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Extended Abstract

Introduction

Human capital refers to the skills, knowledge, experience, and attributes that individuals possess that
contribute to their productivity and economic value. The importance of human capital in an economy
can be expressed from different perspectives. A well-educated and skilled workforce tends to be more
productive, which fosters economic development and growth. On the other hand, human capital fosters
innovation, as skilled individuals are more likely to develop new ideas and technologies. Countries
with higher levels of human capital are often more competitive in the global marketplace and attract
investment and talent. A skilled workforce can adapt to changing economic conditions and industries,
ensuring long-term sustainability. In other words, higher levels of education and skills are associated
with better job opportunities, which lead to improved living standards. Investing in human capital can
reduce inequality, promote social mobility, and foster a more inclusive society. A strong emphasis on
human capital development can reduce unemployment rates by equipping individuals with relevant
skills. Higher human capital typically leads to better-paying jobs, which benefits individuals and the
economy. Education is often associated with better health choices and outcomes, and reduces health
care costs to society. People with higher levels of education are more engaged in civic engagement and
contribute positively to their communities. Investing in human capital is essential for economic
prosperity. It not only enhances individual potential, but also drives collective growth, innovation, and
social well-being. As economies evolve, focusing on human capital development will be crucial to
maintaining progress and competitiveness.

Human capital plays a critical role in economic growth and development through a variety of
mechanisms. A well-educated and trained workforce can perform tasks more efficiently, leading to
higher output per worker. Skilled individuals are better equipped to adopt and integrate new
technologies, increasing productivity. Human capital fosters innovation by encouraging creative
problem-solving and the development of new ideas. A knowledgeable workforce is more likely to
engage in entrepreneurial activities, which leads to the creation of new jobs and employment
opportunities. On the other hand, people with higher levels of education and skills tend to earn more,
which helps increase purchasing power and economic demand. As businesses grow and new sectors
emerge, the demand for skilled workers increases, reducing unemployment rates. A skilled workforce
can more easily adapt to changes in the economy, such as shifts in demand or technological advances.
Countries with strong human capital are often better positioned to recover from economic downturns
and crises. Education fosters civic responsibility and participation in government, which leads to better
policymaking and economic management. An educated population can contribute to social stability,
reduce conflict, and enhance cooperation. Human capital is a fundamental driver of economic growth.
By investing in education and skills development, economies can increase productivity, foster
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innovation, and create flexible labor markets, ultimately leading to sustainable prosperity and
improved quality of life for their populations.

Methodology:

Studying the impact of human capital on economic development in Iraq is essential to building a
sustainable and resilient economy. By emphasizing education and skills development, Irag can
increase its human capital, foster growth, stability, and improve living standards for its population.
Given the urgency and priority of this research, the main objective of the present study is to examine
the role and impact of human capital on economic development in Irag. The present study analyzes
and examines the short-term and long-term effects of the impact of human capital on economic
development in Irag during the period 1990-2023 in the form of econometric models and methods.
One of the advantages of this model is that it can be used for time series regardless of whether they are
aggregate or a combination of both. In addition to the fact that the number of co-occurring vectors is
also specified, this model also provides efficient results for small samples. Pesaran and Shin (1997)
prove that the co-occurring vector is the result of using the least squares method, which is based on an
autodistribution model with well-specified distributional lags. In addition to the fact that the least
squares estimator has a normal distribution, it has less bias and is more efficient in small samples. In
this model, the difference between the dependent and distributed variables is obtained and the
endogeneity problem is solved. It also estimates the short- and medium-term components
simultaneously and solves the problems of dependent variables and autocorrelation. Finally, the model
overcomes the problems of unstable results in time series data.

Results and Discussion:

The results of the short-term model show that the first lag of GDP has had a positive and significant
effect on itself. So that with a one percent increase in GDP in the previous period, it has increased by
0.684 percent in the current period. Human capital has had a negative and significant effect on GDP.
So that with a one percent increase in human capital, it has decreased by 0.593 percent in GDP. This
issue may be due to the fact that appropriate measures and planning have not been taken in the short-
term period to improve human capital indicators. The first lag of human capital has had a positive and
significant effect on GDP. With an increase in human capital in the previous period, it has increased
by 0.047 percent in GDP.

Financial development has had a positive and significant effect on GDP, with a one percent increase in
financial development, GDP has increased by 0.327 percent. This indicates that the development of
the financial sector is effective in improving and promoting GDP in the short term. The first lag of
financial development has had a negative and significant impact on financial development. So that a
one percent increase in the first lag of financial development has caused a 0.188 percent decrease in
GDP.

Labor has had a negative and significant impact on GDP. So that a one percent increase in the labor
force has caused a 0.874 percent decrease in GDP. This indicates that the labor force has caused a
decrease in GDP in the short term due to low skills and education. The second lag of labor has had a
positive and significant impact on GDP. So that a one percent increase in the labor force has caused a
0.869 percent increase in GDP.

Government spending has had a positive and significant impact on GDP. So that a one percent
increase in government spending has caused a 0.258 percent increase in GDP. An increase in
government spending through increased investment increases demand and, as a result, increases GDP.
The first lag of government spending has had a negative and significant impact on GDP. So that with a
one percent increase in government spending, GDP has decreased by 0.118 percent. Population growth
has increased GDP through increased production of science and knowledge and changes in
technological improvements in production.

Conclusion:

Unemployment has had a negative and significant effect on GDP. So that an increase in
unemployment has caused a 0.411 percent decrease in economic growth. The reduction in the labor
force and the closure of enterprises in the short term cause a decrease in economic growth. The first



pause of unemployment has had a positive and significant effect on economic growth. So that with an
increase in unemployment, GDP has increased by 0.096 percent.

The effect of human capital on GDP in the short term has been negative and significant. So that with a
one percent increase in human capital, GDP has decreased by 0.593 percent. The variables of
government spending and financial development have also had a positive and significant effect on
GDP in the short term.

Similarly, in the long term, human capital has had a positive and significant effect on GDP. So that a
one percent increase in human capital has caused a 0.176 percent increase in GDP. Financial
development has had a positive and significant effect on GDP. A one percent increase in financial
development has caused a 2.075 percent increase in economic growth. Government spending has had a
positive and significant effect on GDP. A one percent increase in government spending has caused a
0.525 percent increase in GDP. Labor has had a negative and significant effect on GDP. So that with a
one percent increase in labor, GDP has decreased by 278.2 percent. In developing countries, because
the labor force does not have the necessary education and skills in the production process, it causes a
decrease in GDP. Unemployment has had a negative and significant effect on GDP. So that with a one
percent increase in unemployment, GDP has decreased by 352.1 percent.
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