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The Study of Nonlinear Impact of Health Capital on Economic Growth
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Abstract

This paper uses a panel threshold model analysis to investigate the effects of health capital
on the growth rate of per capital income for high-income countries over the period from 1995 to
2011, by using panel smooth transition regression model developed by Gonzalez et al. (2004,
2005). We also use three alternative measures of health in our study: the ratio of health care
expenditure to GDP, the ratio of public health care expenditure to health care expenditure and
life expectancy. Utilizing the ratio of health care expenditure to GDP as the threshold variable to
figure out that the threshold value. Investigating health capital for high-income countries, the
impact of economic growth effect, whether depend on the ratio of health care expenditure to
GDP exceeds a certain threshold or not. The empirical results show that, public health
expenditure, health expenditure and life expectancy to economic growth have significant
positive nonlinear effects when the ratio of health care expenditure to GDP upper than 7.1781%
threshold; public health expenditure and health expenditure no significant impact on economic
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growth and life expectancy have significant positive nonlinear effects when the ratio of health
care expenditure to GDP lower than 2.9160% threshold.

Keywords: Health Capital, Health Care Expenditure, Life Expectancy, Economic Growth,
Panel Smooth Transition Regression Model.
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