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Abstract: Human capital is an intangible asset not listed on a company's balance sheet. Human 

capital is said to include qualities like an employee's experience and skills. Since all labor is not 

considered equal, employers can improve human capital by investing in the training, education, and 

benefits of their employees. 
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Introduction. There is a strong relationship between human capital and economic growth, 

which is why it can help boost the economy. That's because people come with a diverse set of skills and 

knowledge. This relationship can be measured by how much investment goes into people’s education. 

Some governments recognize that this relationship between human capital and the economy exists, and 

so they provide higher education at little or no cost. People who participate in the workforce with higher 

education will often have larger salaries, which means they can spend more. 

The idea of human capital can be traced back to the 18th century. Adam Smith referred to the concept in 

his book An Inquiry into the Nature and Causes of the Wealth of Nations, in which he explored the 

wealth, knowledge, training, talents, and experiences of a nation. Adams suggested that improving 

human capital through training and education leads to a more profitable enterprise, which adds to the 

collective wealth of society. According to Smith, that makes it a win for everyone. In more recent times, 

the term was used to describe the labor required to produce manufactured goods. But the most modern 

theory was used by several different economists including Gary Becker and Theodore Schultz, who 

invented the term in the 1960s to reflect the value of human capacities. Schultz believed human capital 

was like any other form of capital to improve the quality and level of production. This would require an 

investment in the education, training, and enhanced benefits of an organization's employees. Human 

capital refers to the economic value of a worker's abilities and skills. Companies can enhance their 

human capital through recruitment or training, as well as by implementing management techniques that 

optimize the productivity of their existing workers. Maintaining and improving the value of human 

capital is usually the role of a company's HR department. 

Human capital consists of the knowledge, skills, and health that people invest in and accumulate 

throughout their lives, enabling them to realize their potential as productive members of society. 

Investing in people through nutrition, health care, quality education, jobs and skills helps develop 

human capital, and this is key to ending extreme poverty and creating more inclusive societies. 

As noted in the World Development Report (WDR) 2019: The Changing Nature of Work, the frontier 

for skills is moving rapidly, bringing both opportunities and risks. There is mounting evidence that 

unless they strengthen their human capital, countries cannot achieve sustained, inclusive economic 

growth, will not have a workforce prepared for the more highly skilled jobs of the future, and will not 

compete eff ectively in the global economy. The cost of inaction on human capital development is going 

up. Finance Ministers who have been meeting to discuss human capital at recent Spring and Annual 

Meetings of the World Bank Group have emphasized the importance of human capital to the jobs and 

economic transformation agenda in countries at all stages of development. 
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The first edition of the Human Capital Index (HCI), published by the World Bank Group in October 

2018 and updated in 2020, shows that nearly 60% of children born today will be, at best, only half as 

productive as they could be with complete education and full health (as defined by the index, see 

question. This reflects a serious human capital crisis, with strong implications for economic growth and 

the world’s collective ability to end extreme poverty by 2030. 

Gaps in human capital are at risk of widening amid rapid global changes in technology, demography, 

fragility, and climate. Conflict events and pandemics can have a devastating eff ect on human capital 

through loss of life, livelihood, nutrition, and the interruption of essential health and education services. 

Such impacts will likely reverberate throughout many individuals’ lifespan limiting their productivity. 

Yet investment in people is often neglected. This is despite many examples of rapid national 

transformation of human capital—including Singapore, the Republic of Korea, and Ireland—and 

specific successes in some of the world’s poorest countries. 

Experts have reviewed a lot of articles on HRM and identified a few major features of HRM. 

1. HRM is an art and a science. 

2. HRM is pervasive. 

3. HRM is a process. 

4. HRM is a continuous process. 

5. HRM is a service function. 

6. HRM must be regulation-friendly. 

7. HRM is Interdisciplinary and fast-changing. 

8. HRM is Focused on results. 

9. HRM is People-centered. 

10. Human Relations Philosophy. 

11. HRM is an Integrated Concept. 

12. HRM Develops Team Spirit. 

HRM is not a profit center. It serves all other functional departments. But the basic responsibility 

always lies with the line managers. HRM is a staff function – a facilitator. The HR Manager has line 

authority only within his own department but has staff authority as far as other departments are 

concerned. HRM is performance-oriented. It has its focus on results rather than on rules. It encourages 

people to give their 100%. It tries to secure the best from people by winning wholehearted cooperation. 

HRM is a philosophy, and the basic assumption is that employees are human beings and not a 

factor of production like land, labor, or capital. HRM recognizes individuality and individual 

differences. HRM in its scope includes the personnel aspect, welfare aspect, and industrial relations 

aspect in itself. It is also integrated as it concerns not only acquisition but also development, utilization, 

and maintenance. HRM tries to develop the team spirit of the full organization. Team spirit helps the 

staff to work together in achieving the objectives of the organization. Nowadays, more importance is 

given to teamwork and not to individuals. 

Human resources specialists are usually charged with determining employee satisfaction — 

often an ambiguous measurement at best. With carefully designed employee surveys, focus groups, and 

an exit interview strategy, human resources determines what underlies employee dissatisfaction and 

addresses those issues to motivate employees. Human resources develop performance management 

systems. Without a human resources staff person to construct a plan that measures performance, 

employees can wind in jobs that aren’t suitable for their skills and expertise. 

Additionally, employees whose performance falls below the employer’s expectations can 

continue on the payroll, thereby creating Masted money on low-performing employees. 

Through succession planning, the company identifies employees with the promise and requisite 

capabilities to eventually transition into leadership roles. This is an important function as it can 
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guarantee the organization’s stability and future success. 

Employers of choice are the companies that receive recognition for the way they treat 

employees; they are the companies for whom people want to work. Becoming an employer of choice 

means human resources balance recruiting the most qualified applicants, selecting the most suitable 

candidates, and retaining the most talented employees. Without a proper setup for HRM, any 

organization is bound to suffer from serious problems while managing its regular activities. For this 

reason, today, companies must put a lot of effort and energy into setting up a strong and effective HRM. 

Human Resources Planning is the process of assessing the organization’s human resources needs 

in the light of organizational goals and making plans to ensure that a competent, stable workforce is 

employed. The planning process includes analyzing skill levels among employees and in the external 

labor market of current and expected job openings, plans for expanding or reducing staff throughout the 

organization, and the external legal environment. The planning process is closely related to the staffing 

process and depends on the organization’s overall strategic plans. 

It specifies the task to be performed by individuals and groups within the organization and 

establishes the rules, schedules, and working conditions under which people perform those tasks. 

Through careful design or circumstance or both evens converge to create jobs to which people are 

assigned and conditions surrounding those jobs. Some of the systems used to help manage job design 

include time and motion study and work simplification, aiming to do jobs easy to learn and workers 

more efficiently. Other job design systems, such as job enrichment, involve restructuring jobs to make 

them more interesting and challenging. Periodic discussions within a work tern about the allocation of 

tasks can be considered a job design system. 

Staffing is the process that results in the continuous assignment of workers to all positions in the 

organization. This broad process includes the following activities. Attracting qualified people to the 

organization, selecting from among candidates; bringing new people from aboard, assigning and 

maintaining them to their jobs; reassigning employees through transfer, promotion, or demotion and 

ultimately managing employees’ operation through resignation and discharge or retirement. 
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