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©verview ofi the session

A Briefly describethe InvestmentReform Index
2009

A Present selected preliminary findings on
HumanCapitalDevelopment

A Outline next phase of work, prior to
publicationin January201Q



Objectives of the IRl 2009

4 Independentlyassessnvestmentrelated policy settingsand
reformagainsinternationabestpractice

A Give guidancédor policy reformanddevelopment

i Create a process that enhancesthe quality of policy
developmentelatingto investment

4 Faclilitate prioritisation of donor activities supporting
Investmenandgrowth



The IRI 2009 measures reform in 8 policy dimensions derived fro

t he OBGlIbyd-eamework for Investment

1. Infrastructure for
investment

2. SME Policy *
3. Access to finance

4. Investment policy and
promaotion

5. Tax policy analysis
6. Trade policy and facilitation

7. Human capital
development

8. Role of parliaments in
economic reform

*Part of a separate process conducted in cooperation with the EC in the framework of the European Charter for
Small Enterprises.
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Why Assess Human Capital in the IRI 2

A 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).

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 2

v

A Human capital i1s fundamental to the
guality 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).

A Human capital is particularly critical for

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



Human Capital Development: Assessment: Framewor

4 Policy Subdimensions

Inclusive Strategy

Formulation
Inputs to Vocational Continuing
Initial education and education and
education training training
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Inclusive Strategy
Formulation
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ANorkforce skills strategy : design and |
evidence nd

AThe inclusiveness of strategy formulatjon
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Human Capital Development: Assessment: Framework

Stm_tgmj_l;nrml latinn
Aeacher recruitment and retention

MDevelopment of the teaching workforce

Inputs to
Initial
education

AAnnual spendingon education(at all levels) as %
GDP

AAnnual public expenditureon education(at all levels)

as% all governmenexpenditure

AAnnual expenditurefrom all sourcesper secondar
studentas% GDPpercapita

AAnnual public expenditureon pre-primary educatio
asapercentagef all public spendingon education
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Human Capital Development: Assessment: Framework

This Is a lead indicator: higher
spending today will be
associated with a more skilled
workforce tomorrow.
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Human Capital Development: Assessment:) Framework

IN

ed

/Caveats :

Andicators of the magnitude of spending do not
llustrate the efficiency of spending.

ANational resources devoted to education depend o
multiple often interrelated supply and demand factor
(e.g. demographic structure, income per capita,

centralised/decentralised education system
governance).

AAnnual expenditurefrom all sourcesper secondar
studentas% GDPpercapita

AAnnual public expenditureon pre-primary educatio
asapercentagef all public spendingon education
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Human Capital Devalssssams e a0t Framework

Lastly, notethe emphasiss on resourcesievotedo
initial educationWhy?
Mecause research shows that companybased
training does not compensatefor poor initial
educationEBRD, 2009.

AAcross countries, there is a weak link between
participationin CET andfinancial supportfor firm-
e leveltraining(e.g. EuropearCommission2009.
AGenericskills from initial educationunderpinthe

developmenbf technicalskills. /g
ndar
\//U OouUr pJeliiapita

AAnnual public expenditureon pre-primary educatio
asapercentagef all public spendingon education
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Human Capital Development: Assessment) Framework

C+

AExtent of developme

of the VET system

AConsultativeprocesses

in the VET system Implementation occurs with high
7 quality programme  delivery,

AParticipationin work _ —
basedVET E.g. Assessment of vocational abllities |

recognised in qualifications. Quality
assurance systems involve labour market
actors in defining quality criteria.

UULLVUITITO

(@

OECD



Human Capital Development: Assessment) Framework

C+

AExtent of developme

of the VET system

AConsultativeprocesse

In theVET system

AParticipationin work-

basedVET

comprehensivefeedback systems

E.g. Skills survey evidendefor instance
on graduatesoO Issulil tjabi
systematically gathered from employers.

-




Human Capital Development: Assessment) Framework

Strategy Formulation

Inputs to Vocational Continuing
Initial education and education and
education training training

AExtent of development of the CET]
system

AParticipationn work-relatedCET




Human (

A-xtent of development of the CE
system

AParticipationn work-relatedCET




Example : scoring criteria for a single indicator

AAveragenumberof yearsin formal educationamong25-to-64-
yearold.

APercentag®f the populationthat hasattaineduppersecondary

education

APercentagef the populationthathasattainectertiary education

1d

{ AScienceand engineeringgraduatesas a shareof all tertiary

graduates \ '

MAPISA scores: \
Human
Capital

QOutcomes
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Example : scoring criteria for a single indicator

Inclusive Strategy
Formulation

A / [f\f\"':l\lﬂﬂl | P

ANorkforce skills strategy : design and
evidence

Anclusiveness of strategy formulation

outcomes




Example ofi scoring criteria for 1 mndicator

No dialogue Consultation Consultation Comprehensive Level 4+ wide
across across across some inter-Ministerial variety of
government, Ministries Ministries and  co-ordination internal and
private occurs but external integral to external
sector or civil on an ad hoc stakeholders strategy consultative
society on basis. used to development and co-
workforce improve and delivery, as ordination
skills programmes IS consultation ~ mechanisms
development and policy, but  with external used

on an ad hoc stakeholders. continuously,

basis.

— T

Anclusiveness of strategy formulation

also for strategy
monitoring.

(@




Parties in the assessment process

Independent Local
Consultants

Country Economic Team
(Government)

OECD Secretariat

Private Sector



Biu ticogeiurasniter teatiaov e

4,00 3,00 4,00 3,00 4,00 4,00

[Teacher recruitment and retention

Development of the teacher workfor(

Spending on secondary education/e

Public spending on education/all pul

Spending secondary students/GDP

[Total spending pre-primary educatio

Public spending pre-primary educati

ASpending on secondary education per enrolld

secondary student

Aublic spending on education as a % of all
public spending

ASpending on secondary student/GDP per cap?r’_ita

M ublic spending on prerimary education/publif

spending on education
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Human Capital Developmenti regional Synopsis

A Education system reform is ongoing almost
everywhereAdaptingto Bologna

Bute

A Misalignment between skills supplied and market
needs

v

A Almost nowhereare employersfully satisfiedwith
theemployabilityof graduates

Privatesectorfeelscurriculaareout of date

Significant demandfrom businessesor initiatives
thatpromoteskills matching

A Lack of practicaltrainingi excessivelytheoretical
curricula

A
A



Score

Mushrooming of private universities T quality
concerns

Most WesternBalkan countriescan do more in terms
of strategydevelopmentor workforceskills.

Strategy Formulation: Subdimension averac

MK MD ME

Country



