, the empirical results and analysis highlights the need for a comprehensive set of policies to enhance economic growth of West Virginia. These policies should adequately improve and increase educational facilities, income earning opportunities, along with development in basic infrastructure. According to the ARC (2010b ), the Appalachian region 
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