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Abstract 
This study aims to determine the effect of education as seen 
from the mean year of schooling and literacy rate, health as seen 
from life expectancy and infant mortality rate on economic 
growth in Malaysia. This study uses the panel regression analysis 
method to see the effect of the independent variables on the 
dependent variable as seen from data in 2016 to 2020 in 
Malaysia. By using the Classic Assumption Test and Multiple 
Linear Regression Analysis methods to see whether the 
independent variables can affect the dependent variable in 
Malaysia. The results of this study indicate that mean year of 
schooling, literacy rate, life expectancy and infant mortality rate 
have no significant effect on economic growth in Malaysia. 
From the research results, it is suggested to the government to 
be able to improve the quality of education and health in the 
community by providing facilities evenly throughout the 
country. The need to raise awareness that the importance of 
education and health as human capital investment. In addition, 
there is a need for good education and health planning in an 
effort to improve the quality of human resources. 

 
INTRODUCTION 

Economic growth, which refers to the economy’s long-term productive 
potential, has been a hot topic of discussion among scholars and development 
economists (Andreoni & Chang, 2019; Cai, 2010; Lawal et al., 2016). Malaysia is on track 
to meet its goal of becoming a developed country by focusing on the stabilisation of 
economic growth, which may be impacted and measured by a variety of indicators such 
as GDP (Daly & Frikha, 2016; Kynčlová et al., 2016). Many elements including human 
resources, natural resources, capital creation, technical advancement and innovation have 

an impact on economic growth. Human resources include labour supply, workforce 
skills and other factors including pay scales, health, skill levels and educational 
attainment (Fortin et al., 2015; Liu et al., 2017). The building up of financial 
resources to support economic expansion, which is also accompanied by technical 
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advancements (Hsu et al., 2021; Mazur et al., 2016; Samuelson, 2004). According to 
Harrod-Domar, growth necessitates investment, which is a net increase in capital 
stock (Mazur et al., 2016). 

Investment in human resources can be done through education and health. 
Long-term investments in education and health, for example, are focused at 
increasing the quantity and quality of human capital (Aganbegyan, 2017; Mazelis et 
al., 2021). Many ways exist for determining the quality of human capital through 
education, one of which is looking at the mean year of schooling. School students in 
Malaysia are between 11 and 13 years of age for formal education.  Literacy rate are 
computed based on the proportion of the population in the Labour Force Survey 
aged 10 years and over as well as 15 years and over who  are in school or have 
completed schooling (Hanushek et al., 2017; Klasen & Pieters, 2015). Literacy rate is 
a lifelong process of learning that allows a person to attain their goals, expand their 
knowledge and potential and fully participate in society.  

Health is also a kind of long-term investment in increasing human resource 
quality. Health, as demonstrated by Arrow, (1962); Baird et al., (2016); Ehrlich & 
Chuma, (1990); Schultz, (2002), is another key source of economic growth, healthy 
people, according to Frankenberg & Thomas, (2011), have a longer life expectancy, 
which encourages growth by hastening the demographic shift. As a result, health is 
critical to economic growth since it stems from a healthy body and mind, both of 
which assist an individual in accomplishing everyday activities and allowing people 
with good health to enjoy life without relying on others. In addition to life 
expectancy, infant mortality rates are another way to assess the quality of human 
capital through health. Infant mortality rate is the probability that a child born in a 
certain year or period would pass away before turning one, given the prevailing age-
specific death rates of the time. 

Table 1. Malaysia’s education and health data from 2016 to 2020 

 2016 2017 2018 2019 2020 

Education 

Mean year of schooling 10.4 10.5 10.6 10.6 10.6 

Literacy rate 95.8 96.1 96.1 96.2 96.45 

Health 
Life Expectancy 74.55 74.6 74.75 74.9 75.1 
Infant Mortality Rate 6.7 7.9 7.2 6.4 5.9 

As Table 1 shows above, in the years 2016 to 2020, the mean year of 
schooling was 10.6 years consecutively, which is the same as a Form 4 in senior high 
school. In 2016 to 2017, the mean years of schooling climbed from 10.4 to 10.5 
years, which is also equivalent to Form 4 in senior high school. As a result, the mean 
years of schooling in Malaysian’s population were completed at the senior high 
school. In general, the greatest literacy rate in the last five years was 96.45% in 2020 
while the lowest literacy rate of 95.8% was recorded in 2016. More over 95% of the 
population aged 15 and up can read and write, according to average literacy rates. 

While for life expectancy, the highest in the last five years is 75.1 years old in 
2020, while the lowest life expectancy is 74.55 years old in 2016. The life expectancy 
and growth rate have steadily increased in Malaysia over the last five years. The 
average life expectancy during the next five years is around 74.78 years old with 
growth rate of less than 1%. Following that, the highest growth rate in infant 
mortality rate was recorded in 2018 at 4.3%, while the lowest growth rate was 
recorded in 2019 at a negative 11.1%. It can be seen that the infant mortality in 
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Malaysia fluctuates every year. 
As restated by Eriyanti et al., (2020); Piętak, (2014) it is claimed by Solow and 

Swan that economic growth is dependent on increases in the supply of production 
inputs, such as population growth, labour force expansion, and capital accumulation 
(investment). Economic growth is an increase in the production of goods and 
services in an economy (Chisholm et al., 2016; Ferreira et al., 2019). Increases in 
capital goods, labour force, technology and human capital can all contribute to 
economic growth. Education is crucial in producing excellent human capital and 
improving the quality of human capital is critically necessary for this. A number of 
variables, including primary and secondary enrolment ratios, literacy rates and 
educational spending, have been included to account for the role of human capital of 
growth. There may also be very long lags associated with education investments and 
economic growth (Belloumi, 2014; Goczek et al., 2021). The Human Development 
Index (HDI) is a composite indicator used by the United Nations Development 
Program (UNDP) to measure a country’s average achievement in human 
development, specifically education as measured by mean year of schooling and 
literacy rate of the 15 years old population upward. 

Barnay, (2016) claims that better health enhances worker productivity and 
wages by lowering disability, weakness and the number of sick days. Poor health, on 
the other hand and the resulting loss of working time leads to a decrease in employee 
physical and mental capacity, productivity and overall pay (Ehsan & Ali, 2019; Merkel 
et al., 2019). Life expectancy is a metric for assessing an individual’s health in a 
certain area. The average number of years a person can live in a lifetime is called life 
expectancy (UNDP) (Atherwood, 2022; Jafrin et al., 2021). Life expectancy is also 
used to evaluate the government’s effectiveness in terms of enhancing the 
population’s well-being in general and health standards in particular. The infant 
mortality rate (IMR), in addition to life expectancy, can be used to gauge the state of 
public health. The death of a little kid under the age of one year is known as infant 
mortality (Zhang et al., 2022). 

Education and health have the ability to contribute to the country’s 
development through facilitating the accumulation of human capital and the growth 
process (Sarwar et al., 2021; Wang et al., 2021). One of every nation’s key goal is to 
raise its level of living. Investing in education and health can help achieve important 
social goals because a sufficient level of human capital improves employee’s skills, 
productivity and quality of life (Baharin et al., 2020; Tvaronavičienė et al., 2022). 
Furthermore, the accumulation of human capital has been proved to be a crucial 
determinant of economic growth due to its impact on productivity. A link may be 
drawn between economic progress and the accumulation of human capital through 
education and health. According to the data above, Malaysia’s economic growth has 
been increasing and decreasing throughout the last five years from 2016 to 2020, as 
evidenced by GDP. 

 
METHODS 

In order to solve a problem, a research method is a scientific method or 
approach for gathering information about a topic through study (Darmaji et al., 2019; 
Sarker et al., 2020). The data analysis approach that will employ in this study is a 
quantitative analysis method with the aid of SPSS version 21 and 16 because the data 
of mean year of schooling (X1), literacy rate (X2), life expectancy (X3) and infant 
mortality rate (X4) are all quantitative. Panel data with data pooling and time series 



Analysis of the Influence of Investment in Education and 
Health on Economic Growth in Malaysia 

International Journal of Multidisciplinary of Higher Education 

Vol. 6, No. 2, pp. 65-77, 2023 

 

68 

 

 

approaches were employed in this investigation (Asteriou et al., 2021; Lv & Xu, 
2019). The district in Malaysia from 2016 to 2020 is where the data is pooled in this 
study.  

This study uses a descriptive and correlational technique to evaluate the 
relationship between the independent variables of education and health and the 
dependent variable of economic growth in Malaysia (Nawaz et al., 2022; Saleem et al., 
2020). Secondary data sources will be used by researcher which a type of data that 
has already been collected in the past. In simple terms, secondary data is every 
dataset not obtained by the author, or “the analysis of data gathered by someone 
else” Boslaugh, (2007) to be more specific. The collection techniques were employed 
in this study through proper documentation and library research. Technique analysis 
data used in this study namely descriptive research, normality, multicollinearity, 
heteroscedasticity and autocorrelation test. Hypothesis test that used in this study are 
determination coefficient (R2), t-statistic and F-statistic test. 
 
RESULT AND DISCUSSION  
Classi Assumption Test 

The purpose of this study is to determine the effect of the independent 
variables namely mean year of schooling, literacy rate, life expectancy and infant 
mortality rate on dependent variable which is economic growth in Malysia for the last 
five years from 2016 to 2020. In this study, the normality, multicollinearity, 
heteroscedasticity and autocorrelation test were carried out first and will do 
hypothesis test to see the results of this study. 

Table 2.  Test of Normality 

Test of Normality 

Unstandardized Residual 

N   75 

Normal Parametersa Mean  .0000000 

 Std. Deviation  3.83268471 

Most Extreme Differences Absolute  .185 

 Positive  .110 

 Negative  -.185 

Kolmogorov-Smirnov Z   1.599 

Asymp. Sig. (2-tailed)   .012 

Test distribution is Normal. 
Calculate from data 

   

The Kolmogorov-Smirnov method’s findings for the normality test yielded a 
residual Asymp. Sig. (2-tailed) value of 0.12. The normality test in this study indicates 
that the distribution is normally distributed because the result is larger than 0.05 (0.12 
> 0.05), so this analysis can be continued. 

Table 3.  Test of Multicollinearity 

  Unstandardized 
Coefficients 

Standardized 
Coefficients 

  Collinearity 
Statistics 

 
Model 

 
B 

Std. 
Error 

 
Beta 

 
t 

 
Sig. 

Toleranre 
 

VIF 

1 (Constant) -45.866 26.797  -1.712 .091   

 Mean Year of 1.556 .991 .180 1.570 .121 .909 1.100 
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School 

 Literacy Rate .004 .045 .009 .081 .935 .957 1.045 

 Life Expectancy .294 .343 .106 .858 .394 .789 1.268 

 
Infant Mortality 
Rate 

1.502 .444 .407 3.383 .001 .827 1.209 

a. Dependent Variable: Economic Growth 

It is clear from the results of the multicollinearity test above that all of the 
tolerance value’s numbers are higher than 0.1. While it is also known that no number 
larger than 10 may be found in VIF value. It is evident that there is no multi-
collinearity between the independent variables because both the tolerance and VIF 
value fall within the range of values that satisfy the traditional assumptions. 

 
Fig 1. Dependent Variable: Economic Growth 

From the scatterplot graphic above can be seen that the data points are 
scattered above and below the number 0. The data points do not gather only above 
and below, and also their distribution does not form a pattern. It can be concluded 
that in this multiple linear regression study there was no heteroscedasticity. 

Table 4.  Test of Autocorrelation 

 
 

Model 

 
 

R 

 
 

R Square 

Adjusted R 

Square 

Std. Error 

of the 

Estimate 

 
 

Durbin-Watson 

1 .402a .162 .114 3.9407 2.220 

a. Predictors: (Constant), Infant Mortality Rate, Literacy Rate, Mean Year of School, 
Life Expectancy 

b. Dependent Variable: Economic Growth 
It is shown in the Table 3 above that the Durbin Watson value is 2.22 with a 

sample size of 75 and a total of 4 independent variables (k = 4), the comparator 
employs a significance value of 5%. Both the dU and 4-dU values are 1.5151 and 
2.485 respectively. The DW test indicates that there is no autocorrelation in the 
regression analysis because the DW value is between dU and 4-dU value (1.5151 < 
2.22 < 2.485). 
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Hypothesis Test 
The hypothesis test is used to determine whether the regression coefficient 

produced in this study is significant or not. Testing the hypothesis there are three 
tests carried out in this study, namely the coefficient of determination test, T-statistic 
(partial test) and F-statistic test (simultaneous test). 

Table 5.  Determination Coefficient Test (R2) 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .402a .162 .114 3.9407 

a. Predictors: (Constant), Infant Mortality Rate, Literacy Rate, Mean Year of School, 
Life Expectancy 

b. Dependent Variable: Economic Growth 
Source: SPSS version 16.0 

Based on Table 4 above, it is known that the R2 value is 0.162. The implies 
that the influence of variables X1, X2, X3 and X4 simultaneously on variable Y is by 
16.2%. This means that 16.2% of economic growth can be explained by the mean 
year of schooling, literacy rate, life expectancy and infant mortality rate. While other 
factors that were not considered in this study can explain the remaining 83.8% of the 
economic growth variable. 

Table 6. T-Statistic Test 

t-statistic Test 

  
Unstandardized 

Coefficients 
Standardized 
Coefficients 

  

 
Model 

 
B 

Std. 
Error 

 
Beta 

 
t 

 
Sig. 

1 (Constant) -45.866 26.797  -1.712 .091 

 Mean Year of School 1.556 .991 .180 1.570 .121 

 Literacy Rate .004 .045 .009 .081 .935 

 Life Expectancy .294 .343 .106 .858 .394 

 Infant Mortality Rate 1.502 .444 .407 3.383 .001 

a. Dependent Variable: Economic Growth 

For first hypothesis, it is known that the significant value for the effect of the 
mean year of school is 0.121 > 0.05 which H0 is accepted and H1 is rejected. It can 
be concluded that the mean year of school has no significant effect on economic 
growth. For second hypothesis, it is known that the significant value for the effect of 
the literacy rate is 0.935 > 0.05 which H0 is accepted and H1 is rejected. It can be 
concluded that the literacy rate has no significant effect on economic growth. For 
third hypothesis, it is known that the significant value for the effect of the life 
expectancy is 0.394 > 0.05 which H0 is accepted and H1 is rejected. It can be 
concluded that the life expectancy has no significant effect on economic growth. 
Lastly, for fourth hypothesis, it is known that the significant value for the effect of 
the infant mortality rate is 0.001 < 0.05 which H0 is rejected and H1 is accepted. It 
can be concluded that the infant mortality rate has no significant effect on economic 
growth. 
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The effect of Mean Year of Schooling (X1) on Economic Growth (Y) in 
Malaysia 

Using the regression analysis results shown in table 4.13, with a t-count value 
of 1.570 and a significance value of 0.121 > 0.05. These results suggest that 
Malaysia's economic development is not much effects by the mean year of schooling. 
As a result, H01 is accepted and Ha1 is denied, proving that the mean year of 
schooling in Malaysia does not have effects on economic growth. Research by 
Abdullah (2013), which asserts that education has little effect on economic growth in 
Malaysia, lends credibility to the study's findings. Contrary to several previous studies 
that found substantial nonlinearities between education and growth, Delgado et al., 
(2014) claim that their findings indicate that mean years of schooling is not a 
statistically significant variable in growth regressions. The results of this study are at 
odds with those of Jansson et al., (2011) study, which found that the mean year of 
schooling variable is one that the researcher found previously had significant 
explanatory power for economic growth education and schooling had a positive and 
substantial effect on economic growth. The researchers, Hanushek et al., (2008) 
found, as other economists before them, that when the mean year of schooling in a 
country was higher, the economy grew at a higher annual rate over subsequent 
decades. According to Kruger et al., (2005) study, increasing education and schooling 
have a large and favourable effect on economic growth. This demonstrates that 
accelerating economic growth does not involve forcing students to complete their 
education earlier or later than expected. According to the applicable year, a student 
who is unable to complete their education cannot become more productive. 
The effect of Literacy Rate (X2) on Economic Growth (Y) in Malaysia 

A t-count value of 0.81 and a significance value of 0.935 > 0.05 are based on 
the regression analysis results shown in table 4.13. These results suggest that 
Malaysia's economic development is not much effects by the literacy rate. As a result, 
H02 is approved and Ha2 is denied, proving that the literacy rate has no bearing on 
Malaysia's economic growth. Similar research from Banerjee et al., (2010) argues it 
must be said at the outset that formal economics analysis has been little used in 
monitoring and evaluating literacy interventions. According to Rose & Krausmann, 
(2013) argues in technical economics terms, there are significant joint production 
problems with literacy inputs combined with other inputs, so that identifying the 
precise role of the literacy component and attribution of costs and benefits is 
empirically impossible. The results of this study go counter to studies by Khan et al., 
(2016) which found that education significantly effects Malaysia's economy. 
According to Afzal et al., (2011) research in Pakistan, general higher education boosts 
the nation's economy. In this study, the literacy rate's effect on economic growth was 
not statistically significant, indicating that there is still some correlation between the 
literacy rate and economic growth in Malaysia. 
The effect of Life Expectancy (X3) on Economic Growth (Y) in Malaysia 

A t-count value of 0.58 and a significance value of 0.394 > 0.05 were used to 
calculate the regression analysis results in table 4.13. These results suggest that 
Malaysia's economic development is not much effects by life expectancy. As a result, 
H03 is accepted and Ha3 is denied, proving that life expectancy in Malaysia has no 
bearing on economic growth. However, data by Acemoglu & Johnson, (2007) shows 
that life expectancy has a smaller effect on total GDP than on population. It leads to 
the conclusion that there is no evidence that the increase in life expectancy raises 
GDP per capita. Based on data from Acemoglu & Johnson, (2007); Desbordes, 
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(2011), shows that life expectancy had a nonlinear effect on income per capita over 
the 1940–1980 period by a regression with quadratic function of life expectancy. It 
means that the effect of life expectancy on income per capita relies on the initial level 
of life expectancy. MacBride, (1931) show that an increase in life expectancy has a 
positive effect on economic growth. Aghion et al., (2010) establish a positive and 
significant relationship between life expectancy and growth. Finally, at the micro 
economic level, Savedoff & Schultz, (2012); Schultz, (2002), show that health has a 
positive impact on the economic growth through the increase in worker productivity. 
It further indicates that the positive effects of life expectancy from increase in 
savings and human capital exceed the negative effects from rise in population and 
dependency rate in the long run. However, there is no consensus on viewpoint that 
the economic growth is affected positively or negatively by life expectancy. 
The effect of Infant Mortality Rate (X4) on Economic Growth (Y) in Malaysia 

A t-count value of 3.383 and a significance value of 0.001 > 0.05 were used 
to calculate the regression analysis results in table 4.13. These results suggest that 
Malaysia's economic development is significantly has effect by the infant mortality 
rate. As a result, H04 is denied and Ha4 is accepted, proving that the infant mortality 
rate has a major effect on Malaysia's economic growth. According to Li & Liang, 
(2010) statistical results, there is a significant correlation between health and 
economic growth, making it more likely that East Asian policymakers will prioritize 
investing in human capital's health. Conversely, Akinlo & Sulola, (2019) revealed that 
government health expenditure increased infant and child mortality in sub-Saharan 
Africa due to the high level of corruption of public health expenditure. Infant 
mortality will decline as health advances, which will eventually boost the population. 
This is shown by the fact that Malaysia's population is growing annually. According 
to this study, infant mortality rate has a considerable effect on economic growth in 
Malaysia, which is demonstrated by the health index as measured by the infant 
mortality rate. 
The effect of mean year of schooling, literacy rate, life expectancy and infant 
mortality rates on economic growth in Malaysia 

According to the results of the analysis, it can be concluded that the variables 
of mean years of schooling, literacy rates, life expectancy, and infant mortality rates 
simultaneously have no effect on economic growth in Malaysia. Therefore, it can be 
stated that changes in the mean year of schooling, the literacy rate, life expectancy, 
and infant mortality rate will result in an increase in Malaysia's economic 
development. The size of the contribution to economic growth in Malaysia from 
factors including the mean year of schooling, literacy rate, life expectancy, and infant 
mortality rate is 0.162 at =5%. This indicates that factors such as the mean year of 
schooling, the literacy rate, life expectancy, and infant mortality rate affect Malaysia's 
economic development by 16.2% while the other 83.8% is determined by other 
variables. Communities with high levels of health have the chance to engage in 
productive economic activities, boosting the chances for individuals to make a living. 
A healthy population will boost the area's human capital. A population with higher 
productivity will produce more products and services, earn more money, and 
contribute to greater economic growth. This is accomplished through investing more 
in human capital. 
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CONCLUSION 
From the results of data processing carried out by researchers using panel 

regression analysis and discussion of the results of research between independent 
variables consisting of the mean year of schooling, literacy rate, life expectancy and 
infant mortality rate on the dependent variable, namely economic growth in Malaysia 
together. The conclusions from this study are firstly, education in terms of the mean 
year of schooling in 13 countries and 3 federal territories in Malaysia in 2016 to 2020 
will not have a significant effect on economic growth. Secondly, education in terms 
of literacy rate in 13 countries and 3 federal regions in Malaysia in 2016 to 2020 does 
not have a significant effect on economic growth. Thirdly, health in terms of life 
expectancy in 13 countries and 3 federal territories in Malaysia in 2016 so that 2020 
will not have a significant effect on economic growth. Next, health in terms of infant 
mortality rate in 13 countries and 3 federal territories in Malaysia in 2016 to 2020 has 
a significant influence on economic growth. Lastly, the regression model in this study 
passed the classical assumption test. With a coefficient of determination (R2) of 
0.162, it indicates that 16.2% of the dependent variable, namely economic growth in 
Malaysia, can be well explained by independent variables, while the remaining 83.8% 
is explained by variables outside this study. Independent variables consist of the 
mean year of schooling, literacy rate, life expectancy and infant mortality rate which 
together have no significant effect on economic growth in Malaysia. 
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