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ABSTRACT

In formulating policies, no nation can dispute the significance of investing in human capital in
attracting physical capital and fostering economic expansion. Economic Growth has a significant link
with Physical Resources and Human Capital. The main aim of this study is to examine the relationship
between economic growth and both physical and human capital. The study's main objective is to
examine how Pakistan's economic growth has been impacted by both people and physical capital. This
study attempts to evaluate the connection between Pakistan's total economic growth, human capital,
and physical capital using World Bank time series data from 1990 to 2020. To determine the influence
of physical capital and human resources on the nation's economic expansion, descriptive statistics are
utilized. The significance of both human and physical capital for Pakistan's growth is highlighted by
this study. life expectancy influences human capital, gross fixed capital formation influences physical
capital. The average life expectancy in Pakistan is 63 years, according to the results. Politically related
flux is also revealed by gross fixed capital formation. It increased to 4.9 percent in 2020. Variations
were also seen in the GDP growth rate. The pandemic of 2019 causes a reduction in gross fixed capital
formation and life expectancy. The policy implications indicate the need for increased gross fixed
capital investment. It is also recommended that the government set aside a sizable portion of its budget.
In addition, to achieve economic growth, public awareness campaigns about investments in human and
physical capital should be conducted.
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INTRODUCTION

According to a study by Hafeez and Rahim from 2019, there is a favorable correlation between gross
fixed capital and economic growth. The favorable relationship between human capital and economic
growth has been the subject of numerous studies, and research in this field is still ongoing. According
to academics, improving labor competencies through education, training, and health can have a
satisfactory effect on economic growth. Numerous research, including those carried out in 2019 by
Islam and Khan, have shown that the development of human capital favorably affects total economic
growth.

Additionally, the assessment of short-run and long-run connections amid human resource and
economic growth in Pakistan is also checked. Unlike multivariate techniques are applied to evaluate
co-integration amongst variables. Johansen co-integration as well as Augmented Dickey There is a
positive relationship between gross fixed capital and economic growth (Hafeez and Rahim, 2019).
Numerous researches have examined the positive correlation between economic growth and human
capital. According to studies, there is currently a lot of analysis going on between them. Scholars believe
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that improved labor force abilities and competencies, coupled with training, health, and education, can
boost economic growth. Fuller unit root methods are applied in multiple studies. The long- and short-
term associations between variables are examined using the error correlation model. The variables that
are considered independent include education, child mortality, economic growth, and fixed capital
formation. Human resources are a production feature that is further outstretched, and it is heavily funded
by both health and education. In addition to health, education has a positive impact on the gross
domestic product and increased efficiency. The result shows a long-term relationship between human
resource growth and economic growth. Additional aspects are showing imperative effects on gross
domestic product. (Sammar and Wagas, 2014). Good governance can promote economic growth in
different regions (Zalle, 2019).

Objectives Of Study

The following goals guide the design of the current study:

e To assess the association of human capital with GDP Per Capita growth rate in Pakistan.

e To investigate the association of physical capital with GDP Per Capita growth rate in Pakistan.

REVIEW OF LITERATURE

Mudassae et al; (2019) studied that the growth of the economy was directly correlated with human
resources. The augmented Solow production function best fits the data. For every economy, the rate of
population growth and economic growth were inversely correlated.

Ogundari et al; (2018) studied that the development of human capital was crucial to economic
expansion. They gathered information from 35 countries in Sub-Saharan Africa. We obtained our data
from secondary sources. The two variables used to collect human resources were education and health.
When compared to education, health has a greater impact on economic growth. Sarkar et al; (2021) and
Ho, (2018) formulated that both in the short and long terms, human resources have a positive impact
on economic growth. They concluded that governments ought to enact measures that will spur economic
expansion as a result of the expansion of human resources. Ruhma Khan and Imran Chaudhary (2019)
concluded that Life expectancy and educational spending were shown to have a positive correlation
with economic growth and to be used as a tool for growth and the creation of jobs in developing nations.

Cicea and Marinescu (2021) explained that there was a positive relationship between foreign
investment and the productivity of a nation. OECD (2019) reported that countries used the Gross
Domestic Product as a Yardstick for their development. OECD (2008) highlighted that
companies(MNCs) used their profit for investment. Shah et al (2020) examined that Government
expenditure on education for the year 2020 was 1.5 percent of GDP and current public health
expenditure was 1.2 percent of GDP. The infant mortality rate was 58.46(per 1,000 live births) in
Pakistan during the year 2020. Solow (1956) illustrated that Foreign Direct Investment enhances the
capital accumulation and economic growth in a country. De Mello (1997), and CarKovic & Levine
(2005) explained that capital accumulation formation upsurges the growth rate of a country.

Affandi et al (2019) studied that the impact of human resources on Indonesia's economic growth
is evaluated using two methods. To evaluate the effect of human capital on economic growth, data are
subjected to estimates of the production function and convergence equation. Aslam (2020) Studied that
human capital was a vital element of economic growth Corruption can impact negatively economic
growth while investment can increase human capital productivity. Singhania and Saini (2018) studied
different African countries in their research. They found that GDP Growth and Foreign Direct
investment are correlated. McArthur and Sachs (2019) elaborated that there was a different association
between help and aid. Roodman (2014) explained that there was a problem when aid was for short-run
or long-run growth analysis. Elakkad and Hussain (2021) reported that economic growth and foreign
investment showed a negative relationship.

Roopchund (2017) explained that there was a direct association between human resources and
economic growth. Mamun et al (2020) studied to improve economic growth, there is a need for further
investment Capital formation, research, and development can enhance economic growth.

MATERIALS AND METHODS:

Descriptive Statistics

To analyze the relationship among Physical capital, human capital, and GDP per Capita growth rate
descriptive statistics have been applied in this research. Mean, Median, Maximum, and Minimum
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values are explained as per the description of variables. Sample size concerning variables is explained
empirically.
Mean: It shows the average values of variables used in this study.
Count: It depicts sample observations of physical capital, human capital, and GDP growth rate.
Maximum: The maximum range of observations in data explains the highest value.
Table No. 1 Life Expectancy of Pakistan since 1990 - 2020

Summary Table of Life Expectancy in Pakistan

Mean 63.41866667
Standard Error 0.402919157
Median 63.75
Mode 60.1
Standard Deviation 2.206879109
Sample Variance 4.870315402
Kurtosis -1.148467675
Skewness -0.237822896
Range 6.9
Minimum 59.8
Maximum 66.7
Sum 1902.56
Count 30
Largest (1) 66.7
Smallest (1) 59.8

Graphical Repression of Life Expectancy in Pakistan
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Figure: (1) Life Expectancy of Pakistan from the year 1990- 2020.
Summary Table of Gross Fix Capital (Physical Capital) in Pakistan
Table No. 2 Gross Fix Capital Formation of Pakistan since 1990-2020

Mean 2.631
Standard Error 1.184106468
Median 2.55
Mode 2.4
Standard Deviation 6.485618228
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Sample Variance 42.06324379
Kurtosis -0.494838671
Skewness 0.22405969
Range 23.47
Minimum -7.7
Maximum 15.77
Sum 78.93
Count 30
Largest (1) 15.77
Smallest (1) -1.7
Graphical Repression of Gross Fix Capital Formation in Pakistan-
Gross Fix Capital Formation in Pakistan
Figure: (2) Gross Fix Capital Formation of Pakistan since 1990-2020
Summary Table of GDP Per Capita Growth Rate in Pakistan
Table No. 3 GDP Per Capita Growth Rate of Pakistan since 1990-2020
Mean 1.662
Standard Error 0.388103375
Median 1.65
Mode 4.5
Standard Deviation 2.125729733
Sample Variance 4518726897
Kurtosis -0.881290427
Skewness -0.203302866
Range 8.06
Minimum -2.9
Maximum 5.16
Sum 49.86
Count 30
Largest (1) 5.16
Smallest (1) -2.9
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Graphical Repression of GDP Per Capita Growth Rate in Pakistan

GDP Per Capita Growth Rate of Pakistan
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Figure: (3) GDP Per Capita Growth Rate of Pakistan since 1990-2020

RESULTS AND DISCUSSION

Life Expectancy: Table and Graph (1)

Results show that the Mean life expectancy is 63 years. This means the Average age of people in
Pakistan is 63 years. It is depicted from the results that the maximum life expectancy is 66.7 years while
the minimum is 59.8 years. The graph highlights that from 1991 to 2020 it remains the same. In 219 it
slightly declines due to covid COVID-19 because of the pandemic in Pakistan.

Gross Fix Capital Formation: Table and Graph (2)

Results show that the average value of gross fixed capital formation is 2.6 percent. It is depicted from
the results that the maximum physical capital is 15.77 percent while the minimum goes negative in
some years. The graph shows that it decreased in 1991. It shows fluctuation during the last 30 years.
From 1993 to 1994 it become negative due to political instability. Again in 2019, results show a negative
impact due to economic crises throughout the world, which affected Pakistan.

GDP Per Capita Growth Rate: Table and Graph (3)

Results show that the average growth rate is 1.66 percent. It is depicted from the results that the
maximum growth rate is 5.16 percent while the minimum is -2.9 percent Graph highlights that there are
fluctuations in the growth rate from 1991 to 2020. In 219 it became negative (-3 percent) due to covid
19 and the growth rate increased up to 4.5 percent in 2020.

FINDINGS

It is found that. Life Expectancy in Pakistan is 63 years. It declined in 2019 due to covid 19. It is
recommended that life expectancy has been decreased in 2019 due to inefficient budget allocation.
There is a need for more budget allocation for the healthcare sector. There are persistent fluctuations in
gross fixed capital formation and GDP per capita growth rate. It became negative from 1993 to 1994
due to political instability. There is a demand for time and more budget allocation for health required.
Political stability is needed for economic growth and to increase gross fixed capital formation.

CONCLUSION

Based on the findings, it is concluded that there is low capital formation in Pakistan. Investment from
other countries and governments is a requirement of time.to compete with other nations more gross
fixed capital formation will lead GDP per capita growth rate. Political stability is necessary for the
upsurge of economic growth and physical capital.
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