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Abstract: This article discusses the role of human capital in economic
development and the accumulation of human capital in countries over time. If we
analyze the world experience today, the conditions for the development of human
capital are being created. Over time, we can see where human capital is developing
the most.
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“Human capital” means a group of people who work or are able to work for a
“workforce” organization. In a large sense, the various elements needed to create a
sufficient amount of available labor force form the basis of human capital theory and
are essential for the economic and social health of the nations of the world.

Human capital is the sum of knowledge, skills, experience, and social qualities
that contribute to a person’s ability to do work that is economically important. Both
employers and employees invest heavily in human capital development

The theory of human capital is an effort to determine the true value of
investment in human capital and is closely related to the field of human resources
Education and health are key qualities that improve human capital, as well as directly
contribute to economic growth. The concept of human capital is derived from the
18th century writings of the Scottish economist and philosopher Adam Smith.

The theory of human capital can be considered as one of the most needed
theories of the amount of these investments for employees, employers and society as
a whole. According to human capital theory, enough investment in people leads to
economic growth. In business management, human capital theory is an extension of
human resource management. The idea of human capital theory often belonged to
Adam Smith, the "founder of economics,” who in 1776 called it "the possessed and
useful abilities of all the inhabitants or members of society.” Smith suggested that
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differences in paid work should be based on the relative ease or difficulty of doing
the work.

Along with human capital, this term is also widely used. Intellectual capital is
the high intangible value of the sum of everything everyone knows in a business that
gives it a competitive advantage. One common example is the intellectual property of
the minds of workers, such as inventions and works of art and literature. Unlike the
human capital of skills and education, intellectual capital remains in the company
even after workers leave, usually under patent and copyright laws and non-disclosure
agreements signed by employees. Through these agreements, their copyrights are
protected by law and their property is considered inviolable.

These two terms are the basic terms of the modern economy. Countries that
have moved to a modern economy are creating conditions for human intellectual
labor, inventions, discoveries, innovations. The 2020 edition of the Human Capital
Index highlights the importance of human capital in economic development over
time, only include comparisons of economies where education scores were measured
by the same international assessment in 2010 and 2020 (see 2.1). Requiring test
scores from the same test program proved to be a major limitation for creating large
and representative coverage, and the resulting 2010 sample:

Table 24: Regional coverage of the Human Capital Index over-time sample

ECONOMIES WITH A 2020 HCI
ECONOMIES WITH A 2020 HCI AND A 2010 HCI
Real GDP | Number of Real GDP | Number of
per capita | economies per capita | economies
0.59 31 071 12
48

East Asia and Pacific 23376 43977

Europe and Central Asia 069 35,278 071 39,479 4
Latin America and the Caribbean 0.56 15,572 26 0.58 18,444 13
Middle East and North Africa 0.57 28,437 18 060 34202 14
North America 075 55,857 2 075 55,857 2
South Asia 0.48 6,605 7 - — —
Sub-Saharan Africa 040 5125* 42 042 6,586 21
Average, total 0.56 21,403 174 0.62 30,243 103
Source: World Bank calculations based on the 2020 update of the Human Capital Index (HCI) for HCI data and the Worid Development
Indicators and Penn World Tables 9.1 for per capita GDP data

Note: The table uses real GDP per capita at purchasing power parity, in constant 2011 US doliars, for most recently available data as of 2019

not available.

*Per capita GDP data for South Sudan are not available

Surprisingly, there are no rich economies with more complete and quality
information. For example, the selection does not cover South Asia, as none of the
region's seven economic zones with TWO 2020s have the same representative
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international test scores for 2010 as in 2020. In 2020, the TWO averaged 0.56, and in
2010 it was 0.62. The decline was also affected by the COVID-19 pandemic, which
has spread around the world.

This table shows the contributions to the changes in the Human Capital Index
by country income groups, 2010 and 2020, respectively. Investing in human capital
strengthens people’s trust in institutions and increases social cohesion and equality.

Child mortality
Preprimary
enroliment

Primary
enrcliment

Lower-secondary
enrcliment

Upper-secondary
enrcliment

Hamonized
test scores

Health

e

T T T T T T T T T T T 1
-0.20 -015 -010-005 0 005 010 015 020 025 030 035 040 045
Share of change explained

® Low-Income economies Upper-middle-income economies
Lower-middle-ncome economies @ High-Income ecanomies

Source: World Bank calculations based on the 2020 update of the Human Capital Index (HCI).

Note: This figure reports a decomposition computed for 103 economies for which data are available for both 2010 and 2020.

In short, it can be said that this capital is inseparable from the human person, it
Is interconnected. The accumulation of health, knowledge, skills, experience, etc.,
and the formation of human capital form the basis of resources and potential. This
requires maintaining and reproducing the base. It takes time and money to build
human capital. When human capital is invested by families, firms, or the state, the
capital expected from them depends on personal activities and the ability to develop
oneself. The use of human capital, the return of which is the responsibility of the will
of man, has an impact on the culture of worldview. Human capital, its size and forms
of use, is also a key part of the productive efficiency of the competitive tolerance of
economic growth.
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