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Human capital is one of the basic requirements of economic growth from the
perspective of recent theories of economic growth. However, many developing
countries have not been successful in achieving sustainable economic growth and
ultimately economic development despite their large investments on expanding
the education system and strengthening the human capital. The purpose of this
article is to answer the following research question: Under what conditions
human capital can be a productive force for sustainable economic growth and
ultimately economic development? For this purpose, the hypothesis of the effect
of social capital level on the relationship between human capital and economic
growth has been tested. The sample included 20 developed and currently
developing countries, including Iran. The data has been obtained from the World
Bank and the Legatum Institute for the years 2009-2018. In this study, the

JEL Classification: F43, Threshold Dynamic Panel Model (TDPM) and the Generalized Method of
J24, P36, C33 Moments (GMM) method have been used. The results of model estimation have

shown that the impact of human capital on economic growth depends on the
Keywords: level of social capital, i.e., when the level of social capital is below the threshold
Fconomic growth, Human of 50.8 of the social capital index, the human capital cannot have a positive effect
capital, Social capital, on economic growth. However, issues such as graduate unemployment and brain
Threshold dynamic panel, drain phenomenon also have a negative effect on the economic growth. In
Developed and contrast, when the level of social capital is high exceeding the threshold of 50.8,
developing countries. the impact of human capital is positive, and in such societies, social capital acts

as a platform for the flourishing of human capital.
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1. Introduction

Social capital is a type of capital in social
and behavioral sciences, introduced in
economic and political sciences in recent
decades. The concept of social capital has
now, along with other capitals (such as
financial capital, human capital, etc.)
become one of the concepts explaining the
development process. The exact meaning
of capital depends on where this concept
is used. Social capital is an important
factor that explains the difference in
economic growth between regions. In
explaining the economic growth of
industrialized countries, human capital
has played an important role and it is said
that an important part of the economic
growth of these countries is due to the
development of human capital.

There is an interaction between social
capital and human capital since human
capital is formed from social capital and its
basic components, and the expansion and
deepening of social capital components is
influenced by human capital. Today, one of
the most important issues in the world is
economic growth. Economic growth
means that the annual net national output
increases at a constant price over a long
period of time. Therefore, the present
research investigates the effect of social
capital on the relationship between human
capital and economic growth in 20
developed and developing countries from
20009 to 2018.

2. Data / Methodology

To examine the effect of social capital on
the relationship between human capital
and economic growth in 20 developed and
developing countries from 2009 to 2018,
the hypothesis implying the effect of social

capital level on the relationship between
human capital and economic growth has
been tested. In addition to human capital
and social capital, inflation, gross fixed
capital formation growth, labor growth
and the first lag of economic growth have
been considered as independent variables
and the effect of these variables on
economic growth has been studied in the
statistical sample. The data has been
collected from the World Bank and the
Legatum Institute from 2009 to 2018. The
social capital index consists of subsets of
the Legatum index. The Legatum welfare
index is a framework that assesses the
prosperity of countries, indicating
economic and social well-being. This
index has 9 sub-indices, including
economy, entrepreneurship and
opportunity, governance, social capital,
individual freedom, education, health,
safety and security, and the environment,
all of which together measure the welfare
of the country. All these sub-indices are
given equal weight to obtain the total
Legatum index. The scores are allocated to
each country in each sub-index based on
the combination of its performance in
different variables and at different levels of
importance. The scores of these sub-
indices are then averaged to obtain a total
score for the country in this index. Finally,
the countries are ranked according to
these scores. Undoubtedly, the closer the
country is to the top of the table, it means
that it has provided higher welfare for its
citizens. In the present study, the
Threshold Dynamic Panel Model (TDPM)
and the Generalized Method of Moments
(GMM) method have been used.
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3. Results/Findings

The result of this study indicates that the
impact of human capital on economic
growth depends on the level of social
capital. Inflation and the first lag of
economic growth have a negative and
significant effect on economic growth in
the current period. Labor force and fixed
capital growth have a positive and
significant effect on economic growth.
The impact of human capital on economic
growth depends on the level of social
capital. If the level of social capital is below
the threshold of 50.8 of the social capital
index, human capital cannot have a
positive effect on economic growth.
However, if the level of social capital is
high exceeding the threshold of 50.8,
human capital can have a positive effect,
and in such a society, social capital acts as
a platform for the flourishing of human
capital.

4. Conclusion

Social and human capital are increasingly
becoming the main driver of productivity
and economic growth. The need for
productivity growth is rising in a global
economy where countries compete for
both resources and markets. Since
productivity growth depends on the
increasing rate of development and
application of new technology, public
policy must be related to the growth of
human capital, increasing its quality and
effectiveness. Therefore, it is suggested
that developing countries such as Iran
strive for the effect of human capital on
economic growth, promote social capital
in the next generation of the country, and
reform the education system to build
trust, participation and cooperation to be
able to achieve sustainable economic
growth by increasing the level of public

literacy and raising the level of social
capital.
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