Metadata, citation and similar papers at core.ac.uk

MPRA

Munich Personal RePEc Archive

HUMAN CAPITAL INVESTMENT IS
A CONTINUOUS PROPOSITION: A
STUDY OF NORTH EAST AFRICAN
STATES

Kefela, Ghirmai and Rena, Ravinder

Branch Manager, Fox Inc. 2600 Airport Blvd. San Jose, CA
95110, USA 95110, USA, Department of Business and
Economics, Eritrea Institute of Technology, Mai Nefhi,
Asmara, The State of Eritrea

April 2007

Online at http://mpra.ub.uni-muenchen.de/11090/
MPRA Paper No. 11090, posted 14. October 2008 / 05:26


https://core.ac.uk/display/7299725?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1
http://mpra.ub.uni-muenchen.de/
http://mpra.ub.uni-muenchen.de/11090/

Indus Journal of Management & Social Sciences
Vol. 2, No.1: 54-70 (Spring 2008)

HUMAN CAPITAL INVESTMENT ISA CONTINUOUS
PROPOSITION: A STUDY OF NORTH EAST AFRICAN
STATES

Ghirmai Kefela” and Ravinder Rena™
ABSTRACT

Human development is the beginning of economic ¢iowhe main purpose of
wealth should be to enrich people’s lives, to bevageople’s choices and to enable
every citizen, every child, every woman and evergnnto reach her or his full
potential. Yet, as the experience of many countra&sshown, economic growth does
not automatically translate into human developmidotan capital refers to the stock
of productive skills and technical knowledge emieddin country’s population. A
well-educated, innovative and skilled populatiothis foundation as well as the goal
of development. It is also the surest way to erdiqpoverty. The education and
training systems of all the nations jeopardizesftihere of millions of children and of
the nation itself. This paper focuses on humantabas both the goal and the engine
of economic growth because 40 to 60 per cent ofitfroates in per capita GDP can
be attributed to investment in human capital aeditlisreased productivity that results.
Sustainable development cannot occur in the abs#riueman resource.

JEL. Classification:E21;J24;010

Keywords: Education, Human Capital, Skilled Manpower, Eaoitw Growth and
Development, North East African States, Poverty.

1. INTRODUCTION

No country has achieved sustainable economic dpnedat without substantial
investment in human capital. Previous studies tsh@mvn the handsome returns to
various forms of human capital accumulation: basitication, research, training,
learning-by-doing and capacity building (Rena 20@¢nerally in most developing
countries, human capital is unevenly distributedoras, et al (2000) and Castello, et
al (2002) have found out that Gini coefficient adtdbution of human capital in Sub
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Saharan Africa and South Asia respectively, ishighest in the world. Rena (2007)
came up with the same conclusion not only for Saha%an Africa and South Asia
but also for the Middle East and North Africa (MENA-urthermore, according to
him, the unequal distribution of income in thesgioas is due to inequitable
education policies of their respective government®, on average, focus more
attention on secondary and tertiary education coetpao primary education.
Chowdhury (1994) also suggests that there is misation of resources by the
governments of developing countries that favor éigbducation, thus neglecting of
primary education.

In many countries a considerable proportion of jpuekpenditure for education goes
to middle- and upper-income families, because riglleups are over-represented at
all levels of education, particularly at the uniigr level. Public expenditure per
student increases by each level of education. fic&d countries, public expenditure
per student on higher education is 28 (Francoph&iniea) and 50 (Anglophone
Africa) times that on primary education (Rena 20@&yrther, only a small number of
people benefits from high public expenditure pedent in higher education. For the
developing countries as a whole, only 7 percernhefschool-age population enrolls
in higher education (Mingat and Tan 1985).

One reason for the bias in education policies es¢hdeveloping countries towards
higher education may lie in the belief that eleraepteducation has a very limited
direct role in determining growth rates. The rateconomic growth responds more
to secondary or higher education levels rather tlamentary schooling (Mingat and
Tan 1985). For example in developing countriesgrimtional trade, which is one of
the key determinants of growth, favors either hygilialified university graduates or
those who have at least finished their high sch®olit is no surprise that in order to
be competitive. Many developing countries have rdéacy to invest in higher

education at the cost of primary education to aghgreater growth and thus develop
their human capital (Rena 2007).

Human capital refers to the skills, education, tieand training of individuals. It is
capital because these skills or education are tegrial part of us that is long-lasting,
in the way a machine, plant, or factory lasts. Tighlight their importance, the
behavioral guru, Maslow (1968) said, “The most ahle 100 people to bring into a
deteriorating economy are not politicians, econgsniscientists, engineers but self-
motivated, talented and forceful entrepreneurs.& Timportance of investment in
education as a determinant of economic growth ahgtagion is also found to be
associated with various non-economic benefits. #&roountries, there is a broad
consensus that some degree of government involveism@eeded in the provision of
educational services. Prior to the nineteenth ecgniystematic investment in human
capital was not important in any country. Expengituon schooling, on-the-job
training, and other forms of investment were quiteall (Blaug, et al 1969)This
began to change radically during that century lith application of science to the
development of new goods and more efficient mettafdsroduction, first in Great
Britain, and then gradually spreading to other ¢oes. Ultimately, people with skills
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can generate incomes and wealth more effectivdficiently and creatively than
those without skills and will have fuller lives.

The purpose of this paper is to try to come togyrifith the economic dimensions of
the manpower scarcity. In this assessment, thesfasumade on East African

countries. The paper also discusses about the ®mlucand human capital

accumulation. This paper is been divided into feections. Section two is devoted
for the review of literature pertinent on educatemonomic growth and human capital
development. Section three discusses about the onampscarcity problems in the

eight North-east African nations such as: Eritiezania, Ethiopia, Kenya, Uganda,
Sudan, Djibouti, and Somalia. Final section progidammary and conclusions. The
paper is purely based on the secondary source=ctadl from various documents on
Africa and other parts of the world. The data hasrbcollected from different books,
journals, reports, bulletins etc.

2. REVIEW OF LITERATURE

Human capital is one of the essential componentpebonal welfare. In the

traditional neoclassical growth models developedRbpert Solow and Trevor Swan
in the 1950s, the output of an economy grows ipaBse to larger inputs of capital
and labor (all physical inputs). Moreover, humapitd has both direct and indirect
impact on income. lll health drains household reses! through increased medical
expenses and reduced labor productivity and labapply. The returns to health in
rural Ethiopian agriculture, for instance, are mitr@n double of the returns to inputs
like fertilizer. Having more skilled labour incremsthe potential for participating in
highly productive activities and earning higher wsgand this is a prerequisite for
achieving greater social equity. One of the greatkallenges facing the developing
countries is that of strengthening human resouicesrder to make it possible to

systematically adopt technical innovation. Educati® also crucial in augmenting
earnings and improving survival strategies. Fotainse, in rural Ethiopia, households
headed by individuals with some schooling are bettpuipped to escape poverty
(Hartshorne 1985; Rena 2005).

As the late Secretary-General Dag Hammarskjéld edtat
"fundamentally man is the key to all problems, matney. Funds are
valuable only when used by trained, experienced, davoted men

and women. Such people, on the other hand, can modcles even

with small resources and draw wealth out of a elaad."

The meanings and purposes of education and therpsttof development of
education systems have been profoundly influencgdhistory and by recent
economic and cultural changes in Africa. Mass eftiloicasystems utilizing local
languages are a relatively recent phenomenon inyneamintries in Sub-Saharan
Africa. Even more recent are the views of educatisna basic human need, an
integral part of quality of life, a support for nabrand social values, and an
instrument for economic productivity.
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It is a known fact that the economic growth is imtpot for national development.
Economic growth is generally assumed to be expiaiaegely by stocks of labor,
physical capital, and human capital (improvementhi quality of the labor force).
Technology is assumed to be part of the growth #muaand the rate of
technological change is associated with the awiithalof highly educated workers
(Rena 2005).

The link between public spending on education acohemic growth is by now
well-established in the literature. Staring witle tlvork of Schultz (1961) education
has been viewed as investment in human capitakerathan considered to be
consumption good under Keynes' influence. SubsetyyeBlaug et al (1969), Tilak
(1987), Psacharopoulos (1993) and Rena (2000) shatinvestment in education
yields a higher rate of return than investmenthggical capital. Romer (1986) and
Lucas (1988) have propounded the new growth theamievhich sustained long-run
growth of per capita income is explained by thelitkood of investment in human
capital generating constant or increasing retugngpirical studies in the literature on
education and economic growth also find compeléuiglence for the hypothesis that
a substantial proportion of the growth of the ecui®s is attributable to the rise in
the educational levels of the workforce.

During this 28 century, education, skills, and other knowledgeehaecome crucial
determinants of a person’s and a nation’s prodifgti©ne can even call even the
twenty first century the Age of Human Capital inetlsense that the primary
determinant of a country’s standard of living isshavell it succeeds in developing
and utilizing the skills, knowledge, health, andbitg of its population. The
implications of placing people at the centre ofremraic and political change are the
profound of a human development and the procestewélopment should at least
create a conducive environment for people, indi@ijuand collectively to develop
their full potential and to have a reasonable charfdeading productive and creative
lives in accord with their needs and interestsc&ipolitics, economics and societies
interface with each other, the political policeteaf the economy, and an economic
polices affect society. Therefore, fundamental mafen political polices is necessary
to curb economic decline, and builds bridge betwpeople and political policies.
Evidence continues to mount for a strong positigsoaiation between education
levels, human capital formation and productivitgwgth in both agricultural and non-
agricultural sectors in developing countries. Ampartant motivation for individuals
to invest in education is that the acquired knogtedand skills tend to raise
productivity and hence earnings potential. Educationtributes to the consolidation
of democracy and the achievement of greater seqjaity, and both of these are not
only ethical imperatives but essential to the fefijoyment of civil rights and
responsibilities.

Economic development theorists generally agreettietjuality of human resources
has a significant bearing on economic advancenmahgeowth. Developing a skilled
man power requires an integrated and concertedegies, policies, plans and
programs to ensure the development of the full @kof human beings ... so that
they may, individually and collectively, be capalgiimproving their standard of
living. This body of thinking claims that, in theagsive sense of the word, larger
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inputs of higher quality labor result in greateoguction by virtue of labor's status as
a factor of production. Moreover, improving the liyaof the labor force yields
implicit, non-economic outputs related to the gatien of ideas and decisions which
have a significantly positive impact on investmeintjovation and other growth
opportunities. Although various factors determihe tjuality of human capital and,
according to (Hartshorne 1985: 255), there is eigffit evidence to suggest that
human capital formation makes a positive contridouttowards economic growth
((Psacheropolous 1994; Tilak 1994; Rena 2000; \&sgl2004). In short, developing
nations with higher human capital rates displagredéncy to grow at a faster rate,
while also achieving higher physical investmenesatConversely, the poor economic
performances of most of the Sub-Saharan countaeshe attributed, in part at least,
to the markedly low levels of literacy to form anman capital. Consequently, the
definition of a nation's wealth can be measured ordy physical capital but also
human capital as an independent factor of produatamuired to achieve high and
sustainable economic growth rates. In recognitibrihis relationship, developing
nations have, in varying degrees, attempted toutdite the accumulation of human
capital through public education expenditure aslasl government spending on
health and related social services. The succegsvarnment initiatives in this regard
can be gauged when 4 percent or more is allocatguilblic education and human
capital formation expenditure. However, althoughs tihhepresents an improved
performance on previous standards, comparable dhatev that the same countries
allocated almost 5 per cent of GDP to defense (iVBdnk 1992: 141-143).

Further, investment in human capital enables a tcpuio effectively exploit the
benefits of technical and technological advancemastwell as maintaining that
advancement. This view, shared by most developmenhomists, is succinctly
summarized by Harbison (1973: 3) who states thahliman resources - not capital,
nor income, nor material resources - constitute tit@mate basis for the wealth of
nations ... Clearly, a country which is unable ®vdlop the skills and knowledge of
its people and to utilize them effectively in trational income will be unable to
develop anything elseAlthough opinions differ regarding the most appiaf ways
of fostering and inculcating the attributes assumteedccrue from an improvement in
human capital, it is generally accepted that astlgaimary and preferably also
secondary school education, as well as health ekjpee, are essential first-level
requisites.

For various reasons developing economies may sfuffer a shortage of labor (Rena
and Khasu 2006). In that case the military may bee#fective instrument in
mobilizing human resources, promoting a disciplimestk-ethic and fostering basic
work skills. Moreover, as postulated by Deger (1)986chnical training is a vital
element of military service and thus augments #ik content of the existing labor
force. Military research and development is, imtunextricably linked to an increase
in both the quantity and quality of technologicapertise and skills. Thus, even
though the primary purpose of the military is ndillscreation, it can make a
significant contribution in that regard. Governmengévenue in low-income
developing countries, with relatively unsophisteghtfinancial systems, is fairly

Vol. 2, No.1: 54-70 (Spring 2008) 59



Human Capital Investment Is a Continuous Propositid Study of North East African States

inelastic. Under these conditions a significane fiis military expenditure can only
occur at the expense of other government outlags)east of which investment in
human capital. Thus, within the constraints imposedgovernment revenue it is
possible to postulate a negative relationship betwgefense and human capital. By
the same token, conventional wisdom dictates thanties with high growth rates
are able to generate sufficient revenue to nurtame expand human capital.
Developing nations should adjust to the change Wfivating greater productivity.
When labor becomes scarcer, economic growth shbeldbased on increased
productivity. It is important to create a produetimarket environment for investors
and enterprises so that rising labor costs donwwease prices (Deger 1985; Lachman
and Bercuson 1992).

If, as has been suggested earlier, defense expemditimulates economic growth,
then it may be claimed that defense indirectly sufgphuman capital formatiovia
growth. However, although theoretically plausiblidwe direction of causation
embraced in this transmission mechanism would appdze somewhat perverse.

The World Bank in its study realizes this fdttor a given rate of growth, the extent
of poverty reduction depends on how the distributid income changes with growth
and on initial Inequalities in income, assets artess to opportunities that allow
poor people 10 share in growth ......... how groafiects poverty depends on how the
additional income generated by growth is distrilbteithin a country”(World Bank
2001:52)

It is believed that the growth is good for poor wéa&s inequality is not good. Since
pro-growth policies sometimes put an upward pressur inequality, as it is in the
case of higher education focus in developing céemitigrowth itself is not sufficient
for pro-poor outcomes. Now more relevant quest®rhdow to align growth with

poverty alleviation? The simple answer is to s@ilany adverse distributional
effects of pro-growth policies to make growth a dste pro-poor experience’
(Mamoon 2007: 97).

The formation of human capital is necessary to saegerceptible impact on

economic development a nation needs to have a miminaptious mass of at least 70
per cent or more literate population. What this nses that if an overwhelmingly

large number of people in a country are literatenewith simple basic education as
being able to read newspapers, this may open umthds of the masses, possibly
make them more enlightened workers and perhapstutestsome element of

discipline in them. These are, of course, somé@fessential prerequisites for a large
organized production to run efficiently and fordésy to rapid growth. Through mass
literacy, better prepared healthy workers, bettgestment opportunities and friendly
government policies, East Asian developing coustseem to have been able to
furnish those essential elements of rapid growthhat very early stages of their

development (Tilak 1994). Thus, in many decades,aiove mentioned developing
countries lagged far behind to the extent thataatghing up in the near future to the
level of the latter countries would be a very abradling on them. While there has
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been considerable growth in low-skill, poorly pagtvices, the trend for international
competitivenesss clear. Countries must raise skill levels to edising standards in
open, competitive markets. There is no other waykeéep up - and improve -
competitiveness. It is possible for short perianghhance competitiveness based on
unskilled labor. This is the case with economike Bangladesh or Mauritius, which
have focused their competitive advantages on garmssembly. However, this is
only an entry-level strategy. Maintaining a comipegi edge with rising wages in low
technology activities is certainly possible, butatls for more advanced skills. In any
industry, it requires sophisticated design, quadiontrol, logistics and delivery as
product cycles become shorter and reliable, raplively becomes vital to winning
orders.

Educated workers are more likely to participatéhia labor market, and their active
working life is generally longer than that for tleosith lower educational attainment
(Rena and Kahsu 2006). With very few exceptions, fiarticipation rate for male
graduates of tertiary education is markedly higtiean that for upper-secondary
graduates. And among women, the differences inrlédyvoe participation by level of
educational attainment are much lower still. Hurpapital is a broad concept which
identifies human characteristics which can be aeguand which increase income. It
is commonly taken to include peoples’ knowledge skitls, acquired partly through
education, but can also include their strength watality, which are dependent on
their health and nutrition. Human capital theorguses on health and education as
inputs to economic production. This is in contrast the concept of human
development which views health and education agmaitally valuable outcomes to
be placed alongside economic production as meaetiregman welfare.

Many developing countries (India and Mexico) haesaloped sophisticated schemes
to court remittances and financial repatriationgragsively while others (South
Korea and Taiwan) have successfully sought todtfoamer emigrants back to their
home countries resulting in a “reverse brain dra#ks such, countries are beginning
to awake to the policy instruments available tarthia response to these large flows
and the consequent large stock of citizens abradsvina was one of the 25 poorest
countries in the world in 1966, but graduated tmiddle income country, with an
income per head of over $4,000 in 2004 (Botswaa#isiital Report 2004). Strategic
policy considerations were also issued under fivajom categories. These are:
Institutional Arrangements and Regulatory EnvirontmeEducation, Training and
Entrepreneurship Development; Access to Financerk&aOpportunities; and
Technology Support.

Poor countries have considerable discretion over hmch to invest in health and
education. Since independence, Africa has achiavegid growth of some aspects of
human capital - particularly in the expansion ofieation - despite starting from a
low level of income. The expansion of the humaniteagtock has not been matched
by a commensurate rise in physical capital. Thailrdsas been low growth of

incomes and low returns to the educational investmAfrica has higher adult

literacy rates than South Asia. This largely refiethe higher rates of literacy among
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women in Africa compared to South Asia (43 peraaompared to 34 percent; for
men, literacy rates are 64 percent and 62 perespiectively). Nonetheless, African
men are still nearly 50 percent more likely to iberate than African women. Africa’s
superiority in literacy rates is likely to be erddaver time: school enrolment rates are
now lower in Africa than in any other region of théorld. It is to note that over 42
million children in Africa are not enrolled in thprimary schools. Since the
international experience has been that it is diffito prevent emigration, the real
policy challenge is how African countries can maxienthe benefits from their
population living and working overseas. Remittansksuld be the most immediate
focus, as they can affect growth through investméoth physical and human.
Evidence from micro-level studies suggests thatittantes lead to greater human
and physical capital investment.

There are gender differences in the allocationushdéin resources in Africa, although
these may be largely confined to education. Psaploaitos (1994) studies that the
social rate of return on primary education in saw8an Africa (SSA) was estimated
to be 24 percent, for secondary education it wasad® for higher education 11
percent. Private returns were higher at 41, 27 28@ercent respectively. This is
especially true for SSA nations. It is easier torfolate sound policies on papers, but
policy implementation is the most challenging ta$tormulating effective and
knowledge policy implementation strategies is unstental for the realization of
development goals. For almost four decades, SSiansatvere on the spotlight as to
how to design lasting and meaningful human devetymolicies and overhaul their
economies. However, none of the grand policies singtegies came for fruition
except some strategies that were materialized teampo but vanished like a
phantasmagoria due to lack of sound and operaldroetic policy which ought to
have been holistic (Pasacharopoulos and Patrin@)20

Much as the evidence is erratic and for most pareliable, one can obtain a good
sense of the magnitude of the problem of skillechpoaver in Africa (Rena 2007). It
has been estimated that for a number of Africamu@s, more than 30 percent of its
highly skilled professionals are lost to the OECumtries. Nearly 88 percent of
adults who emigrate from Africa to the United Ssat@ve a high school education or
higher_Hayes 1976). The survey of African immigrants ie tHSA found that 58
percent of the respondents had either Ph.Ds or M& and a further 19 percent had
Masters Degrees. Out of these, 20 percent hadfregiously university professors in
their home countries. This compares with 40 perfmmall immigrants into USA with
tertiary education. Based on a more systematicyaisabf the 1990 USA Census
results, out of 128,000 African immigrants over ®&ars old, 95,000 were highly
educated. There are more African scientists anéheags working in the USA than
there are in Africa. The emigration of technicalilled people has left 20,000
scientists and engineers in Africa servicing 600ion people (Rena 2007). The main
cost is the loss of investment in education. UNHQGR)01) estimates that the
educational capital embodied in highly skilled gragks who immigrated to the
United States in 1990 alone was $640 million. Inacodes that emigration can
represent a significant transfer of resource framorgountries to rich.
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Table-1 Return status by Country of Ph.D recipients -1986-1996

50% + Returns Returns Rates %

Home Ph.Ds Home Africa USA Other
Kenya 155 65% 5 28 2

Tanzania 58 79% 2 19

Uganda 54 79% 3 17

Somalia 17 33% 11 56

Ethiopia 89 A47% 4 47 2
Sudan 92 48% 5 35 11
Eritrea - - - -

Source: Zeleza (1998)
3.HUMAN CAPITAL IN EAST AFRICAN STATES
3.1. Eritrea

Eritrea is one of the youngest nations in Africajngd independence in 1991.
Eritrea's most pressing challenge is creating depsional, capable and educated
workforce to prepare the nation for economic adeament. Nearly 75 percent of the
population is engaged in agriculture. Diversifyig workforce must therefore be a
priority. Labor scarcity is a major issue for thati®an manufacturing sector. The
data confirm strongly that labor is in fact scam® it is driving up the cost of
production. Between end-2001 and May 2002, earrongs the sample increased by
17 percent, pointing to the enormous problem ofdtgaof labor in an already
difficult operating environment. In the Eritreansea the years of conflict and
military mobilization may have compounded overabdr scarcity. The Eritrean
labor force consisted of about 2 million person2@®5, or about 50 percent of the
total population. The manufacturing labor marketiginy fraction of the overall
labor market, accounting for about 1.4 percenheflabor force in 2005.

The results of the analysis clearly indicate thabk is an overarching constraint on
the competitiveness of the manufacturing sectdritiea. The labor shortage affects
firms’ ability to grow and compete in regional ainternational markets. Unit labour
costs, a rough indicator of competitiveness, shbat tEritrean labour is cheap
relative to other parts of the world. It may wedl the case that once labor is freed up
and other key problems are addressed, there wila lsirge in productivity and
exports. The evidence suggests that swift impleatemt of the current
demobilization program and the establishment ofr@pate re-training programs
for former soldiers should remain at the top of pladicy agendaEritrea is facing a
critical labor shortage, partly the result of receonflict. Hence, the country hired
many teachers, professors, doctors, engineergudtgrial experts, technocrats, etc.,
from many countries particularly from India, Chirend Cuba. Mobilization has
drained white collar and skilled workers, resultinghigh female participation rates,
rising wages and declining employment. High uniitoiacosts are affecting private
sector competitiveness and export potential (WBddk 2001).
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3.2. Tanzania

The socio-economic structure of the Republic of ZBania favors the establishment
of small-scale industries to help the country tohiewe self-reliance, rural

development and long term socialist transformati®mall-scale Industries (SSIs)
require less capital investment and shorter gestatperiods, and provide

employment to a larger number of people for a gigest. They help in taking

industries closer to the resources in rural arewb thus favor balanced regional
development and high level of community or coopeeatontrol over the means of
production. In recognition of these advantages pghmmotion of SSis is a major
element of Tanzania's development policy. One efffittors contributing to poverty
in Tanzania is lack of equal access employablelsskd enable disadvantaged
populations to engage into productive activitiesl amcrease earnings. Vocational
Education and Training (VET) policies which prometguitable VET access by the
disadvantaged because of gender geographicaldocathysical disabilities groups,
including those disadvantaged will contribute todgarpoverty reduction and

eventually eradication.

The fact that the formal sector is creating fewansj means that the Tanzanian
economy is largely made of the informal sector aagticultural subsistence
producers. The informal sector activities accoumt &bout 65percent of the urban
population, and that 80 percent of the Tanzanibarlforce is engaged in agriculture.
However, when compared economically, the informatt@r though providing
employment to many in urban areas, its contribtimmthe GDP is fragile due to
inadequacy of skills, poor technology and weak tehjpiase. VET in Tanzania meets
the social and market demands for skills, the aiproduce job creators who are able
to employ themselves or be employed in the forreatas. In addition to the decline
of employment opportunities in the formal sectognZania significantly faces a
shortage of skilled and semi skilled personnetsreconomic sectors.

3.3. Ethiopia

One of the major obstacles for the rapid develofnaérthe agricultural sector in
Ethiopia is the scarcity of skilled and experientagor. In this regard, agricultural
institutions of higher education are expected &y leading role in training skilled
labor that can serve as a catalyst in identifyingt rcauses for low agricultural
productivity, devising appropriate remedial measui@ other economic sectors to
look at factors contributing to their lack of skill labor. Studies carried out in many
developing countries have concluded that investinguman resources development
is essential for poverty reduction, efficient wiltion of available resources, and
economic development.  However, one can safelytlsaly institutions of higher
education in human resources have been, in geramalributing positively to the
national development efforts because in their atesehnere wouldn’'t have been the
progress achieved so far. The so-called "brainntinaieans that for example more
than one-third of Ethiopia's doctors have left toeintry in recent decades. At the
same time, Ethiopia spends over US$ 5.3 milliomgyear in hiring expatriates to
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address the shortage of qualified staff in the tguNow, the government discusses
how to get skilled Ethiopians to move back. Teashéocational Education and
Training (TVET), a new education and training pwligives special attention by
providing broad and multi level foundations. PreélseMVET is divided into training
for agriculture, health and teachers training. 022002, 54,026 trainees took part
in the newly designed TVET program at 123 publid &® non-public training
centers. Ethiopia needs skilled manpower for ralgdelopment and growth. Itis a
clear fact that the presence of properly trainind akilled manpower is one of the
most important assets and prerequisites of sontheaonomic development.

3.4. Djibout]

Djibouti suffers from a deteriorating economy andveak productive sector. It is
ranked 153 among 174 countries in the UNDP's Hubwwrelopment Index in 2006.
Despite recent modest and stable growth, Djibostifaced with compelling
challenges, particularly job creation and povergduction. Unemployment is
extremely high at over 50 percent, and is a magotributor to widespread poverty.
Efforts are needed in creating conditions that wélhhance private sector
development and accumulate human capital. Thesditems can be achieved
through improvements in macroeconomic and fiscaam&work, public
administration, and labor market. Increasing hurapital is a key component of a
poverty-reducing and growth-promoting strategy.dressive liberalization of the
economy requires higher education levels to suppordernization of the productive
sectors. Investment in human capital provides tigeonomic benefits and improves
the general welfare of individuals and of socigtyaddition, it generates important
cross-effects between sectors.

3.5. Uganda

In many areas, Uganda's public service serioustislehigh caliber managers and
skilled professionals, e.g., doctors, engineergpaatants, information/technology
(IT) specialists, and others. Most strategic funrsi including policy formulation and
analysis, rely heavily on expatriate personnel amake limited use of modern
management techniques and technologies. Ugandaicpsbtvice is severely
constrained to compete with the growing privatetarefor the few locally-available
professionals, particularly since conditions in thablic sector remain largely
unattractive. Uganda, like the rest of Africa, igeriencing a brain drain and, as the
private sector develops, competition for profesalioskills intensifies. The World
Bank's publicationCan Africa claim the 21st Centuryemarks that "low human
capabilities undermine Africa's performance. Som&,0@0 highly trained
professionals emigrate each year, to be replacedxpwgtriate advisers funded by
foreign technical assistance." Uganda vision 20B%erves that the country's most
valuable asset for attaining and sustaining rapitidn and economic advancement is
its people. Other industries are textiles, cemplastics, steel, metal products and
brewing, are operating well below capacity mainkyedto shortages of imported
materials, spares and fuel, inadequate infrastrecind a lack of skilled manpower.
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The building industry is hampered by a lack of fioa and skilled manpower and
most local building equipment factories still produat only 50 per cent of their
installed capacities. Consequently, many finishemtpcts, such as cement, sanitary
ware, plumbing pipes and glass are imporfeslay Ugandaecognizes that skilled
manpower is the backbone of their success andtéieyinterest in the development
and training needs of their workforce.

3.6. Kenya

Human resources (HR) have long been recognizeldeasarnerstone of any sector to
produce, deliver, and manage services. In thethsealttor, the Government of Kenya
(GoK) views human resource development as an eéasenmponent of the health
system especially in the provision of basic headirvices. There is growing
recognition that HR in the public sector are shinigkdramatically, thereby affecting
the delivery of services. Several studies have shtvat the emergence and re-
emergence of infectious diseases, such as HIV/AtDiSrculosis, and malaria, have
also increased the demand for health servicesngughormous stress on the existing
human resources. Currently, the country faces ffiaain HR challenges. First, Kenya
is losing skilled health workers to both the prevaector and other countries that offer
better financial packages. Second, there is a af@rof skilled workers across the
country. For example, in 2004 the (public sectoogtdr-to-population ratio was
3:100,000, while the nurse-to-population ratio w&%:100,000. The 2004-2005
Human Resource Mapping and Verification Exercigstbthat staffing levels do not
meet the prevailing Ministry of Health (MoH) staffj norms. Kenya needs a more
highly developed system of vocational and technedhlcation and training which
will develop only with appropriate leadership. Humrasource development has great
potential for growth and impact on business andusty in Kenya and Kenyatta
University has the potential in personnel and otkepurces to take a leading role in
vocational and technical education and trainingémya.

3.7. Sudan

Sudan HR is still facing many challenges, includimgppropriate policies and
decisions related to personnel budgets lead tocitkefof key cadres of staff or
inadequate salaries that produce dissatisfactisnpver, and emigration of the most
skilled providers and managers Sudan is one ofcthentries affected heavily by
health professionals’ migration. According to adst conducted recently, dates
back to 1960s around 800 doctors migrate outsid#aisweach year following the
expansion in medical education during the 1990sjoMdestination countries for
doctors and pharmacists include Gulf States espe8audi Arabia besides UK and
Ireland. The Sudanese government attention to humsources development is a
salient feature of China-Sudan cooperation. Acewydd the eight-point consensus
reached at the Beijing Summit of the Forum on Clifrica Cooperation, China
shall strengthen cooperation with Africa in sucheasr as human resources
development and education and actively train anclde talent for Africa. Under
this model, the Chinese Government and enterprs®sonly provide capital,
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technology, and equipment for Sudan, but also latgreat importance to Sudan’s
human resources; they include not only a large ruroboperatives, but also a batch
of mid-level and senior professional managers. ddhécation sector can contribute to
the solution of the shortage in trained manpower rliging the percentage of
technical education and by training school leatersieet the needs of the industrial
sector. There are other sub-sectors (mining, wadad electricity and building
construction 7.7 percent if GNP, the main problémsack of skilled labor, it is
believed education can contribute to the solution.

3.8. Somalia

Somalia, by any international measure of develogmisnconsidered amongst the
least developed countries in the world. Brain draime emigration of skilled workers

- is pervasive in Somalia and is a serious batdeusing technology to help such
nations expand their economies and raise livingdgteds, an UNCTAD report warns.

Somalia -- have lost more than half their univgrseilucated professionals in recent
years because these professionals have movedustiiaized countries in search of
better working and living conditions. This has bé#ensified due to the conflict and

war with Ethiopia in 2007.

Lost "human capital”, as it is called, can havaoser consequences. The work of
skilled professionals is a precondition for upgradihe productive structures and the
exports of Somalia and other developing countriasd for improving the
sophistication of domestic businesses not to merftio improving domestic health
and education, which benefit entire populationsthiélit enough trained agronomists,
biologists, engineers, scientists, doctors, nuesesinformation and communication
technology (ICT) professionals, it is impossible flee firms and farms of Somalia to
use technology to upgrade their products and effiy - and that makes it difficult
for them to face foreign competitors. The emigmatiof qualified people thus
damages long-term growth and development prospé&hbis. is particularly true for
Somalia’s given their relatively low populationssiilled professionaldNevertheless,
human development indicators in Somalia remaineex¢ly low. Ranked globally,
this would place Somalia 161 out of 163 statesmorg seven neighboring countries
in Eastern Africa and the Horn, Somalia ranks ldviesall indicators. The weakening
of government institutions, the collapse of so@atvices, the erosion of property
rights, the disruption of livelihoods, the forcesmlacement of populations, and the
stagnation of the economy, invariably lead to aegeindecline in human capital
development indicators.

SOHDEC is private, non—profit education institutitin cover the higher education
needs of the country. Some of the graduates hase bmployed by some private
companies in the country while others went abraagursue their higher education
and they received admission from some internatipnacognized universities in
Uganda, Saudi Arabia, Pakistan, India and UniteabAf mirates.
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4. CONCLUSION

Human capital is the stock of skills and productivewledge embodied in people.
Adam Smith in Wealth of Natiorigentified the improvement of workers’ skills as a
fundamental source of economic progress and incgasuman welfare. These

improvements are achieved not only through educadind formal training but also

through learning by doing. From an individual's gctive, investment in human
capital is a lifelong process. Knowledge embodied iperson includes abilities for
problem solving, command over relevant informatiang technical, managerial, and
entrepreneurial skills. The traditional position tiis issue is that brain drain is a
negative externally imposed on the population remgi behind, creating slower

economic progress and living standards in poor tmsm The emergence of a
knowledge economy opens new windows of opportuifie latecomers to achieve
faster productivity-based growth.

A healthy, enlightened and innovative populationatthis equipped with
entrepreneurial skills forms a solid foundation focreased labor productivity and
accumulation of wealth. Such conditions motivate pgeople to work hard so as to
enjoy a high quality of life. Developing a skilletan-power and entrepreneurship are
the major driving forces of growth and prosperdapd the core elements of national
economic development policies. In order to respinskilled man power, the public
sector must depend on the quality of its humanuess. It is essential therefore to
improve and upgrade the caliber of human resourcése public sector since this
will determine the character and effectiveness rofadministrative system. Human
capital is an important determinant of individuadsirning capacity and employment
prospects, and therefore plays an important roledétermining the level and
distribution of income in society

Thus, the return of the social sector investmenat lisng term continuous proposition
and, therefore, and interaction between the schiodlthe social environment must be
encouraged in these African countries. This meaasimg towards more intensive
education, with emphasis on the production andedigsation of scientific and
technological know-how, without detriment to thenfanistic aspects that are
essential to developing responsible citizens. Wéewe that a well-educated,
innovative and skilled population is the foundatamwell as the goal of development.
It is also the surest way to eradicate poverty. ddhgcation and training systems of all
these East African nations will be developed ama@iter opportunities for the future of
millions of children and of the nations themselves.
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