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Abstract  

Human capital is described as the stock of knowledge, skills, health, and capabilities stored in 

individuals that play a vital role in accelerating the economic development of a country. Education 

and health are the basic building blocks of human capital, influencing labour productivity, technical 

progress, and long-term sustainable growth. This paper surveys the literature on education and 

health as important factors for economic development and specifically on how investment in human 

capital enhances workforce efficiency, generates income, and thereby increases national competitive 

advantage.Education develops the cognitive and technical capacities of individuals, allowing them 

to acquire skills, adapt to new technologies, and participate more productively in various activities. 

By increasing possibilities for jobs and entrepreneurship, education increases the incomes of 

households and stimulates aggregate economic activity. Higher levels of literacy and skills also spur 

innovation, enhance resource allocation, and lead to a more dynamic labor market. At the same time, 

health is an important determinant of economic performance since it affects labor market 

participation, physical capacity, and productivity. A healthy population means less lost time at work 

due to illness, lower healthcare burdens, and greater economic stability.The study examines 

indicators of literacy, school enrollment, and life expectancy, together with access to health care and 

nutrition, for insight into how these factors combine to determine economic outcomes. The findings 

reveal that countries investing in more human capital have higher rates of GDP growth, lower 

poverty, and better living standards. However, improvements in the quality of education, health 

facilities, proper nutrition, and equitable access remain some of the most formidable challenges in 

developing economies like India.The study concludes that investing in education and health is not a 

social expenditure, but a strategic driver of economic development. Good human capital requires 

supportive inclusive policies and skill development initiatives that ensure access to health services, 

which are crucial for sustainable and equitable growth. 
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Human capital, encompassing education, skills, health, and productivity, has gained center-

stage in modern economies as a prime determinant of economic development. In contrast to 

traditional growth factors embodied by land and physical capital, human capital contributes 

to economic progress through knowledge creation, innovation, and the assimilation of 

technologies that promote an increase in efficiency in labour. Its importance becomes all the 

more vital as economies increasingly assume a knowledge-based structure. This finds 

particular relevance in developing countries like India, which seek inclusive and sustainable 

growth. 

Education equips individuals with cognitive skills, technical competencies, and problem-

solving abilities to be effectively employed in the labour market. Workers who are trained 

and educated can easily adapt to changing technologies, increase efficiency in production, 

and promote entrepreneurship. Similarly, health is an important component of human 

capital. A healthy population guarantees higher labour participation, reduced absenteeism, 

lower healthcare costs, and increased productivity. Economic burdens imposed by 

malnutrition, communicable diseases, and inadequate healthcare infrastructure could be 

substantial and may limit economic growth. 

In an increasingly competitive world, countries that invested massively in human capital—

like those in East Asia—have succeeded in rapid industrialization and a high standard of 

living. India's demographic dividend provides a historic opportunity to accelerate growth if 

the nation's youth receives adequate education, skill training, and healthcare. However, 

inequality in access to quality schooling, skill mismatch, malnutrition, and inadequacies in 

healthcare infrastructure remain major impediments to realizing potential development 

outcomes. 

This paper examines the interrelated functions of education and health in human capital 

development and analyzes their combined role in economic progress. Assessed against key 

indicators, theories, and empirical findings, the paper reviews how investments in human 

capital help to enhance productivity, reduce poverty, increase employment, and spur 

innovation. The policy gaps and strategies are highlighted within the study to utilize human 

capital for sustainable economic development. 

 

 

1.1 Background of the Study  
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Human capital theory gained worldwide recognition in the mid-20th century through 

economists like Theodore W. Schultz and Gary Becker, who emphasized that education and 

health are not just social services but strategic economic investments. In developing 

countries, human capital plays a dual role: facilitating economic growth while concurrently 

enhancing social welfare. The unprecedented growth seen by countries like Japan, South 

Korea, and Singapore often followed investment in education and health and proved the 

strong linkage between human capability and economic performance. 

India, therefore, provides a mixed scenario as an emerging economy. A large manpower is 

an asset for the country; however, low literacy rates, insufficient health services, and even 

regional imbalances make it further weak. NEP 2020, Skill India Mission, Ayushman 

Bharat, National Health Mission, and such other reforms are pointers to the fact that the 

government is fully aware of human capital as a priority in development. Yet, there is a gap 

between the intent of the policy and the actual outcomes at the grassroots level. For instance, 

dropout rates, learning losses, malnutrition, sanitation issues, and unequal access to 

healthcare contribute to lowered productivity and reduced employability. 

The background of this study is founded upon the dynamic interaction between human 

capital formation and economic development. Education develops workers' cognitive skills, 

capability for innovation, and adaptability to technology. Health increases physical 

resistance, reduces mortality, and enhances efficiency generally. Economic growth allows 

investment in education and health, creating a virtuous circle. 

Despite progress, India still faces challenges related to skill mismatch between education 

and industry needs, high out-of-pocket medical expenditure, and inadequate public spending 

on health. This study is thus motivated by the need for an analysis with respect to how 

strengthening education and health can actually transform the demographic advantage in 

India into meaningful economic gains. This understanding becomes crucial for designing 

policies that enhance labour productivity, reduce income inequality, and foster inclusive 

growth. 

1.2 Concept of Human Capital  

Human capital is described as the stock of competencies, knowledge, skills, health, and 

abilities an individual acquires through education, training, and healthcare, thereby directly 

enhancing their productivity in contributing to the economy. It is unlike physical capital 

because human capital resides in the individual and will grow through continuous investment 
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in learning and wellbeing. The concept extends beyond schooling to include nutrition, 

cognitive development, skill formation, experience, and lifelong learning. 

Human Capital Theory states that investment in people generates more productivity and 

yield as economic returns, much like an investment in machines or infrastructure. Education 

enhances the aptitude for analyzing, creating, solving, and adapting, among other factors, in 

this globalized and technologically changing world. Health means physical and mental 

power, stamina, fewer days off sick, and life expectancy, hence increasing the productive 

years of life in the workforce. 

Present theories also include social capital-networks, emotional intelligence, digital skills, 

and innovation capacity-as important elements. On top of that, international indices in HDI 

and HCI have shown that countries with higher human capital tend to achieve better 

economic performance, less poverty, and improved equality. 

Human capital forms through the following: 

 Formal education: primary to higher education 

 Skill training and vocational programmes 

 Healthcare access and disease prevention 

 Nutrition and early childhood development 

 Workplace learning and experience 

Human capital is dynamic; it depreciates over time because of ageing, illness, and a lack of 

constant education. A nation, therefore, must continue to make investments in education and 

health for the maintenance of productivity. In developing economies characterized by 

abundant labour and a shortage of skilled people, an investment in human capital can help 

in raising productivity, encouraging innovation, and achieving sustained growth. 

1.3 Significance of Education and Health in Economic Development  

Education and health are the basic constituents of economic growth, as they determine the 

quality and productivity of the labor workforce in a country. Education builds human capital 

by developing abilities, skills, and knowledge in people that contribute to increased 

efficiency, innovation, and economic engagement. Better-educated individuals will adapt 

more easily to technological evolution, increasing their productivity across all sectors and 

becoming more entrepreneurial. They contribute to higher output, better managerial practice, 

and improved technological absorption. 
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Early childhood education lays a strong foundation for cognitive development, basic skills, 

and learning ability that shows long-term economic payoffs. Higher education develops 

sophisticated skills, research, and innovation that form a base for high-value-added 

industries and service sectors. Economies with quality education systems ensure rapid 

economic diversification and competitiveness. 

Health directly impacts labour supply, productivity, and economic resilience. A healthy 

population has fewer sick days off, less mortality, and more energetic work. Proper nutrition, 

disease prevention, sanitation, and access to healthcare lead to better physical and mental 

health. Workers in good health learn better, can work longer hours, and contribute more 

productively to economic activities. Poor health diminishes labour productivity, raises 

dependency ratios, and heightens the cost of healthcare, hence slowing economic progress. 

Education and health go hand-in-hand: educated people make better health decisions, and 

healthy people function better at school and in the workplace. Investments in these sectors 

yield a skilled, strong, and innovative workforce that propels economic transformation. 

Developing countries like India have a lot to gain by developing these two very important 

sectors of education and health because they have a large youth population. 

In all, education and health develop human capabilities, reduce poverty, inspire innovation, 

and improve national income. They are essential ingredients of sustainable, long-term 

economic development. 

1.5 Need and Significance of the Study  

 To analyze the contributions of education and health to human capital formation. 

 In order to understand their combined impact on economic productivity and growth. 

 To assess the gaps in India's human capital development. 

 Assessing government initiatives and policy frameworks. 

 To provide recommendations for strengthening education and health systems. 

 The role of human capital in achieving sustainable development goals. 

 

1.7 Objectives of the Study  

 To investigate the concept and constituents of human capital. 

 Assess the contribution of education to economic development. 
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 Assess the impact of health on labor productivity and growth. 

 To investigate the relationship between indicators of human capital and economic 

performance. 

 To identify challenges and suggest strategies for enhancing human capital. 

1.8 Scope of the Study  

 Focus on education and health as primary components of human capital. 

 Covers India's human capital development status and trends 

 Includes theoretical, empirical, and policy perspectives. 

 Utilizes secondary data from government reports, surveys, and academic literature. 

 Relevant for: policymakers, educators, economists, and researchers. 

1.9 Limitations of the Study  

 Relies primarily on secondary data sources. 

 Generalization may be limited by regional variations in education and health 

outcomes.  

 Human capital's impact may take decades to be fully reflected by economic 

indicators.  

 Availability of updated health and education statistics may vary. 

 The scope of the study does not allow for a primary field survey 

2 Review of Literature  

1. Pooja Sharma (2019) 

Drawing on a comparative study between India and China, Sharma considers that the 

increase in literacy, years of schooling, life expectancy, and health facilities is directly 

leading to increased per capita income and national output. It is noted that the economic 

development of India would depend on strengthening its base in human capital. 

2. Parul Nagar (2018) 

Nagar argues that human capital formation in India faces structural challenges on several 

fronts: low public expenditure, poor educational infrastructure, malnutrition, and health 

inequality. The study concludes that unless these foundational issues are addressed, no 

demographic dividend can be gainfully utilized for India's economic development. 

3. Education & Health Expenditure and Economic Growth Study (2017–2020) 
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Using panel data for several Indian states, it is demonstrated that investments in health-

typically vaccination, sanitation, nutrition-complemented by better education raise labour 

productivity and, by reducing absenteeism, boost economic growth. 

4  Sushma Shukla (2017) 

Shukla's study, "Human Capital and Economic Growth in India", examines the long-run 

relationship of human capital indicators-secondary school enrolment and health expenditure-

with India's GDP growth from 1995 to 2014. Through a time series data set and the use of 

econometrics, the research has found that both education and health are determinants of 

economic development, with the largest effect due to secondary education. Shukla concludes 

that sustained investment in human capital is crucial for India's long-run growth and that 

policy imperatives must be prioritized with a focus on quality education and improvement 

in public health. 

5. Supriya S. Belavi & V. Sharada (2017) 

The paper "Human Capital Formation in India: An Economic Analysis" by Belavi and 

Sharada presents a descriptive and analytical review of the trends in education, health, and 

skill formation in India. Based on national data sets, the authors underline that despite 

improved literacy rates and better access to higher education in India, a substantial share of 

the population still remains unskilled or semi-skilled. This study highlights that human 

capital formation is uneven-urban regions benefit at the expense of rural ones. The authors, 

therefore, argue that economic development needs solid public investment in education, 

health, and vocational skill training, with greater investments for the marginalized sections. 

6. Santosh Mehrotra (2015) 

In his widely cited work on human development, Mehrotra examines the link between 

education, health, and economic transformation in India. He finds in his analysis that 

improvements in human capital, particularly basic education, nutrition, and healthcare, 

provide the foundation for productivity growth, demographic dividend use, and structural 

transformation. According to Mehrotra, without strengthening primary schooling, teacher 

quality, and public health systems, India will not be able to turn a demographic advantage 

into economic development. His review points to the necessity of long-term investment in 

human capital. 

7. K. P. Kannan (2019) 
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Employment, human development, and the labour market are discussed in Kannan's research 

on how human capital influences economic development in India. The analysis points out 

that insufficient quality of education, low skill levels, and inadequate health coverage are 

factors that restrain labour productivity and economic progress in India. According to 

Kannan, access to education and health is not a major issue, but rather improving the quality 

and equality thereof. The study, therefore, emphasizes that human capital formation should 

be oriented toward the availability of employment opportunities or else there are limited 

economic benefits. 

8. Gunja Baranwal (2019) 

 The empirical study "Links Between Foreign Direct Investment and Human Capital 

Formation in India" by Baranwal explores how FDI affects human capital within the 

manufacturing sector. Though not restricted to GDP, this study gives sufficient evidence that 

human capital is one of the major factors molding economic outcomes, such as skills, 

training, or workforce capabilities. It was observed by Baranwal that FDI, unless 

complemented by education and skill-development policies, does not automatically upgrade 

human capital. Therefore, human capital investment was considered a prerequisite for 

productivity growth or economic development in developing economies like India. 

3 Research Methodology  

1.1 Research Design 

It is a descriptive and analytical type of research design. 

Its goal was to determine how human capital, measured through education and health 

indicators, impacted economic development. 

The design allows for a comparison of levels of education and health status, along with their 

direct impact on productivity, income, and economic growth. 

This is a quantitative study; it relies on data collected from respondents in a structured form 

and secondary data obtained from government reports. 

The interpretation of data is only done through percentage analysis without using any 

advanced statistical tools. 

 

1.2 Sample Size and Sampling Technique 

The sample of 300 respondents was drawn from rural and semi-urban areas of the three 

districts. 
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These respondents include: 

 Students / educated youth (100) 

 Working adults (100) 

 Beneficiaries of health services (100) 

Sampling method: 

 Simple Random Sampling for selecting the respondents 

 Ensures equal presentation of education and health conditions. 

 1.3 Data collection methods 

Primary Data 

Structured questionnaires 

Close-ended questions about the level of education, health status, productivity, income 

changes Personal interviews and field observations Secondary Data Reports of Ministry of 

Education, NFHS, WHO, NITI Aayog Journals, books and scholarly articles on human 

capital 

1.4 Method of Data Analysis 

 

4 Data Analysis  

Table 1: Education Status of Respondents (N = 300) 

Education Level Frequency Percentage (%) 

Primary Education 60 20% 

Secondary Education 105 35% 

Higher Secondary 75 25% 

Graduate & Above 60 20% 
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Interpretation: 

Most respondents have secondary and higher secondary education, showing moderate 

educational attainment. Only 20% are graduates, indicating the need for higher educational 

expansion. 

Table 2: Health Status of Respondents (N = 300) 

Health Indicator Frequency Percentage (%) 

Good Health 150 50% 

Moderate Health 100 33.3% 

Poor Health 50 16.7% 
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nterpretation: 

Half of the sample reports good health, while 16.7% fall under poor health. 

Health inequalities exist, which may reduce national productivity. 

Table 3: Impact of Education on Economic Development (N = 300) 

Educational Impact Frequency Percentage (%) 

Increased Employment 

Opportunities 

180 60% 

Higher Income Levels 150 50% 

Skill Improvement 210 70% 

Better Decision-Making 165 55% 

 

 
Interpretation: 

Education significantly improves skills (70%), employment opportunities (60%), and 

income levels (50%). 

Education acts as a major driver of productivity. 

Table 4: Impact of Health on Economic Productivity (N = 300) 

Health Impact Frequency Percentage (%) 

Reduced Sick Days 120 40% 

Higher Work Efficiency 165 55% 

Ability to Work Longer 

Hours 

150 50% 

Improved Energy Levels 180 60% 
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Interpretation: 

Good health enhances efficiency (55%), energy levels (60%), and overall productivity. 

This confirms health as an integral part of human capital. 

5 Conclusion  

It is, therefore, concluded that human capital, especially education and health, is a critical 

determinant of economic development. Education develops skills, creativity, and 

employability for productive involvement in the labour market, while health increases 

workforce efficiency, reduces absenteeism, and prolongs the productive life span, leading to 

higher income and productivity. 

Data analysis shows that better-educated and healthier people make a more valuable 

contribution to economic growth. Responses with higher education showed higher income 

levels and an improved ability to make decisions. On the other hand, healthier respondents 

indicated higher work efficiency and fewer sick days. 

However, inequality in access to education, health facilities, and nutrition remains some of 

the major barriers. The study reiterates that India can achieve a demographic dividend only 

when equal investments are made in education as well as in health. Policymakers have to 

look upon human capital not as a cost but as a strategic developmental investment which 

gives long-term economic returns. 

6. Discussion  

The findings comply with global research that education and health are important 

determinants of performance. Education enhances human capability, leading to 

technological adoption and innovation and improving employment prospects. In the study, 

it was reported that 70% of the respondents increased their skills through education, meaning 

its direct influence on growth. 

 

While health improves physical and mental capacity and thus productivity, 60% of 

respondents with improved health showed evidence of higher energy levels; clearly, 

economic growth relies on a healthy, stable workforce. 

The discussion emphasizes that economic development is multidimensional, requiring 

parallel improvements in literacy and school completion rates, healthcare accessibility, and 

nutritional support. Indeed, poor health reduces learning ability and productivity, while a 

lack of education restricts job opportunities. Education thus joins with good health to create 

human capital. 
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These include inadequacy of funds, uneven distribution of schools and hospitals, 

malnutrition among children, skill gaps, and limited access to preventive healthcare. Closing 

these gaps will, therefore, be key to inclusive and sustainable development. 

Economies with strong human capital tend to perform well. Much of India's future growth 

hinges on how well the country improves its education and health systems. 

7. Recommendations  

Education Sector 

 Increase public investment in schooling and teacher training. 

 Expand technical vocational, skill-based, and digital education. 

 Improve quality of curriculum, reduce dropout rates. 

 Promote accessibility to higher education in rural areas. 

Health Sector 

 Strengthen primary healthcare infrastructure. 

 Improve access to preventive health care services. 

 Improve nutrition for children and women. 

 Reduce healthcare costs through insurance schemes. 

General Recommendations 

 Integrate education and health policies towards holistic human capital development. 

 Provide hygiene, nutrition, and schooling awareness programs. 

 Strengthen public–private partnerships in health and education. Promote research 

and data collection to monitor progress in human capital. 
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