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Introduction

Human development is a human capital formation process and refers to
acquiring and increasing the number of persons who have skills,
education, and experience that are crucial for economic growth and
development of a country. Human development and economic growth
are linked in several ways. Human development through better
education and health care facilities offer developing countries an
invaluable opportunity to prepare a well-trained workforce which can
generate growth in a knowledge-driven economy that enable them to
promote skilled, flexible human capital needed to meet national needs
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ond olso to compete in global morkets. Besides, when on
economy grows in terms of GDP, it enjoys more obility to
invest in humon Capitol in terms of better education and
better heolth services. Thus there exists o nexus between
growth ond humon development.

Humon foctor enters into the production funétion in ot leost
two forms, nomely lobor ond orgonizotion. Heolthy,
educated ond skilled lobors ond innovative orgonizers ore
the preconditions for ony eConomy to grow. This puts
strategi¢ importon¢e on humon development for on
eConomy to grow ond develop. Humon development
necessitates better eduCation ond heolth Core focilities.
Education, especiolly ot the higher level, Contributes
directly to efonomi¢ growth by moking labors more
productive, ond indirectly by leading cEreation of
knowledge, ideos, ond innovations. Therefore, humon
development is believed to be o bosi¢ requirement to
eConomi¢ growth ond regorded os the only instrument
through which society Con be tronsformed.

Educoation is o vital foctor of humon development ond
ecConomi¢ growth as it enhonces on individuol’s future
inCome potentiol. Not surprisingly large-s¢ole investments
have been made to improve educational indicotors in
developing Countries in¢luding Bongladesh ond Pokiston.
An equally importont dimension of humon copital is
health;poor heoalth in ¢hildhood may tronslote into poor
adult health, lower productivity ond hence lower woges.
Moreover, poor heolth during c¢hildhood ¢on impede
Cognitive development, educational ottoinment which in
turn tronslotes into lower returns to future educotion. Thus,
both education ond heolth ore very importont as ends in
themselves ond also osthe determinonts of peoples’
Copability ond eConomi¢ growth.

It hos long been recognized that education is strongly
reloted to o brood ronge of demogrophi¢ behaviors. The
spreod of education among population has been shown to
be of Central importonce for the long-term demogrophic
tromsition from high to low levels of fertility. Caldwell
(1980) hos maintained that high levels of fertility would
nowhere persist for long once a society hod achieved moss
education, that is to say, once o lorge mojority of children
were sent to school. More recent trends have generolly
borne this out (Lloyd, Koufmon ond Hewett, 2000).

Thus, education is the key to humon Copital formation
whic¢h enhonces the knowledge, skill, ¢ompetences ond
personality ottributes of the labor for¢e of the eConomy so
os to enable them to produce eConomi¢ values. Studies
show that education greatly roises o person’s income, even
ofter netting out direct ond indirect ¢osts of s¢hooling, ond
even ofter adjusting for the foct thot people with more
education tend to have higher IQs. This is evident Covering
mony yeors from more thon o hundred Countries with
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different Cultures ond eConomic systems. The earnings of
more-educated people ore almost always well obove
averoge, ond even the gains ore generolly lorger in less-
developed Countries (Becker 1975). Education directly
alters the productivity of its labor forces, and hence it hos o
direct effect on the growth potentials of a.Country os lobor is
a mojor factor of production. Thus, a Country ¢on never
prosper socially, intellectually ond economically without
proper educotion ond training of its populotion.

Moreover, the provision of education ond health ore
Constitutional obligations of the stote both in Bongladesh
ond Pokiston. Sin¢e women ¢onstitute almost fifty percent
of the totol populations in two countries, sub-optimal
humon Capital investments in females will tronslote into o
lower growth trojectory in the future. In oaddition to
enhoncing lobor productivity, investments in women olso
influen¢e future humon Ccapital ond demogroaphic
outomes, because of positive spillover effects on fertility
ond inter-generational education ond health dynomics. In
this poper the outhor examines this dimension of humon
development.

Until 1971, Bonglodesh was Eost Pokiston, o port of the
loter. Just after being liberated from Pokiston in 1972,
Bongladesh foced o wor devostated frogile eCconomy with
massive poverty ond widespreod illiterocy; it accounted for
aper Copitaof only 86 USS, while that of Pokiston wos 144
USS respectively. This study highlights how these two
Countries with their meoger per Copita. GDPs having some
origin have addressed the constitutionol obligotion of
humon development ond how those humon development
efforts are linked with eConomi¢ growth. The poper is
orgonized as follows: section two presents objectives of the
study, section three presents methodology, section four
deoals with results ond dis¢ussion, and section five in¢ludes
¢onclusion ond policy implications.

Objective of the Study

Meoningful, ¢lear-cut ond achievable objectives are the
key to success in oll kinds of research. This study envisoges
how for the governments of Bongladesh ond Pokiston ore
oriented towords meeting the Constitutional obligation to
provide health ond education, ond whot consequences they
are producing towords their eCconomi¢ growth. In view of
the aforesoid discussion, the following specifi¢ objectives
were formulated:

e To portray the Comparotive expenditure pattern of the
two governments on heolth ond educotion,

+ To uncover the effeCtiveness of expenditures on
humon Copital formation, ond to determine the impoct
such spending on the humon development ond
eConomic indi¢otors of two Countries,
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e To suggest oppropriote poli¢y options oddressing
humon development and eConomic growth.

Data and Methodology

The study is based on seCondary doto ond relies upon the
systemoti¢ study of availoble reCords. Mojor doto ore
Compiled from the World Bonk datobonk: World
Development Indi¢ators for inter Country comparison ond
onalysis purpose. Data.¢overed aperiod of 20 yeors ronging
1998-2017, but data on health expenditure wos availoble
only for the period of 2000-2017. Besides education dota.
had some missing volues os well. Thus, the quolity of doto
does not qualify the properties of time series onalysis that
restriCts the author to apply OLS teChnique in estimoting
the model equation.

Model specification

We specify the growth model as o nexus among e¢onomic
growth represented by GDP per copito, ond humon
development represented by expenditure on health ond
expenditure on education.

pgdp=f(thex,peex)......... (1)
pgdp=0+p 1 thex+B_2 peex-tu......(1.1)

Where pgdp = per Capita gross domesti¢ product re¢orded
as 2005 ¢onstant prices in terms of US$, thex = total health
expenditure as o percentoge of GDP, ond peex = publi¢
education expenditure os o peréentage of GDP. It is
imperative that total expenditure doto on education would
have been proposed in this model, os the Cose of totol
expenditure dota on heolth, but unfortunately only publi¢
expenditure data on education wos avoiloble. The model
equoation has been estimated using STATA 11.

Result and Discussion

A nation’s population is development if it is heolthy,

educated ond skilled. Humon development is done by
humon copitol formotion through better heolth, ond
education focilities that intern depend on spending on
health ond education. Therefore, the governments are to be
¢ommitted to provide acCess to education ond heolth to all,
ond with this end they are ollocating publi¢ budget in these
social sectors. The following Toble 1 Coptures dota onthe
GDP per Copita, expenditures on heclth ond education in
two Countries. As documented, per Capita GDP hos been
histori¢olly much higher in Pokiston thon thot of
Bonglodesh.

Bonglodesh has been spending foirly o lorger shore of GDP
on heolth to ottain better heolth of its population os
c¢ompared to that of Pokiston. Thus the total expenditure on
health ond publi¢ heolth expenditure has been stoble ond
the shore of later hos olso been hondsome in totol
expenditure during the period under study. However, the
spending on health in Pokiston hos been less stoble
throughout the study period, ond especiolly declining in
reCent yeors. In addition, the publi¢ heaolth expenditure os
percentoge of GDP hos historiCally been very small in
Pokiston as compared to that of Bonglodesh (Table 1).

It is olso documented thot in both the Countries public
spending on education hos been less thon 3 percent of their
GDP, ond more or less stoble. Bongladesh government
increased its spending from 1.6 percent in eorly nineties to
2.34 percent in lote nineties ond then hos been oscillating
oround it. During the same period Pokiston government
expenditure on education wos 2.55 percent of GDP ond
then it had been oscillating around it until 2003-05, ond
then kept on increasing until 2008, afterword it storted
declining. Thus Pokiston hos been spending slightly o
lorger share of GDP on educotion thon Banglodesh.
However, there are several striking focts to be unc¢overed
here os depicted in Toble 2

Table 1: GDP Per Capita, Expenditure on Health, and Education

Country Indicator | 1998- | 2003- | 2008- | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 1998-
(% of GDP) | 2002 07 11 2017
Bongladesh |  GDP per 286 327 388 | 444 | 467 | 491 | 514| 539 | 569 | 447
Pokiston Capita (2005 560 587 635 | 723 | 750 748 | 761 | 774 | 783 | 702
onstant prices)
Bonglodesh | Total heolth | 3.53 | 291 | 3.09 | 34 | 346 | 3.54 | 3.71 | 3.69 | 3.72 | 3.24%
Pokiston expenditure | 3.27% | 342 | 2.87 | 2.76 | 3.01 | 3.33 | 2.88 | 2.79 | 2.51 | 3.06°
Bonglodesh | Publi¢ heolth | 1.28% | 1.15 1.18 | 1.24 | 1.19 | 1.26 | 1.36 | 1.35 | 1.36 | 1.22°
Pokiston expenditure | 0.85% | 0.78 | 0.73 | 0.86 | 0.82 | 0.87 | 0.76 | 0.79 | 0.68 | 0.77¢
Bonglodesh Publi¢ 1.6° | 2.34° | 2359 | 246 | 2.56 | 2.39 | 2.23 - -| 215
Pokiston spendingon | 2.55 | 2.57° | 2.05' | 2.63 | 2.84 | 2.93 | 2.69 | 2.37 - 247
education

Source: World Development Indicators, 2017 ond outhor’s ¢alculations.

As the governments of these two Countries hoave been
investing in human Capital formation os discussed obove,
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these investments are likely to be tronsloted into vorious
humon development indices. In foct spending on heolth ond
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education has positive impocts on demogrophic feotures
especiolly on reproductive heolth, ond life expectonCy ot
birth. The spread of heolth Core focilities omong populotion
are likely to Cause along-term demographic tremsition from
high to low levels of fertility. But the impocts of
investments in humon Copital ore quite different in two
Countries. Datoiin Toble 2 depicts these focts.

As Bongladesh hos been spending increosing shore of GDP
on health Core, it achieved o dromoti¢ improvement in
reducing its women fertility rote from 4.06 in 1998 t0 2.2 in
2017. During the some period Pokiston also reduced its
fertility rote to o significont extent, but not to the extent os
Bongladesh reduced, becouse Pokiston hos been spending o
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smaller share, especiolly publi¢ spending on heclth hos
been really very small. Consequently, the fertility rote in
Pokiston still remoined much higher thon thot of
Bonglodesh. Undoubtedly high fertility is seen os on
impediment to eConomi¢ development, ond it should be
addressed.

Similarly, life expectoncy ot birth in Bonglodesh
significontly in¢reosed from 61 yeors in 1998 to 69 yeors in
2017. While during the some period the improvement in
life expectoncy wos 62 years to 65 years only. Thus, the
heolth indicators have been poorer in Pokiston thon that of
Bongladesh.

Table 2: Human Development Indicators and Gross Enrolment Ratio

Country Indicator 1998- | 2003- | 20089- | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
2002 | 07 1
Bonglodesh | Fertility rote 4.06 3.35 2.8 251 243] 236 23| 224 2.2
Pokiston 5.66 4.85 401 ] 3.71| 3.65| 3.58 35| 342 3.34
Bonglodesh | Life expectonCy 61 64 66 67 68 68 68 69 69
Pokiston ot birth (yeors) 62 63 64 64 65 65 65 65 65
Bonglodesh | Adult literay | 35.32° | - 47.49" |- - EE 56.78 -
Pokiston rote - 427" | 4987 | 54.15] - 55.53 | 54.89 | - -
Bongladesh | Secondory - 46.24° 48.62 | 46.39 | 47.28 | 45.41 | 49.28 | 51.08 | 51.9
Pokiston gross 25.36' | - 29.33™ | 30.76 | 33.09 | 33.51 | 33.58 | 34.12 | 34.98
enrollment rotio
Bonglodesh | Tertiory gross - 5.54" 6.17 | 7.12 7.7| 8.67| 10.59 | - 13.58
Pokiston enrollment ratio | 2.06° | - 3.27° 476 | 537| 536 6.64] - 8.32

Note: g. in 1991, h. in 2001, i. in 1998, j. in 2005, k. 1998-2000, 1. 1991-92, m. 2003-05, n. 1999-2000, 0. 1992, p. 2002-05.
Source: World Development Indicotors, 2013 ond outhor’s ¢ol¢ulations.

Although publi¢ spending os percentoge of GDP on
education in both the Countries have been much lower,
where Pokiston’s spending has been slightly more thon thot
of Bongladesh, but its education outCome especially the
adult literaCy rote is Comparotively lower. Similorly, the
gross enrollment rotiosot seCondory ond espeCiolly ot
tertiory levels have been remorkobly lower in Pokiston thon
that of Bonglodesh. It is noteworthy to mention thot
seCondory education Completes the provision of bosi¢
education ond aims ot laying the foundations for lifelong
learning ond humon development, while tertiory education
emphosizes on more specialized ond skill-oriented learning
ond loys foundation for the knowledge-driven eConomy.
Data presented in Toble 2, testifies thot olthough both the
Countries ore enormously locking in promoting skilled,
flexible humon capital to form knowledge-driven
economy, Pokiston hos been seriously lacking in this effort
as compared to Bangladesh.

In on eraof globalization in 2017 in Pakiston’s 8.32 percent
gross tertiory enrollment rotio indicates that 93.36 percent
of population of sc¢hool going oge group did not go for
tertiory education. Similorly, seCondary gross enrollment
ratio of 34.98 percent in the some period reflects thot still
65.02 percent of se¢ondary school going age people did not

www.pbr.co.in

attend sc¢hool. With this alorming statistics o knowledge
driven economy connot be reolized. During the some
period, Bonglodesh encountered o omparatively better
position os the tertiory ond seCondory gross enrollment
rotios were 13.58 and 51.9 percent respectively, but it hos to
gomiles cheod to reach aknowledge driven eConomy.

Besides, the spread of education among people is also of
¢entrol importonce for demogrophic tronsition from high to
low levels of fertility. It is found thot high levels of fertility
¢omnot persist for long, once a society had achieved moss
education (Caldwell 1980). Thus, educating girls will raise
their stotus in the society ond eventually enhonce their asset
ond income bose, ond empower them to o signifi¢ont level.
Besides, today’s girls will be tomorrow’s mothers, ond
when they will be self-reliont, they Con envision their
¢hildren's future in adifferent way.

Summary of Regression Analysis

Equation 1 was estimated using STATA 11, ond the result is
summorized in the following Toble 3. The Coefficients of
explonotory voriobles gives the rote of ¢honge in the
¢onditional probobility of the per Copita GDP oécurring for
agiven unit chonge in the volue of the explonotory varioble.
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Table 3: Regression Summary for Bangladesh

Voriobles (Explonatory) Volue of B, | Stondord error (se) | t-value | p-value
Total heolth expenditure rotio 157.49 31.19 5.05 0.00
Publi¢ education expenditure rotio 298.79 67.66 4.42 | 0.00
Constont -806.79 205.69 -3.94 | 0.00

R-squared = 0.75, Adj R-squored = 0.71, Number of obs. = 15, F(2, 12) =, Prob> F= 0.00

Regression Summary for Pakistan

Variobles (Explonatory) Volue of B | Stondord error (se) | t-value | p-value
Total heolth expenditure rotio -222.10 53.06 -4.19 0.00
Publi¢ education expenditure ratio 118.82 38 3.13 | 0.00
Constont 1074.68 136.37 7.68 | 0.00

R-squared = 0.59, Adj R-squared = 0.52, Number of obs. = 16, F(2, 13) = 9.2, Prob> F= 0.00

pgdp = —806.79 + 157.49thex + 298.79peex ... .... (bd)
pgdp = 1074.68 — 222.1thex + 118.82peex.... .... (pak)

The regression summoary shows thot both publi¢ education
spending ratio ond totol heolth expenditure ratio have hod
statistiColly significont impact on GDP per Copito in both
the Countries. However visible differences are found in
terms of affect of suc¢h spending in two Countries becouse of
differences in spending. In Bongladesh, both total heolth
expenditure ratio ond publi¢ education expenditure rotio
have hod positive impoct on GDP per Copito, while in
Pokiston publi¢ education expenditure rotio have hod
positive impoct, but total heolth expenditure rotio have had
a negotive effect. This is o motter of serious ¢oncern and
needs further explonation.

Expenditure on heolth Care is likely to have apositive effect
on the GDP per Copito in on ideol situation, but in case of
Pokiston, dota reveol o different picture. This may be
because, mass people are left with o big private budget for
heolth Core at times they need it for other eConomic¢ uses
that might have retorded growth of GDP ond thus, have had
a negative impoct on the later. Besides, it also seems thot
publi¢ expenditures on heolth ore not tromslated into reality
perhaps for lock of governonce. For example, during 1998-
2017 total health expenditure including publi¢ expenditure
in Pakiston wos 3.06 percent of GDP slightly less thon thot
of Bongladesh, but this expenditure is not tromsloted into
humon development indices such os life expectoncy ot birth
ond fertility rotio as Coptured by doto in Toble 1. There is a
gulf of difference into these two ratios of the two ountries
in spite of the fact they have been spending more or less
same ratios of their GDPs.

Conclusions and Policy Recommendations

A nation’s population is development if it is heoclthy,
educated ond skilled, that Con be realized by ollocating
sizoble share of its GDP per Copita into better health ond
educoation focilities. Both the countries have had relotively
smoll per Copita GDP, but it has been Comparatively much
smoller in Bonglodesh thon that of Pokiston. Nonetheless,
Bongloadesh has been spending foirly o lorger shore of GDP
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on heolth to ottoin better heolth of its population os
¢ompared to that of Pokiston, while the spending on heolth
in Pokiston hos been less stoble throughout the study
period, ond especially deClining in refent yeors. In
addition, the publi¢ heclth expenditure os percentoge of
GDP hos historicolly been very small in Pokiston os
¢ompored to thot of Bonglodesh. In both the Countries
publi¢ spending on education hos been more or less stable
but less thon 3 percent of their GDP, where Pokiston hos
been spending slightly a lorger shore of GDP on education
thon Bongladesh.

As the governments of these two Countries have been
investing in humon Copital formotion, these investments
have mixed the impocts in two Countries. Both publi¢
education spending rotio ond totol health expenditure rotio
have had statistically signifi¢ont impact on GDP per Capito
in both the ¢ountries. However, in Bongladesh, both total
health expenditure rotio ond publi¢ education expenditure
rotio have had positive impact of GDP per Copito, while in
Pokiston publi¢ education expenditure rotio hove had
positive impogct, but total heolth expenditure rotio have had
anegotive effect.

Thus, Bongladesh ochieved o dromati¢ improvement in
reducing its women fertility rote ond improving life
expectoncCy ot birth, while Pokiston’s a¢hievement wos not
up to the mork. Although both the Countries are lacking in
promoting skilled, flexible ond heclthy humon Copital,
Pokiston hos been seriously lacking in this effort os
c¢ompored to Bongladesh especially in terms of seCondory
ond tertiory gross school enrollment ratios.

Therefore, in the era of globalization, to build aknowledge
driven society, it requires the Citizens to be tronsformed into
educated, skilled ond ¢ompetent humon copitol through
seCondory ond tertiory education so that they ¢on fit into
global society ond be oble to contribute fruitfully to
economi¢ development. Therefore, millions of students
who are out of s¢hool must be brought into s¢hool network,
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ensure greater shore of national in¢ome to finonce heolth
ond education. This requires greoter investment in humon
development thot will require substontiol budgetory
intervention ond improved quoality of governonce.
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