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POPULATION AS SOCIAL CAPITAL 

 

WHAT IS HUMAN CAPITAL? 

 Just as a country can turn physical resources like land into physical capital like factories, 

similarly it can also turn human resources like students into human capital like engineers and 

doctors.  

 Societies need sufficient 

human capital in the first 

place in the form of 

competent people who have 

themselves been educated 

and trained as professors and 

other professionals.  

 In other words, we need good 

human capital to produce 

other human capital, say 

doctors, engineers etc. This 

means that we need 

investment in human capital 

to produce more human 

capital out of human 

resources. 
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 The concept of physical capital is the base for conceptualizing human capital. 

 

SOURCES OF HUMAN CAPITAL: 

 Education is considered as one of the main sources of human capital. 

 There are several other sources as well.  Investments in health, on-the-job training, 

migration and information are the other sources of human capital formation.  

 Health is also considered as an important input for the development of a nation as much as 

it is important for the development of an individual. Health Expenditure directly increases 

the supply of healthy labour force and is thus a source of human capital formation. 

 Firms spend on giving on the job training to their workers. This may take different forms: 

one, the workers may be trained in the film itself under the supervision of a skilled worker; 

two, the workers may be sent for off campus training. In both these cases firms incur some 

expenses.  

 Expenditure regarding on the job training is a source of human capital formation as the 

return of such expenditure in the form of enhance labour productivity is more than the cost 

of it. 

 People migrate in search of jobs that fetch them higher salaries than what they may get in 

their native places. Unemployment is the reason for the rural urban migration in India. 

Technically qualified persons like engineers and doctors migrate to other countries because 

of higher salaries that they may get in such countries. The enhanced earnings in the new 

place outweigh the costs of migration. Hence expenditure on migration is also a source of 

human capital formation. 

 People spend to acquire information relating to the labour market and other markets like 

education and health. This information is necessary to make decisions regarding investments 

in human capital as well as for efficient utilisation of the acquired human capital stock. 

Expenditure incurred for acquiring information relating to the labour market and other 

markets is also a source of human capital formation. 

 

 

HUMAN CAPITAL AND ECONOMIC GROWTH: 

 Labour skill of an educated person is more than that of an uneducated person and the 

former generates more income than the latter. Economic growth means the increase in real 

income of a country. Naturally the contribution of the educated person to economic growth 

is more than that of an illiterate person.  

 If a healthy person could provide uninterrupted labour supply for a longer period of time 

then health is also an important factor for economic growth. Thus both education and health 
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along with many other factors like on the job training job market information and migration 

increase and individuals income generating capacity. 

 This enhanced productivity of human beings or human capital contributed substantially not 

only towards increasing labour productivity but also stimulates innovations and creates 

ability to absorb new technologies. 

 

HUMAN CAPITAL IN INDIA’S ECONOMIC GROWTH:  

 India recognised the importance of human capital in economic growth long ago. The seventh 

five year plan says human resources development has necessarily to be assigned a key role 

in any development strategy particularly in a country with a large population. 

 World Bank in its report- “India and the knowledge economy: leveraging strengths and 

opportunities” states that India should make a transition to the knowledge economy. 

 The Indian Software Industry has been showing an impressive record over the past decade. 

Entrepreneurs, bureaucrats and politicians are now advancing views about how India can 

transform itself into a knowledge based economy by using information technology. 

 E-governance is being projected as the way of the future. The value of IT depends greatly on 

the existing level of economic development. IT can make existing assets and processes more 

effective and efficient, but first of all a basic infrastructure needs to be developed. 

PREVIOUS YEARS UPSC OPTIONAL QUESTIONS: 

 Discuss the social and spatial ramifications of increasing longevity. (2015) 

 In population planning, the thrust of the government has been ‘planning the population’ and 

not ‘plan for the population’. Elaborate. (2015) 

 How can a meaningful skill development programme contribute to the economic growth of 

hill areas? (2015) 

 What do you understand by 'Young India'? How can the present state of population 

composition be converted into an asset for the country? (2013) 

 


