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1: Human Capital Review - Human Capital Development in the Knowledge Economy
Human Capital and Knowledge To me, one of the ways in which my paper, Endogenous Technological Change, was a
step forward relative to the first round models of endogenous growth was the explicit distinction that it allowed between
the stock of human capital H and the stock of knowledge A.

History[ edit ] Arthur Lewis is said to have begun the field of development economics and consequently the
idea of human capital when he wrote in "Economic Development with Unlimited Supplies of Labour. There is
such a thing as investment in human capital as well as investment in material capital. So soon as this is
recognised, the distinction between economy in consumption and economy in investment becomes blurred.
For, up to a point, consumption is investment in personal productive capacity. This is especially important in
connection with children: Even for adults, after we have descended a certain distance along the scale of
wealth, so that we are beyond the region of luxuries and "unnecessary" comforts, a check to personal
consumption is also a check to investment. The best-known application of the idea of "human capital" in
economics is that of Mincer and Gary Becker of the "Chicago School" of economics. In this view, human
capital is similar to " physical means of production ", e. Thus, human capital is a means of production , into
which additional investment yields additional output. Human capital is substitutable, but not transferable like
land, labor, or fixed capital. Some contemporary growth theories see human capital as an important economic
growth factor. The four types were: Smith defined human capital as follows: Fourthly, of the acquired and
useful abilities of all the inhabitants or members of the society. The acquisition of such talents, by the
maintenance of the acquirer during his education, study, or apprenticeship, always costs a real expense, which
is a capital fixed and realized, as it were, in his person. Those talents, as they make a part of his fortune, so do
they likewise that of the society to which he belongs. The improved dexterity of a workman may be
considered in the same light as a machine or instrument of trade which facilitates and abridges labor, and
which, though it costs a certain expense, repays that expense with a profit. The greatest improvement in the
productive powers of labour, and the greater part of the skill, dexterity, and judgement with which it is any
where directed, or applied, seem to have been the effects of the division of labour. There is a complex
relationship between the division of labor and human capital. Background[ edit ] Human capital is a collection
of traits â€” all the knowledge, talents, skills, abilities, experience, intelligence, training, judgment, and
wisdom possessed individually and collectively by individuals in a population. These resources are the total
capacity of the people that represents a form of wealth which can be directed to accomplish the goals of the
nation or state or a portion thereof. Many theories explicitly connect investment in human capital development
to education, and the role of human capital in economic development, productivity growth, and innovation has
frequently been cited as a justification for government subsidies for education and job skills training. Michael
Spence offers signaling theory as an alternative to human capital. It was assumed in early economic theories,
reflecting the context â€” i. Just as land became recognized as natural capital and an asset in itself, human
factors of production were raised from this simple mechanistic analysis to human capital. In modern technical
financial analysis, the term "balanced growth" refers to the goal of equal growth of both aggregate human
capabilities and physical assets that produce goods and services. The assumption that labour or workforces
could be easily modelled in aggregate began to be challenged in s when the tertiary sector , which demanded
creativity, begun to produce more than the secondary sector was producing at the time in the most developed
countries in the world. The role of leadership , talent , even celebrity was explored. Today, most theories
attempt to break down human capital into one or more components for analysis [15] [16] [17] â€” usually
called " intangibles ". Most commonly, social capital , the sum of social bonds and relationships, has come to
be recognized, along with many synonyms such as goodwill or brand value or social cohesion or social
resilience and related concepts like celebrity or fame , as distinct from the talent that an individual such as an
athlete has uniquely has developed that cannot be passed on to others regardless of effort, and those aspects
that can be transferred or taught: In general these analyses acknowledge that individual trained bodies,
teachable ideas or skills, and social influence or persuasion power, are different. Management accounting is
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often concerned with questions of how to model human beings as a capital asset. Studies of structural
unemployment have increasingly focused on a mismatch between the stock of job-specific human capital and
the needs of employers. Recent work has attempted to improve the linkages between education and the needs
of the labor market by linking labor market data to education loan pricing. But long before Mincer or Becker
wrote, Marx pointed to "two disagreeably frustrating facts" with theories that equate wages or salaries with the
interest on human capital. The worker must actually work, exert his or her mind and body, to earn this
"interest. A free worker cannot sell his human capital in one go; it is far from being a liquid asset, even more
illiquid than shares and land. He does not sell his skills, but contracts to utilize those skills, in the same way
that an industrialist sells his produce, not his machinery. The exception here are slaves, whose human capital
can be sold, though the slave does not earn an income himself. An employer must be receiving a profit from
his operations, so that workers must be producing what Marx under the labor theory of value perceived as
surplus-value , i. These countries are naturally endowed with more of labour due to high birth rate under the
given climatic conditions. The surplus labour in these countries is the human resource available in more
abundance than the tangible capital resource. This human resource can be transformed into human capital with
effective inputs of education, health and moral values. The transformation of raw human resource into highly
productive human resource with these inputs is the process of human capital formation. The problem of
scarcity of tangible capital in the labour surplus countries can be resolved by accelerating the rate of human
capital formation with both private and public investment in education and health sectors of their national
economies. The tangible financial capital is an effective instrument of promoting economic growth of the
nation. The intangible human capital, on the other hand, is an instrument of promoting comprehensive
development of the nation because human capital is directly related to human development, and when there is
human development, the qualitative and quantitative progress of the nation is inevitable. The United Nations
publishes the Human Development Report [26] on human development in different nations with the objective
of evaluating the rate of human capital formation in these nations. The life expectancy index reveals the
standard of health of the population in the country; the education index reveals the educational standard and
the literacy ratio of the population; and the income index reveals the standard of living of the population. If all
these indices have a rising trend over a long period of time, it is reflected in a rising trend in HDI. Human
capital is measured by health, education and quality of standard of living. HDI is indicator of positive
correlation between human capital formation and economic development. If HDI increases, there is a higher
rate of human capital formation in response to a higher standard of education and health. Similarly, if HDI
increases, per capita income of the nation also increases. Implicitly, HDI reveals that the higher is human
capital formation due to good levels of health and education, the higher is the per capita income of the nation.
This process of human development is the strong foundation of a continuous process of economic
development of the nation for a long period of time. This significance of the concept of human capital in
generating long-term economic development of the nation cannot be neglected. It is expected that the
macroeconomic policies of all the nations are focused towards promotion of human development and
subsequently economic development. Human capital is the backbone of human development and economic
development in every nation. Mahroum suggested that at the macro-level, human capital management is about
three key capacities: Cumulative growth[ edit ] Human capital is distinctly different from the tangible
monetary capital due to the extraordinary characteristic of human capital to grow cumulatively over a long
period of time. During the period of prosperity, monetary capital grows at relatively higher rate while during
the period of recession and depression, there is deceleration of monetary capital. On the other hand, human
capital has uniformly rising rate of growth over a long period of time because the foundation of this human
capital is laid down by the educational and health inputs. Therefore, the educational and health inputs create
more productive impacts upon the future generation and the future generation becomes superior to the current
generation. In other words, the productive capacity of future generation increases more than that of current
generation. Therefore, rate of human capital formation in the future generation happens to be more than the
rate of human capital formation in the current generation. This is the cumulative growth of human capital
formation generated by superior quality of manpower in the succeeding generation as compared to the
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preceding generation. India[ edit ] In India, rate of human capital formation has consistently increased after
Independence due to qualitative improvement in each generation. This third generation is qualitatively the
most superior human resource in India. The rapid growth of the Indian economy in response to improvement
in the service sector is evidence of cumulative growth of human capital in India. Criticism[ edit ] Some labor
economists have criticized the Chicago-school theory, claiming that it tries to explain all differences in wages
and salaries in terms of human capital. One of the leading alternatives, advanced by Michael Spence and
Joseph Stiglitz , is "signaling theory". According to signaling theory, education does not lead to increased
human capital, but rather acts as a mechanism by which workers with superior innate abilities can signal those
abilities to prospective employers and so gain above average wages. This theory has had a significant share of
study in the field proving that wages can be higher for employees on aspects other than human capital. Some
variables that have been identified in the literature of the past few decades include, gender and nativity wage
differentials, discrimination in the work place, and socioeconomic status. The prestige of a credential may be
as important as the knowledge gained in determining the value of an education. This points to the existence of
market imperfections such as non-competing groups and labor-market segmentation. In segmented labor
markets, the "return on human capital" differs between comparably skilled labor-market groups or segments.
An example of this is discrimination against minority or female employees. Following Becker, the human
capital literature often distinguishes between "specific" and "general" human capital. Specific human capital
refers to skills or knowledge that is useful only to a single employer or industry, whereas general human
capital such as literacy is useful to all employers. Economists view firm-specific human capital as risky, since
firm closure or industry decline leads to skills that cannot be transferred the evidence on the quantitative
importance of firm specific capital is unresolved. Human capital is central to debates about welfare , education
, health care , and retirement.. In , "human capital" German: Humankapital was named the German Un-Word
of the Year by a jury of linguistic scholars, who considered the term inappropriate and inhumane, as
individuals would be degraded and their abilities classified according to economically relevant quantities.
These theories are concerned with human beings as inputs to increasing production". Specifically, individuals
arrive at 9am and leave at 5pm in the conventional office model taking most of their knowledge and
relationships with them. Human capital when viewed from a time perspective consumes time in one of these
key activities: Despite the lack of formal ownership, firms can and do gain from high levels of training, in part
because it creates a corporate culture or vocabulary teams use to create cohesion. In recent economic writings
the concept of firm-specific human capital , which includes those social relationships, individual instincts, and
instructional details that are of value within one firm but not in general , appears by way of explaining some
labour mobility issues and such phenomena as golden handcuffs. Workers can be more valuable where they
are simply for having acquired this knowledge, these skills and these instincts. Accordingly, the firm gains for
their unwillingness to leave and market talents elsewhere. Risk[ edit ] When human capital is assessed by
activity based costing via time allocations it becomes possible to assess human capital risk. Human capital
risks can be identified if HR processes in organizations are studied in detail. Human capital risk occurs when
the organization operates below attainable operational excellence levels. For example, if a firm could
reasonably reduce errors and rework the Process component of human capital from 10, hours per annum to 2,
hours with attainable technology, the difference of 8, hours is human capital risk. When wage costs are applied
to this difference the 8, hours it becomes possible to financially value human capital risk within an
organizational perspective. Risk accumulates in four primary categories: Absence activities activities related to
employees not showing up for work such as sick leave, industrial action, etc.
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2: Rostra Economica â€“ Human Capital and Growth
A: Human capital and economic growth have a strong relationship. Human capital affects economic growth and can help
to develop an economy through the knowledge and skills of people.

Tweet Social policy advocates claim the development of the European welfare state model on three phases as
follows: At the first time, on the European Union level, to bring the social investment policy to the political
agendas after the s economic hardship, the European Council adopted the Lisbon Strategy in In fact, the
Lisbon Strategy was successful with respect to the employment. Generally, social investment idea emerged as
a link between social insurance and activation in employment policies and upgrading human capital. The
social democratic approach based on the example of the Nordic countries and the liberal approach of the
Anglo-American countries. To make the distinguish more clear, the social democratic approach aims to
increase the employment for all working classes and strength human capital. On the other hand, liberal
approach applies selective strategy which is more workfare policy oriented and covers vulnerable class. In this
regard, cross country analyses show that the Scandinavian countries have been the forerunners of social
investment and perform the childcare and vulnerable group targeted policies at their best. Studies have viewed
the social investment state approach as a new form of the welfare state and reshaped social policy objectives
that addressed to promote labour market participation for a sustainable employment rather than simply to fight
against unemployment. Since the beginning, the social investment strategy directs to protect individuals from
social and economic threats by investing in human capital through labour market trainings, female family â€”
career and child care policies, provision of universal access to education from the childhood. On doing so, the
social investment as a long term strategy aims to reduce the risk of future neediness in contrast to the
traditional benefit oriented welfare state that focuses on short term mitigation of risks. In short, social
investment policies are characterized as a predictor rather than a recoverer. Mainstream social investment
argument is that redesigned welfare state model more focuses on work and care reconciliation policy as
strengthening parental employment in the labour market is an important factor to exit poverty and support
families especially mothers. In reality, an economic development and employment is friendly to each other.
Thus, income comes from the market through employment as a paid employment is foundation of household
welfare. Likewise, a welfare is purchased in the markets. Arguably, unemployment leads to the poverty and
social exclusion in the societies. Hereby, work based policy regarded as a sustainable anti-poverty strategy.
The human capital cognitive development and educational attainments is a must for the dynamic and
competitive knowledge economy. In fact, social investment state by being more female and child care policy
oriented predicts an importance of the education for a well-being of society and more developed economy in
the future. Thus, employment policies need to link with family policies to be more effective in response to the
unemployment, poverty and social exclusion. Social investment state as a new shape of the active employment
policies invests in education particularly of women and children to prevent unemployment and poverty from
the beginning. One hand, addresses to the ageing problem of European societies social investment strategies
aim to mobilize motherhood with an employment. On the other hand, by promoting family polices, social
investment strategy directs to reduce child poverty and safeguard child welfare in the line with better social
and economic conditions of childhood. What is certain that, social investment state implies human capital
strategy. To increase an employment and long term productivity of individuals, social investment policies
interchanged with the provision of social insurance. In other words, the social service policies took over the
place of the cash benefit oriented policies. It is probably fair to say, the human capital strategies link social
investment policies to employment outcomes. Simply, to see the correlation between the social investment
paradigm and employment, human capital policy measures education and trainings are needed to be checked
as a direct labour market value. Since they are the most effective activation measures in skill investment to
respond to the knowledge economy, more educated and skilled manpower boosts the labour supply in turn
results income equality which is a traditional goal of the social democracy. In this context, social investment
state is addressed to reach high quality employment by its human investment orientation.
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3: What Is the Role of Human Capital in Economic Development? | Owlcation
3 Growth with Human Capital and Knowledge In the s, the American economy suffered from the obsolescence of plant
and equipment and the inability to compete in international markets in many areas of.

United Nations Photo Summary: During the course of history, we have seen how human capital could make a
substantial difference to the economy. Still, many countries, especially developing ones, continue not to
appreciate this issue in the right manner. This article will present the importance of human capital to the
economic development of the country and how international organizations are helping countries to achieve
growth through building human capital. World Bank suggested that the developing countries were severely
lacking behind developed countries in terms of human capital investment. The consensus among economists
and policy-makers as well is that investing in people strengthens economies, but the implementation of the
relevant policy has been extremely overlooked in some countries, especially developing ones. Human capital
cannot be underestimated, as we try to understand why we should not remain inactive on the problem. Human
capital Human capital can be shortly defined as the skills and attributes of an individual, or a collective group
of individuals, that, through performing its function as the labor in the economy, is possible to create
economic value. The concept was first termed by Nobel Laureate Gary Becker and it has been frequently
mentioned since. Following the objectives of poverty reduction of the past three decades, this might turn out to
be one of the most important economic issues moving forward. Usually, when we discuss human capital, the
most relevant aspect is education, as it is the primary means to translate skills and attributes to productivity
and output. However, there are also other indirect factors of human capital that are highly relevant to
economic growth, for instance, health, social policies and population. In this issue, we will look at the two
main components of the many that form the structure of human capital: Firstly, the goal of education has been
long considered as the strong foundation of building a sustainable human capital basis. Research has shown
that educational attainment, measured by years of schooling and enrolment rates in other designs , is strongly
correlated with economic growth across countries around the world. However, while the number of schooling
years is measurable, it is difficult to imagine that a school year in the Netherlands can be considered as equal
to a school year in a sub-Saharan country in terms of quality and the knowledge gained. In order to address
this problem, the World Bank introduces the learning-adjusted school year in order to make education in each
country more comparable. The readjustment of the variable makes the correlation between educational
attainment and economic growth even stronger, suggesting that human capital is as important as ever in our
contemporary times. In their findings, between the top quartile and bottom quartile country in terms of wealth,
there is a difference of 1. To put it in perspective, the global economic growth in the last 25 years has been
around 2 to 3 percent; so the difference of growth that is attributed to the role of human capital is indeed very
significant. In fact, in an era where technology and innovation are the motivators of growth, investment in
human capital is the right direction for many developing countries if they want to remain competitive with
countries around the world. The second aspect that I want to focus on is the importance of improving
individual health to human capital. In this case, public organizations have long addressed the eradication of
stunting and infectious diseases in many underdeveloped and developing countries where people lack
primitive access to healthcare. In terms of household investment, families could buy protectionary measures to
minimize the chance of their children getting caught by a disease. As a result, healthier children would be
more engaged in learning activities and have fewer absent days, which effectively raises the level of individual
human capital. If more families are engaged into preventive measures, all children can be the beneficiaries
since the transmission of diseases is lowered across all households, so all children would go to school more
often in a way such that it increases the social human capital. Also, by making sure that an individual is
healthy, that can be translated to more productive capacity in the latter stage of their career. For developed
countries, where malnutrition or diseases are less of a problem, then the necessity to create equal opportunities
for people is more prioritized. With regards to disabled people, they usually could not earn the same privilege
as their other counterparts, since they usually are seen as inferior, even in some cases, they struggle to even
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live on their own. In some countries, public educational programs on helping the disabled to live
independently and training in specialized skills have had some tremendous achievements. Employment across
disabled people increases dramatically when they are trained to prepare to participate in the workforce.
Measurement of human capital In order to quantify human capital, one of the newest entries to the World
Bank database that is going to assist is the Human Capital Index, which is still due to be published later in the
year. Because of its first publication, there is going to be much controversy surrounding the myriads of aspects
of the data: Since countries are being put in comparison to one another, not many government officials would
not be too e happy seeing the results. However, the key takeaway of this research or at least the goal of its first
publication is that whether administration of a certain country looks their results in comparison to others is
they should make some positive and urgent changes to their policy so as to develop or strengthen its domestic
human capital capacity Investment in human capital. Human Capital indicator might need some refinement in
the future, but as long as the data are quantifiable, reliable and accurate enough, it would be able to attract
more investment. The investment would not only come from the public sector which only have limited income
through taxes , but it can attract private sector which has more resources as well. Usually, the private sector
decides to stay away from human capital investment because investment in human capital is considered a
long-term investment that would not able to yield immediate returns. While there are many private enterprises
and foundations that possess forward-looking perspective and have been actively engaged for a number of
years, there are yet still many firms that have the capability to support and finance such projects. Providing
in-house training programs in terms of specialized skills can be one of the many projects that could yield
possible returns only within a couple of years. While this issue of the investment into human capital cannot be
resolved within the length of a magazine article hope our audience can understand the overview of the issue.
As the World Bank begins its project on building human capital and projects a clearer build path, they hope
developing countries would start to follow suit.
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4: Human Capital definition and importance | Economics Help
Africa Region Human Development Working Paper Series - No. 84 Namibia Human Capital and Knowledge
Development for Economic Growth with Equity Mmantsetsa Toka Marope.

Contact Author Learn how human capital affects economic development worldwide. Source Modern
economists are of the view that natural resources i. A country which has abundant natural resources is in a
position to develop more rapidly than a country that is deficient in such resources. However, the presence of
abundant resources is not a sufficient enough condition to explain all aspects of economic growth. Economies
are created and managed by people. These people must be capable of performing the duties required to create
such an economy. Matters of economic growth and decline hinge on the population. How is human capital
formed? What are the problems with human capital formation in the least developed countries? Finding the
answers to these questions will give you a broader understanding of the world at large. Why are some
countries growing faster than others? To answer these questions, we must broaden our understanding of
human capital. Human capital is the fundamental source of economic growth. It is a source of both increased
productivity and technological advancement. In fact, the major difference between the developed and
developing countries is the rate of progress in human capital. The underdeveloped countries need human
capital to staff new and expanding government services to introduce new systems of land use and new
methods of agriculture, to develop new means of communication to carry forward industrialization and to
build the education system. Human capital is described as the skills, training, and health acquired through on
the job training and education. It can be increased through formal education On-the-job training Improved
health and psychological well being. To be more precise, if the people of a country are well educated, well
nourished, skilled, and healthy, they are said to have more human capital. As underdeveloped countries around
the world make investments in human persons, they aim to increase their programming skills, social abilities,
ideals, and health. These investments aim to increase productivity. The success of their economies depends
upon increasing human capabilities. However, human capital does not exist in a vacuum. Physical factors are
considered "passive factors" of economic growth. They are not separate from each other, but hinge upon each
other. These human resources are considered "active factors" of economic development. A country which has
developed the skills and knowledge of its people can exploit natural resources, build social economic and
political organizations, and carry forward national development. That said, a country which does not pay
attention to the passive factors that influence these goals will struggle to see the rapid growth in human capital
that they desire. How Is Human Capital Formed? Definition of human capital formation: Human capital
formation is the act of increasing the productive qualities of the labor force by providing more education and
increasing the skills, health, and notarization level of the working population. Schultz, there are five ways of
developing human capital: Provision of health facilities which affect the life expectancy, strength, vigor, and
vitality of the people Provision of on the job training, which enhances the skill of the labor force Arranging
education at the primary, secondary, and higher levels Study and extension programs for adults Provision of
adequate migration facilities for families to adjust to changing job opportunities What Are the Problems of
Human Capital Formation in LDCs? While there are many benefits to investing in the formation of human
capital in LDCs less developed countries , it is not an easy process. Large populations deal with large issues.
Problems of human capital formation in LDCs include: Faster increase in population: The population of
almost all developing countries in the world including Pakistan is increasing faster than the rate of
accumulation of human capital. As a result, these countries are not making satisfactory use of sector
expenditure on education which has accounted for 2. Defective patterns of investment in education: In the
developing countries of the world, the governments are giving priority to primary education for increasing
their literacy rates. Secondary education, which provides critical skills needed for economic development,
remains neglected. Another problem related to investment in education is that in the public and private sectors
there is a mushroom growth of universities. These universities are a major cost to these countries. There are
also mass failures at primary, secondary, and higher levels of education that result in the wasting of scarce
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resources that the country needs for other kinds of development. More stress on the provision of buildings and
equipments: Another major problem countries run into when investing in human capital in developing
countries is that politicians and administrators lay more stress on the construction of buildings and the
provision of equipments than on the provision of qualified staff. It has been observed that foreign qualified
teachers and doctors are appointed in rural areas, where there is little use for them. This misallocation of
educational resources can negatively affect economic growth. Shortage of health and nutrition facilities: In
less developed countries there is a shortage of trained nurses, qualified doctors, medical equipment, medicines,
etc. Having less availability to health facilities poses a threat to millions of the people. The people are faced
with unsatisfactory sanitary conditions, polluted water, high fertility and death rates, urban slums, illiteracy,
etc. All of these deficiencies affect the health of the people and reduce their life expectancy. This reduces the
growth of human capital. No facilities for on the job training: On the job training in service training is
essential for improving or acquiring new skills. The result is that the efficiency of the workers and the
knowledge held by the workers causes a growth in human capital. The competence of the workers is of the
utmost importance for the efficient use of human resources. Study programs for adults: Study programs for
adults have been introduced in many under developed countries around the world including Pakistan. They
provide basic education, which increases the skills of farmers and small industrialists. Unfortunately, this
scheme failed miserably, as the adults showed no interest in getting such training. Halfhearted measures for
promotion of employment: Throughout most of the world, the ratio of unemployed or underemployed persons
is very large. To increase employment and reduce under employment, proper investment in human capital is
required. This is visibly lacking in LDCs. A positive example is that the government of Pakistan has taken a
number of steps to increase employment opportunities in the country, such as the establishment of the SME
Bank for the promotion of self-employment at the grass roots level. This encourages domestic and foreign
investment, which increases employment opportunities. It also increases the number of technical and
vocational training centers. Failure to plan for the best use of manpower: Due to the nonavailability of reliable
data, there is little manpower planning in less developed countries. As a result, the demand for certain skills
and the supply of those skills do not match. The result is that large numbers of skilled and highly qualified
workers remain underemployed. The frustration and discontent among the unemployed and underemployed
graduate and post graduates results in "brain drain. It is a huge loss in human resources for these developing
countries. Neglect of agriculture education: In LDCs where agriculture is the main sector of the economy, very
little attention is paid to educating the farmers on how to use modern agricultural practices. Unless the farmers
are provided agricultural education and training, they will not be able to raise the agricultural output and
balance supply and demand.
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5: Endogenous growth theory - Wikipedia
In the s, the American economy suffered from the obsolescence of plant and equipment and the inability to compete in
international markets in many areas of traditional American strength. As the industries of other nations began to catch
up, they developed superior techniques of production and.

He believed human capital was like any other type of capital ; it could be invested in through education,
training and enhanced benefits that lead to an improvement in the quality and level of production. An
organization is often said to only be as good as its people. Human capital tends to migrate, especially in global
economies. That is why you will see a shift of this type of capital from developing places or rural areas to
more developed and urban areas. Some economists have dubbed this a " brain drain " â€” making poorer
places poorer and richer places richer. Employers need to remain transparent. Work-life balance rates highly
with employees. It is important for employers to foster a culture where the employees feel that their lives
outside of the company are respected and valued. An organization that values open communication should
consider establishing common areas where employees can congregate and share ideas. Employers need to
have a clear career pathway in place for employees who are focused on career advancement. Employees are
motivated by feeling recognized by the organization and their peers. This can be as simple as issuing an
employee with an achievement award. Companies that utilize human capital initiatives outperform their peers.
Calculating Human Capital Since human capital is based on investing in the skills and knowledge of
employees through education, these investments in human capital can be easily calculated. The managers who
oversee human capital i. Human Capital and Economic Growth There is a strong relationship between human
capital and economic growth. Because people come with a diverse set of skills and knowledge, human capital
can certainly give a boost to the economy. People who participate in the workforce who have a higher
education will often have larger salaries, which means they will be able to spend more. Does Human Capital
Depreciate? Like anything else, human capital is not immune to depreciation , which is often measured in
wages or the ability to stay in the workforce. In this case, the most common ways that human capital can
depreciate are unemployment , injury, mental decline or the inability to keep up with innovation. Because
many employees have specialized skills that they bring into the workforce, long periods of unemployment
may make then unable to keep these levels of specialization, because their skills may no longer be in demand
when they are finally able to enter the workforce. Furthermore, the human capital of an employee who is
unable or unwilling to adopt new technology or techniques may decrease or depreciate when compared to his
more willing competitors. Criticism of Human Capital Theories The theory of human capital has received a lot
of criticism from many people who work in education and training. In the s, the theory was attacked primarily
because it legitimized bourgeois individualism, which was seen as selfish and exploitative. The bourgeois
class of people, as labeled by Marx, were those of the middle class who were believed to exploit those of the
working class or the proletariat. The human capital theory was also believed to blame people for any defects
that happened in the system and of making capitalists out of workers.
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6: What is the relationship between human capital and economic growth? | Investopedia
Human capital activities involve not merely the transmission and embodiment in people of available knowledge, but also
the production of new knowledge which is the source of innovation and of technical change which propels all factors of
production.

Personality â€” hard working, harmonious in an office Habits and personality traits Creativity. Fame and
brand image of an individual. Geography â€” Social peer pressure of local environment can affect
expectations and attitudes. Human capital in primary and secondary sector In agriculture and manufacturing,
human capital was easier to measure. The human capital of an assembly line worker could be measured in
simple terms of productivity â€” e. In mining, human capital may be strongly related to physical strength and
quantity of coal produced per day. These skills and qualities are often more difficult to measure regarding
output. For example, the human capital of a teacher, cannot be measured by university degree and A-Levels.
The best academics may lack some teaching skills â€” like empathy, the ability to inspire and command a
class. In a job, such as management, important characteristics will be factors such as interpersonal skills,
ability to work in a team and the creativity to problem solve. In other words, as the economy has developed
the concept of human capital has also broadened to include a greater variety of skills and traits of capital. How
to increase human capital Specialisation and division of labour. Specialisation allows workers to concentrate
on specific tasks and increased specialisation of skills. Though specialisation can also lead to boring, repetitive
jobs and limited skill development of workers. Basic education to improve literacy and numeracy has an
important implication for a basis of human capital. Direct training for skills related to jobs, electrician,
plumbing nursing. A skilled profession requires particular vocational training. A climate of creativity. The
infrastructure of an economy will influence human capital. Good transport, communication, availability of
mobile phones and the internet are very important for the development of human capital in developing
economies. An economy dominated by state monopolies is likely to curtail individual creativity and
entrepreneurs. An environment which encourages self-employment and the creation of business enables
greater use of potential human capital in an economy. Importance of human capital Structural unemployment.
Individuals whose human capital is inappropriate for modern employers may struggle to gain employment. A
major issue in modern economies is that rapid deindustrialisation has left many manual workers, struggling to
thrive in a very different labour market. In the modern economy, there is increasing divergence between
low-skilled, low-paid temporary jobs gig economy. High-skilled and creative workers have increased
opportunities for self-employment or good employment contracts. Economic growth and productivity.
Long-term economic growth depends increasingly on improvements in human capital. Better educated,
innovative and creative workforce can help increase labour productivity and economic growth. An era of
globalisation and greater movement of workers has enabled skilled workers to move from low-income
countries to higher income countries. This can have adverse effects for developing economies who lose their
best human capital. Economic growth in countries with limited natural resources, e. Japan, Taiwan and South
East Asia. Rely on high-skilled, innovative workforce adding value to raw materials in the manufacturing
process. Increased human capital explains the differential of income for graduates. Human capital is also
important for influencing rates of economic growth. Howard Gardener â€” different types of human capital.
Gardener emphasised the different types of human capital. One could increase education, but be a poor
manager. A successful entrepreneur may have no education. Human capital is not unidimensional. Human
capital should be looked at from the ability to adapt. Can workers adapt to a changing labour market? A labour
market which is shifting from full-time manual work in manufacturing to flexible work in the service sector.
Spence View â€” Observable signs of human capital like education are essentially a signalling function.
Evaluation of human capital Social upbringing. A sociologist like Pierre Bourdieu argues that human capital is
strongly related to social upbringing. This influences cultural, social and symbolic forms of capital. For
example, UK society dominated by Old Etonians and Oxbridge graduates who gain confidence and social
capital from having the right social networks. For example, gaining a degree from Oxbridge improves status in
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the workforce and enables a higher salary for the graduate. Differences in wages and job opportunities are not
necessarily due to differences in human capital, but the result of discrimination, labour market imperfections
or non-monetary benefits of jobs.
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Economic growth closely depends on the synergies between new knowledge and human capital, which is why large
increases in education and training have accompanied major advances in technological knowledge in all countries that
have achieved significant economic growth.

Overview The human capital management market report provides analysis for the period â€” , wherein the
period from to is the forecast period and is the base year. It also highlights the drivers, restraints, and
opportunities for the analysis of market growth during the said period. The market overview section of the
report demonstrates market dynamics such as drivers, restraints, and opportunities that influence the current
nature and future statusof this market, key market indicators, ecosystem analysis, and pricing analysis.
Further, key market indicators included in the report provide the significant factors which are capable of
changing the market scenario. These indicators are expected to define the market position during the forecast
period and provide an overview of the global human capital management market. A market attractiveness
analysis has also been provided for every segment in the report, in order to present a thorough understanding
of the overall scenario in the human capital management market. The report also offers an overview of various
strategies adopted by key players in the market. Global Human Capital Management Market: Scope of the
Report On the basis of deployment, the market is segmented into cloud, on premise, and hybrid. In terms of
solution, the market is categorized into software and services. The report also highlights the competitive
landscape of the global human capital management market, positioning all the major players according to their
presence in different regions of the world and recent key developments initiated by them in the industry. The
comprehensive human capital management market estimates are the result of our in-depth secondary research,
primary interviews, and in-house expert panel reviews. These market estimates have been analyzed by taking
into account the impact of different political, social, economic, and technological factors along with the
current market dynamics affecting the growth of the human capital management market. This report provides
all the essential information required to understand the key developments in the human capital management
market, and growth trends of each segment and region. It includesstrategies of companies, financial
information and developments under the company profile section. The report also provides insights related to
trends and their impact on the market. Research Methodology The research methodology is a perfect
combination of primary research, secondary research, and expert panel reviews. Secondary research sources
such as annual reports, company websites, broker reports, financial reports and investor presentations, national
government documents, internal and external proprietary databases, statistical databases, relevant patent and
regulatory databases, market reports, government publications, World Bank database, and industry white
papers are referred. Primary research involves telephonic interviews, e-mail interactions, and face-to-face
interviews for detailed and unbiased reviews on the human capital management market across geographies.
Primary interviews are usually conducted on an ongoing basis with industry expertsand participants in order to
get the latest market insights and validate the existing data and analysis. Primary interviews offer firsthand
information on important factors such as market trends, market size, competitive landscape, growth trends,
and outlook. Moreover, the data collected and analyzed from secondary and primary research is again
discussed and examined by our expert panel. Competitive Dynamics The global human capital management
market report provides company market share analysis of the various key participants. Some of the key players
profiled in the report include Workday, Inc, Infor, Inc.
8: The Role of Education as Human Capital and a Determinant of Economic Growth
Human Capital and Economic Growth There is a strong relationship between human capital and economic growth.
Because people come with a diverse set of skills and knowledge, human capital can.
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