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Abstract
This paper offers a new model to critically examine associations between human capital, 
social capital, and health outcomes within the context of a two-period Overlapping 
Generations (OLG) model of endogenous growth model. Basically, individuals with 
higher level of human capital can build strong social ties, and those individuals who have 
more robust social networks are less likely to have health problems and are physically 
healthier. In an attempt to gain a better understanding of broader policy implications, a 
numerical analysis for low-income countries has been utilised and a sensitivity analysis 
under a different set of parameter values has been employed in the paper. We provide a
comparison of three main experiments: an increase in the share of public spending on 
education, social capital-related activities, and health. The results confirm the 
association between education, social capital, and health outcomes, and its favourable 
effect on long-run growth in low-income countries.
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Table 2
Increase in Share of Government Spending on Education, Social Capital Related Activities, and Health

Higher Share of Spending on Education1/ Absolute Deviations from Baseline
Baseline Benchmark 1 = 0.55 1 = 0.4 2 = 0.3 1 = 0.65

Individual savings rate 0.120 0.0005 0.0006 0.0005 0.0005 0.0005
Life expectancy 0.940 0.0044 0.0053 0.0045 0.0046 0.0044
Social capital private capital ratio 0.958 0.1412 0.1667 0.1373 0.1351 0.1358
Human capital private capital ratio 1.087 0.1384 0.1640 0.1406 0.1419 0.1368
Social capital human capital ratio 0.881 0.0157 0.0189 0.0093 0.0036 0.0132
Health status 1.000 0.0703 0.0858 0.0656 0.0614 0.0798
Growth rate of final output 0.033 0.0040 0.0047 0.0039 0.0038 0.0040
Higher Share of Spending on Social Capital 2/ Absolute Deviations from Baseline

Baseline Benchmark 1 = 0.55 1 = 0.4 2 = 0.3 1 = 0.65

Individual savings rate 0.120 -0.0001 -0.0001 -0.0001 -0.0001 -0.0001
Life expectancy 0.940 -0.0010 -0.0008 -0.0013 -0.0010 -0.0010
Social capital private capital ratio 0.958 0.0555 0.0592 0.0734 0.0533 0.0573
Human capital private capital ratio 1.087 -0.0297 -0.0233 -0.0381 -0.0273 -0.0289
Social capital human capital ratio 0.881 0.0772 0.0776 0.1030 0.0751 0.0782
Health status 1.000 0.0525 0.0557 0.0686 0.0489 0.0465
Growth rate of final output 0.033 0.0008 0.0009 0.0010 0.0007 0.0008
Higher Share of Spending on Health 3/ Absolute Deviations from Baseline

Baseline Benchmark 1 = 0.55 1 = 0.4 2 = 0.3 1 = 0.65

Individual savings rate 0.120 -0.0001 -0.0001 -0.0001 -0.0001 -0.0001
Life expectancy 0.940 -0.0006 -0.0004 -0.0006 -0.0006 -0.0007
Social capital private capital ratio 0.958 -0.0508 -0.0460 -0.0467 -0.0490 -0.0613
Human capital private capital ratio 1.087 -0.0161 -0.0126 -0.0187 -0.0177 -0.0197
Social capital human capital ratio 0.881 -0.0342 -0.0337 -0.0282 -0.0309 -0.0415
Health status 1.000 0.1431 0.1449 0.1483 0.1469 0.1782
Growth rate of final output 0.033 0.0004 0.0005 0.0005 0.0005 0.0005

1/ Increase in E from 0.171 to 0.222 financed by a concomitant cut in U.
2/ Increase in S from 0.05 to 0.065 financed by a concomitant cut in U.
3/ Increase in H from 0.103 to 0.133 financed by a concomitant cut in U.
Notes: 1 is the elasticity of human capital with respect to government spending on education and set equal to 0.45 in the benchmark case.

1 and 2 are the elasticity of social capital with respect to government spending on social capital related activities and human capital of the
previous generation. They are set equal to 0.3 and 0.2 respectively in the benchmark case. 1 is the elasticity of health status in adulthood
with respect to government spending on health and set equal to 0.55 in the benchmark case.

Source: Author's calculations.


