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Á Critically consider indicators proposed to

assess Human Capital Development in the

Investment Reform Index 2009.

Á Consider their relevance ïare these the

highest priority indicators today ? ïas well

as data availability and possible data

sources.

Aim of the session



Á The quality of human resources affects

FDI.

An additional year of educational attainment in the

population raises the stock of FDI by 1.9% (Nicoletti et al,

2003).

Á Better educated employees tend to be

more productive.
Increasing average educational attainment by one year

raises aggregate productivity by at least 5%, with stronger

long-term effects through innovation (de la Fuente and

Ciccone, 2003).

Why Assess Human Capital in the IRI ?



Á Human capital is fundamental to the

quality of entrepreneurship

More skilled enterprise founders tend to operate firms

that have higher survival probabilities and grow faster.

Better educated entrepreneurs are also more likely to

innovate (Koellinger, 2008).

Á Human capital is particularly critical for

competitiveness in high-tech sectors
(Bartelsman et al, 2004).

Why Assess Human Capital in the IRI ?



Human Capital Assessment Framework

Inputs to initial 

education 

Vocational 

education and 

training

Continuing 

education and 

training

Human Capital Outcomes

6 Sub-dimensions

Inclusive strategy formulation/implementation

Demand for labour/skills



The sub-dimensions and their indicators

Inputs to initial education

ÁAnnualspendingoneducation(atall levels)as% GDP



The sub-dimensions and their indicators

Inputs to initial education

ÁAnnualspendingoneducation(atall levels)as% GDP

Illustrates the share of national wealth 

dedicated to education ïeasily comparable 

against EU/OECD norms
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The sub-dimensions and their indicators

Inputs to initial education

ÁAnnualspendingoneducation(atall levels)as% GDP

ÁAnnual public expenditureon education(at all levels) as

% GDP

ÁAnnual public expenditureon education(at all levels) as

% all governmentexpenditure.

Illustrates the priority given to spending on 

education relative to other public policy 

objectives
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The sub-dimensions and their indicators

Inputs to initial education

ÁAnnualspendingoneducation(atall levels)as% GDP

ÁAnnual public expenditureon education(at all levels) as

% GDP

ÁAnnual public expenditureon education(at all levels) as

% all governmentexpenditure.

ÁAnnual expenditure from all sources per secondary

studentas% GDPpercapita.

Illustrates the resources spent on secondary 

students relative to a countryôs ability to pay

This is a lead indicator: higher 

spending today will be 

associated with a more skilled 

workforce tomorrow.
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Caveats to this sub-dimension: 

ÅIndicators of the magnitude of spending do not 
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multiple often interrelated supply and demand factors 

(e.g. demographic structure, income per capita, 

centralised/decentralised education system 

governance).



The sub-dimensions and their indicators

Inputs to initial education

ÁAnnualspendingoneducation(atall levels)as% GDP

ÁAnnual public expenditureon education(at all levels) as

% GDP

ÁAnnual public expenditureon education(at all levels) as

% all governmentexpenditure.

ÁAnnual expenditure from all sources per secondary

studentas% GDPpercapita.

Caveats to this sub-dimension: 

ÅIndicators of the magnitude of spending do not 

illustrate the efficiency of spending.

ÅNational resources devoted to education depend on 

multiple often interrelated supply and demand factors 

(e.g. demographic structure, income per capita, 

centralised/decentralised education system 

governance).

Efficiency of spending relates to issues beyond 

scope of the IRI, for instance at secondary level: 

decentralisation of resource allocation, outcome 

orientation in budget management, performance 

benchmarking, etc.



The sub-dimensions and their indicators

Inputs to initial education

ÁAnnualspendingoneducation(atall levels)as% GDP

ÁAnnual public expenditureon education(at all levels) as

% GDP

ÁAnnual public expenditureon education(at all levels) as

% all governmentexpenditure.

ÁAnnual expenditure from all sources per secondary

studentas% GDPpercapita.

Caveats to this sub-dimension: 

ÅIndicators of the magnitude of spending do not 

illustrate the efficiency of spending.

ÅNational resources devoted to education depend on 

multiple often interrelated supply and demand factors 

(e.g. demographic structure, income per capita, 

centralised/decentralised education system governance, 

the organisation and delivery of instruction, etc.).

Lastly, note that the emphasis is on resources 

devoted to initial education. Why ? 

ÅBecause research shows that company-based 

training does not compensate for poor initial 

education (EBRD, 2006). 

ÅAcross countries, there is a weak link between 

participation in CET and financial support for firm-

level training (e.g. European Commission, 2005). 

ÅGeneric skills from initial education underpin the 

development of technical skills.
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The sub-dimensions and their indicators

Vocational education and training (VET)

ÁShare of upper secondarystudentsparticipating in VET

programmes.

Allows comparison with EU/OECD norms ïin around half 

of all OECD countries a majority of upper secondary 

students attend vocational or apprenticeship programmes.
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Sub-dimensions and their Indicators

Vocational education and training (VET)

ÁShare of upper secondarystudentsparticipating in VET

programmes.

ÁDevelopment and implementation of a VET strategy

(compositeranking,1-5).

1 =  No VET strategy

2 =  A VET strategy being drafted

3 =  A strategy adopted

4 =  Evidence of strategy implementation, with targeted         

support measures and wide dissemination of 

information on VET and related career options.

5 = Implementationoccurswith high quality programme

delivery, comprehensive feedback systems and

widespreadprivatesectorparticipation.



Sub-dimensions and their Indicators

Vocational education and training (VET)

ÁShare of upper secondarystudentsparticipating in VET

programmes.

ÁDevelopment and implementation of a VET strategy

(compositeranking,1-5).

1 =  No VET strategy

2 =  A VET strategy being drafted

3 =  A strategy adopted

4 =  Implementation occurring, with targeted support 

measures and wide dissemination of information on 

VET and related career options.

5 = Implementationoccurring,with high quality programme

delivery, comprehensive feedback systems and

widespreadprivatesectorparticipation.E.g. Assessment of vocational abilities is 

recognised in qualifications. Quality 

assurance systems involve labour market 

actors in defining quality criteria.



Sub-dimensions and their Indicators

Vocational education and training (VET)

ÁShare of upper secondarystudentsparticipating in VET

programmes.

ÁDevelopment and implementation of a VET strategy

(compositeranking,1-5).

1 =  No VET strategy

2 =  A VET strategy being drafted

3 =  A strategy adopted

4 =  Implementation occurring, with targeted support 

measures and wide dissemination of information on 

VET and related career options.

5 = Implementationoccurring,with high quality programme

delivery, comprehensive feedback systems and

widespreadprivatesectorparticipation.
E.g. Skills survey evidence ïfor instance 

on graduatesô suitability for work ïis 

systematically gathered from employers.



Sub-dimensions and their Indicators

Vocational education and training (VET)

ÁShare of upper secondarystudentsparticipating in VET

programmes.

ÁDevelopment and implementation of a VET strategy

(compositeranking,1-5).

1 =  No VET strategy

2 =  A VET strategy being drafted

3 =  A strategy adopted

4 =  Implementation occurring, with targeted support 

measures and wide dissemination of information on 

VET and related career options.

5 = Implementationoccurring,with high quality programme

delivery, comprehensive feedback systems and

widespreadprivatesectorparticipation.

Incentives for employersô participation 

are deemed sufficient by employersô 

representatives.



The sub-dimensions and their indicators

Continuing education and training (CET)

ÁShare of 25-to-64-year olds participating in work-related

CET.


