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Abstract:

This study aims to estimate the impact of human capital on economic growth
in Algeria using a Dynamic Stochastic General Equilibrium (DSGE) model,
based on macroeconomic data from 1970 to 2022.

The study uses time-series data covering consumption, investment, the
consumer price index, GDP, public spending, and interest rates, while estimating
human capital accumulation using expenditure data on healthcare and education
according to the macroeconomic approach. The theoretical section of the study,
presented in Chapter One, reviews various models that address the role of
human capital in achieving economic growth, such as the Lucas model, Romer
model, and Jones and Hall model. Chapter Two is dedicated to reviewing
Important previous studies that have dealt with the study's topic.

In Chapter Three, the study constructs its model based on the economic
relationships that arise between various economic agents and the exchanges that
occur among them, aiming to achieve the maximum utility for each sector.
Human capital is incorporated as a factor in the production function of firms,
which, in turn, accumulates through the household sector that allocates part of
its leisure time to improving its performance, thus creating more efficient human
capital.

The results showed significant differences between the prior and posterior
distributions of the parameters, reflecting the impact of actual data on the model
estimates. Despite the importance of human capital, productivity shocks related
to it did not have a clear impact on economic growth in Algeria during the
studied period. This indicates the need to improve education and training
policies and increase investment in healthcare to enhance labor productivity and
stimulate innovation, aiming for sustainable economic growth. These findings
provide valuable insights for policymakers in designing economic policies that
support the improvement of human capital performance and achieving
sustainable economic growth.

Keywords: Human capital, Economic growth, DSGE, Productivity function
shock.
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