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 الملخص : 

Abstract: 
Human capital is one of the most important factors of a steady and 

speedy economic growth in most countries. This is usually done 

through expanding knowledge and skills by upgrading education and 

training which in turn improves quality of life in general. Increasing 

economic growth drivers i.e. consumer expenditure, investment in 

human capital and employment rates are directly interrelated. 

Most South Asian countries have accomplished a lot in that matter 

which participates in a speedy economic growth in these countries. 

By: Shahira El Gayyar, Ph.D. 

Professor of Human Resources 

Management and Developing Human 

Arab Academy for Sciences, Technology and Maritime 

Human Capital and Economic 

Growth In South Asia   



Issue (8) 2021  14 

Nevertheless, there is more to be done regarding the matter. Recom-

mendations regarding implementing strong human development strat-

egies, quality education and vocational training. Also applying ac-

countability, governance and full corporation among countries of the 
region.       

Introduction: 

The term human capital refers to the economic value of a worker's 

experience and skills. Human capital includes assets like education, 

training, intelligence, skills, health, and other things employers value 

such as loyalty and punctuality. Nations require adequate human capi-

tal who are educated and qualified as educators and other specialists. 

Human capital is needed to generate other human capital who will 

later become a human asset and contribute to the economy of the 
country. 

Human Capital and Economic Growth: 

Regarding economic growth, human capital is essential for an ac-

celerated growth and expansion for many countries that provide in-

vestment in human capital. This creates competitive advantages for 

such countries for providing the best situations for work and life-

styles. In most countries, human capital determines the rate of devel-

opment, economic, technological, and scientific progress. 

A significant advantage in generating a stable environment for 
growth is that the nation has the expanded high-quality human capital 

in fields like health, science, management, education, and other. The 

main components of human capital are of course human beings. In 

other words, the principal component in such a case is a creative, edu-

cated, and enterprising person with a high level of professionalism. 

The Role of Human Capital in Economic Growth: 

In most countries, human capital determines the rate of develop-

ment, economic, technological, and scientific progress. Human capi-

tal leads to more innovations in the areas of production and other re-

lated activities. Innovation leads to more growth. Human capital also 
creates the ability to absorb new technologies. Human capital and 

economic growth have a strong correlation. Human capital affects 
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economic growth and can help to develop an economy by expanding 

the knowledge and skills of its people through effective education and 

training. 

Referring to human capital as the knowledge, skill sets, and experi-
ence that worker have in an economy, provides economic value in the 

sense that knowledgeable workforce can lead to increased productivi-

ty. The concept of human capital is the realization that not everyone 

has the same skill sets or knowledge. Also, the quality of work can be 

improved by investing in people's (whether white collars or blue 

ones) education and training. 

Economic Growth Drivers: 

Economic growth is an increase in an economy's ability, compared 

to previous periods, to produce goods and services. Economic growth 
is measured by the change in the gross domestic product (GDP) of a 

country. GDP is a representation of the total output of goods and ser-

vices for an economy. To measure how human capital impacts 

growth, we must consider two key drivers of economic growth in an 

economy: 

1. Consumer Spending: 

It's estimated that consumers are responsible for a significant per-

centage of the economic growth in most countries. For as consumers 

become employed or experience wage increases, they tend to increase 
their purchases of clothes, cars, technology, homes, and home goods 

such as appliances. All of that spending creates a positive ripple effect 

leading to improved employment in various industries. The spending 

also leads to higher GDP growth throughout the economy. 

In a growing economy with growing demand and consumption, 

businesses tend to borrow from banks to expand production due to the 

higher consumer demand. The added production also leads to higher 

wages and increased employment as more workers are needed for the 

increase in consumer demand for a company's products. 

2. Human Capital Investments and Employment Rates: 
Investing in workers has had a track record of creating better em-

ployment conditions in economies. If employment is improving, con-
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sumer spending rises, leading to increased revenue for companies and 

additional business investment. As a result, employment is a key indi-

cator or metric for determining how GDP growth may perform. In 

2020, The Organization for Economic Co-operation and Develop-
ment, OECD, found that countries with people who had grammar and 

high school educations experienced an employment rate among 25–

34-year-olds of 72% for men and 45% for women. However, those 

who had college or graduate education levels experienced an employ-

ment rate of 89% for men and 81% for women. 

Moreover, companies look to hire workers to help with the in-

crease in sales, it leads to new job openings in various types of em-

ployment. But, when the labor market becomes too tight in a fast-

growing economy, due to an expanding, companies are forced to train 
workers for the skillsets needed since there aren't enough available 
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skilled workers. As a result of such investment in human resources, 

companies are more productive, while GDP growth rises since busi-

ness investment is a key component of growth making consumer 

spending and business investment not only lead to more economic 
growth but also play a prominent role in determining the level of 

training and development of workers. The level of economic growth 

driven by consumer spending and business investment determines the 

amount of skilled labor needed. Investing in human capital has a track 

record of creating better employment conditions in economies 

throughout the world. 
Human Capital and Economic Growth in South Asian Economies: 

The entire planet looks to Asian and other emerging markets to 

sustain growth momentum as traditional markets in the USA and Eu-

rope struggle with the slow or negative economic growth after the 

global financial crisis due to the Covid -19 pandemic. There is a 

growing recognition in Asia that the sources of growth must shift to 

sustain their own growth momentum in the years ahead. Heavy reli-

ance on the region’s high savings rates and plentiful supplies of low-

cost labor will have to shift towards increasing the human capital em-
bodied in more educated and skilled labor forces capable of contrib-

uting to productivity growth and innovation as future drivers of 

growth. 

The Human Capital Formation and Economic Growth in Asia and 

the Pacific focuses on why and how countries are making this shift. 

The demographic transition is shown to be a significant factor as age-

ing populations in Japan, South Korea and China manage declining 

growth in the labor force by stepping up investments in education, 

and by changing policies and institutions. Lessons learned from such 
experiences by more youthful populations in Southeast Asia are ex-

plored. Attention is also paid to the consequences of cross-border dif-

ferentials in technical knowledge and the quantity and quality of hu-

man capital. Several implications for public policy and for interna-

tional cooperation on human-capital issues in the South Asian region 

are identified. 
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Governments and business in Asia and the Pacific can apply the 

key insight that one of the reasons economies grow is because of hu-

man-capital formation – the quality and diversity of the labor force 

are augmented.  
Several South Asian countries are going through a very fast struc-

tural transformation where the young population is growing, leading 

to the challenge of how to train them to meet industry demands. 

South Asian countries are expected to continue to provide a huge 

influx of workers to the global labor market;and the future of the 

South Asian and global economy hinges on these workers, and on 

whether they can upgrade their skills to meet changing demand. 

Educational and skills challenges constrain the development of 

human capital in South and Southeast Asia as the region catches up 
with the rest of the world and achieve the required growth rates in of 

their economies. The introduction of technical and vocational educa-

tion and training programs helps prepare new entrants to the work-

force by providing quality education and skills development. 

Achievements and Challenges in Education and Skills Development: 

Education: 
There has been a strong educational progress in South Asia, with 

enrollment ratios at the primary and secondary levels increasing rap-

idly. This has enabled South Asian countries to narrow the gap with 

other Asian countries and develop base for human capital invest-

ments. The number of years of schooling in South Asian countries 

also increased significantly, while the percentage of those with no 

schooling has been reduced, but there remains the challenge of how to 

train this portion of the population. Greater gaps in schooling accessi-

bility, with 30–50% of the adult population having some secondary 
education or higher, but around a third remaining with no access to 

this level of education. 

Moreover, despite of a significant progress, there remain dispari-

ties in access, participation, and completion across gender, income, 

and social groups throughout South Asia. Some other Asian econo-

mies, gender disparities in educational access have narrowed, bring-
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ing the gender parity index for enrollment closer to 1 (i.e., equal rati-

os for males and females) in the 2010s, especially at the primary edu-

cation and secondary levels. However, except in Sri Lanka, for exam-

ple there remains significant gender disparity at the tertiary level. The 
high disparity in educational quality and earning outcomes is also an 

issue affecting both quality of life and economic growth negatively. 

School completion rates in the region are also low, as many of 

those who enroll in school dropout affecting their ability to generate 

decent income thus affecting consumer behavior and in turn econom-

ic growth. Taking India, as an example, about 35% of students who 

enroll do not reach grade 10 (Sabharwal 2013). 

Beyond school attendance, the goal of education is ultimately to 

improve learning and develop both cognitive and no cognitive skills. 
Relevant literature has shown that a substantial part of the variation in 

individuals’ labor market outcomes and differences in national eco-

nomic growth rates can be explained by the quality, rather than the 

quantity, of schooling (Hanushek and Woessmann 2008).  

In South Asia, educational investments have led to large improve-

ments in access and reduction in enrollment gaps but have not trans-

lated into improved learning outcomes. Low learning outcomes 

across all levels of education in comparison to international standards 

indicate the poor quality of education (Dundar et al. 2014; Panagariya 
2008). This undermines South Asia’s competitiveness and economic 

growth, especially considering the rapid evolution of technology. 

Nonetheless, South Asian governments are increasingly recognizing 

that a focus on improving education is essential to fully realize the 

returns on their investments and increase labor productivity and in-

come thus rapid and sustainable economic growth. 

South Asia urgently needs to shift focus from increasing educa-

tional access toward improving learning outcomes, especially at the 

primary and secondary levels, as well as narrowing regional and so-

cial gaps in learning (Dundar et al. 2014). 

Recommendations: 

Recommendations to be considered to develop a more productive, 
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well-skilled, and quality labor force for a modern, competitive econo-

my: 

• Implementing a human development strategy in line with national 

development policies in a way relevant to changing demand.  
• Broadening access to quality education and skills development 

training to reduce geographical and gender disparities. Disparities 

among social groups could be reduced by offering education schol-

arships to socially or economically disadvantaged students. Em-

powering local governments and rural communities to demand and 

use local resources to support better learning outcomes can also 

reduce geographical disparities. 

• Increasing investment devoted to quality of education and skills, 

partly through improved teacher quality and skills.  
• Improving accountability and governance. Greater efforts should 

be made to improve the autonomy and accountability of school op-

erations. Strengthening monitoring and evaluation mechanisms al-

so helps to improve education outcomes. 

• Improving the quantity and quality vocational education at the sec-

ondary level as well as in tertiary education.  

• Boosting the training quality and skills development systems to 

meet industry standards and upgrade job skill matching. Public 

sector should also provide information about employees and ex-
pected labor requirements, evaluate performance, and offer train-

ing programs for those in the informal sector. 

• Articulating sustainable mechanisms for financing using public 

resources. 

• Using closer regional cooperation for human development using 

information and communications technology in distance education 

and TVET. 
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