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Abstract

Sustainable economic development is one of the key objectives of all
governments and depends on identifying its contributing factors. Health is
one of the factors affecting human capital, productivity, and sustained
economic development. Improving this index requires planning and
policymaking by taking into account regional differences. The present
research is an applied study drawing on a descriptive and analytical
framework. It uses a Vector Auto-regression model with panel data and an
account of the Cobb-Douglas production function to investigate how
household education and health expenditures affect the mortality rate of
children under 5. It also examines the impact of development expenditures
on the economic growth of two groups of privileged and underprivileged
provinces. Findings suggest that the above indicators impact economic
growth in both province groups. However, their impact is more pronounced
among disadvantaged provinces. It follows that the government should pay
more attention to this group. The health indicator results show that this
indicator is a long-term variable, and the policies dealing with it exert a long-
term effect on economic growth and development.
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Extended Abstract

Introduction

Sustainable economic growth is a fundamental goal for all governments,
requiring a thorough understanding of its driving factors. Among these
factors, health plays a critical role in shaping human capital, productivity,
and long-term economic development. As a key component of human
capital, health affects labor force participation, productivity, and the overall
quality of life, influencing economic output at both micro and macro levels.
This study explores the impact of health indicators on economic growth in
Iran, focusing on disparities between privileged and underprivileged
provinces.

While economic theories have long recognized the relationship between
health and economic growth, empirical research remains crucial to
understanding the specific mechanisms through which health improvements
contribute to economic performance. The present study aims to provide an
analytical framework for examining the role of health expenditures, child
mortality rates, and public infrastructure investment in fostering economic
growth. The research is grounded in Iran’s broader health policies and
economic development strategies, aligning with national sustainability
goals.

Methods

This research employs a mixed-methods approach, combining descriptive

and analytical methodologies. It utilizes a Vector Auto-regression (VAR)

model with panel data to analyze the dynamic interactions between

economic growth and health indicators. The study applies a Cobb-Douglas

production function framework to assess the influence of key variables,

including:
¢ Household health expenditures: Examining how private
investments in healthcare contribute to productivity and economic
well-being.

¢ Child mortality rates (under five years old): Assessing the
implications of child health on long-term human capital
accumulation.

% Educational expenditures: Analyzing the role of education in
enhancing labor market efficiency and economic resilience.

¢ Public infrastructure investment: Evaluating government spending
on healthcare facilities and its impact on regional economic
disparities.

The study covers all 31 provinces in Iran, categorizing them into two groups

based on income per capita: privileged and underprivileged regions. Data

from 1380 to 1395 (2001-2016) were sourced from the Iranian Statistics

Center, the Statistical Yearbooks, and the Civil Registration Organization.

The research applies a generalized method of moments (GMM) estimation

to control for endogeneity issues in the panel data.
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Results and Discussion

The empirical findings indicate that health expenditures, child mortality

rates, and public investments significantly impact economic growth, with

variations across regional classifications. Key observations include:

1. Health Expenditures and Economic Growth:

% Increased household health spending correlates positively with
economic growth in both province groups, though the impact is
more substantial in underprivileged areas.

¢ Government expenditures on healthcare infrastructure show long-
term benefits, leading to enhanced labor productivity and reduced
absenteeism.

2. Child Mortality and Human Capital Development:

% A decline in child mortality rates is associated with long-term
economic benefits, as improved child health enhances workforce
participation and educational attainment.

¢ In underprivileged provinces, reductions in child mortality rates
have a stronger effect on economic growth, indicating the
importance of targeted public health interventions.

3. Educational Expenditures and Skill Development:
¢ Investments in education yield positive economic returns by

improving labor quality and fostering technological adoption.

¢ The interaction between education and health investments is crucial
for sustainable development, as healthier individuals benefit more
from educational opportunities.

4. Public Infrastructure Investment:

% Government-funded infrastructure projects, including healthcare and
sanitation facilities, contribute to economic resilience.

s The disparity in infrastructure quality between privileged and
underprivileged provinces underscores the need for equitable
resource allocation.

5. Regional Disparities in Economic Growth:
+¢+ Health-related investments in underprivileged regions exhibit greater

marginal returns, emphasizing the necessity for region-specific
policy interventions.

% The economic growth trajectory of privileged provinces is more
stable, while underprivileged regions show higher sensitivity to
policy changes and external shocks.

Quantitative analysis confirms that the health index functions as a long-term

variable, with its effects materializing over extended periods. Structural

equation modeling (SEM) further wvalidates these relationships,
demonstrating that improvements in health indicators directly enhance
economic performance.

Conclusion
This study highlights the critical role of health indicators in shaping
economic growth and development. Findings suggest that sustained
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investments in health, education, and infrastructure are essential for
reducing regional disparities and promoting inclusive economic progress.

Policy Recommendations
1. Increase Health Sector Investment:

% Expand healthcare coverage, particularly in underprivileged
provinces, to improve public health outcomes and economic
productivity.

+¢+ Strengthen the financial sustainability of healthcare systems through
public-private partnerships.

2. Enhance Child Health and Nutrition Programs:

% Implement targeted interventions to reduce child mortality rates,
ensuring long-term human capital development.

% Develop community-based healthcare initiatives focusing on
preventive care and maternal health.

3. Improve Educational Accessibility and Quality:

+¢ Integrate health and education policies to maximize economic returns
on human capital investment.

% Provide financial incentives for low-income households to invest in
education and healthcare.

4. Strengthen Public Infrastructure Development:

¢+ Prioritize investments in healthcare facilities, sanitation, and clean
water access in underprivileged regions.

+ Enhance monitoring and evaluation mechanisms to ensure efficient
resource allocation and policy effectiveness.

5. Adopt Region-Specific Economic Policies:

% Develop customized policy frameworks that address the unique
challenges faced by different provinces.

¢ Foster interprovincial collaboration to share best practices and
optimize resource utilization.

By implementing these policy recommendations, Iran can foster a more
equitable and sustainable economic growth model, aligning with broader
national development objectives. Future research should explore the long-
term effects of health policies across different socio-economic contexts,
providing deeper insights into the dynamic relationship between health and
economic growth.
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