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Introduction: Wealth creation mechanisms are multifac-
eted and complex processes influenced by various factors.
The present study examines the relationship between social
capital, public health, and governance with wealth creation
mechanisms in economies with a medium level of welfare.

Method: This research is applied and descriptive-analyt-
ical in nature, utilizing panel data regression analysis,
conducted in 71 selected countries with an average level
of prosperity form 2007 to 2023. The dependent vari-
able is wealth creation mechanisms, and the indepen-
dent variables include social capital, public health, gov-
ernance, personal freedom, and education, which have
been extracted from the data of the Legatum Institute.

Findings: Social capital, public health, and governance
have a positive impact on wealth-creation mechanisms
in selected countries. In contrast, personal freedom
showed a negative effect on these mechanisms. Ad-
ditionally, education has a non-linear effect on wealth-
creation mechanisms.

Discussion: Improving social capital, public health, and
governance in countries with a medium level of welfare
leads to the enhancement of wealth-creating mecha-
nisms. The negative impact of personal freedom in these
countries aligns with institutionalism theories and em-
phasizes the necessity of institutional groundwork. The
non-linear effect of education is also consistent with the
concept of knowledge spillover and indicates the impor-
tance of targeted investment in higher education. There-
fore, policymakers should focus on strengthening insti-
tutions and social capital, improving public health and
effective investment in higher education.
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Extended Abstract
Introduction

Wealth creation mechanisms constitute a fundamental focus of economic re-
search and policy formulation across societies. As demonstrated by Shambaugh
et al. (2018), these mechanisms fundamentally determine an economy’s capacity
to generate sustainable prosperity through three core channels: (1) productivity
growth, (2) competitive advantage, and (3) dynamic efficiency.

These elements generally shape an economy’s ability to create sustainable wealth
and effectively utilize its workforce (Shambaugh et al, 2018).

Within contemporary economic discourse, social capital constitutes a fundamental
pillar of sustainable development. The World Bank (2023) conceptualizes social
capital as “the invisible wealth of nations”. It considers it to include the relation-
ships, norms, and values governing interactions between individuals and groups
in a society, which strengthen cooperation, mutual trust, and social cohesion (Elmi
et al, 2006).

Alternatively, the concept of public health encompasses the scientific and artistic
methods of sickness prevention, increasing life expectancy, and supporting human
well-being. This is achieved through systematic and pre-arranged actions, coupled
with the well-considered decisions of both individuals and the wider population
(Bage, 2023). This field also fundamentally contributes to wealth creation by im-
pacting the workforce and productivity (Salmani et al., 2015).

Thus, it can be understood that wealth creation in an economy is a complex and
multifaceted phenomenon influenced by various factors. A deep understanding of
these factors and the adoption of effective policies to strengthen them play a key
role in enhancing the level of welfare and wealth of society. On the other hand, the
role of non-economic factors such as social capital and public health in wealth cre-
ation mechanisms has received less attention. These two issues, namely the limita-
tions of traditional indicators and the neglect of non-economic factors, justify the
necessity of conducting this research. The present study examines the macroeco-
nomic conditions and factors that underpin wealth creation and the improvement
of the living standards of individuals in society. Therefore, this research analyzes
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the relationship between social capital, public health, and governance with wealth
creation mechanisms for countries with a medium level of welfare. The relation-
ship of the aforementioned set of variables is examined using the econometric
method of panel data regression analysis for 2007-2023.

Method

The relationship between social capital, public health, and governance and wealth
creation mechanisms is examined in this research, using data from 71 selected
countries with an average level of prosperity spanning 2007-2023. The data used
is extracted from the Legatum Institute’s dataset.

InlinewithRomer’sfundamentaltheoryandfollowingthearticlebyDieboltand Le Cha-
pelain(2019),inthepresentstudy,relation(1)isusedtoachievetheresearchobjectives:

relation (1)
WCMit = Bo + B1SOCit + B-HEAIt + BsGOVit + BsPERit + BsEDU?t + €it

Where: WCMit defines the wealth generation capacity of the economy in country
t in year i. B0 is the intercept, SOCit is the variable for social capital, HEAt is
the variable for public health, GOVit is the variable for governance, PERIit is the
variable for personal freedom, EDU?it is the variable for education squared, and
git is the error term.

Findings

In the selected countries, the regression model demonstrated a significant posi-
tive influence of social capital, public health, and governance on wealth creation.
However, personal freedom had a significant negative influence. Additionally,
education’s impact on wealth creation was significant and non-linear.
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Model estimation results, dependent variable of wealth creation mechanisms

P>|t| t Estimation coefficient Symbol Variable name

0.000 | 8.07 0.0424 SOC Social Capital

0.000 | 4.74 0.0368 HEA Health

0.000 | 38.78 0.2054 GOV Governance

0.000 | -4.44 -0.0123 PER Personal Freedom

0.000 | 35.18 0.0017 EDU2 Education2
Wald chi2(9):9653.90

Discussion

Based on the results of this research, policymakers should pay special attention
to the indicators of social capital, including trust, cooperation, and collaboration
among individuals and groups. These factors provide a suitable environment for
innovation, entrepreneurship, and the exchange of ideas, leading to increased risk-
taking, creativity, and ultimately economic prosperity. Additionally, public health,
influenced by factors such as nutrition, hygiene, and access to healthcare services,
directly impacts the ability and dynamism of the workforce. Healthy and vibrant
individuals are more productive and have fewer absences from work, which sig-
nificantly affects production and economic growth. Improving community health
creates a positive cycle; increased health leads to economic growth, which allows
for higher healthcare spending and further enhancement of health levels. Strong
and efficient governance, creates appropriate legal and executive frameworks,
thereby providing the necessary security and trust for the participation of indi-
viduals and institutions in economic activities, leading to investment attraction
and improved economic conditions.

Another research finding is the impact of personal freedom and education on
wealth creation. Contrary to popular belief, an unplanned and sudden increase in
personal freedom can harm wealth creation. This negative impact arises from the
complex interaction of personal freedom with other institutional-economic factors
such as weak institutions, corruption, inequality, and economic transition chal-
lenges. In fact, under these conditions, an increase in freedom may lead to insta-
bility, an increase in illegal activities, and a decrease in investment. Therefore, to
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effectively utilize the benefits of freedom, appropriate institutional and economic
groundwork is essential. The relationship between education and wealth creation,
however, is non-linear. This finding indicates that an increase in education at high-
er levels has a greater impact on wealth creation than lower levels. This phenom-
enon is related to the concept of knowledge spillover; as the level of education in
society increases, the capacity to absorb, disseminate, and produce knowledge and
innovation also increases, ultimately leading to improved economic performance
and increased wealth creation.
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