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 The present study attempted to explain the concepts of human capital productivity. This 
study was provided by review methods and written resources and Internet papers, also it 

attempted to show the role and importance of productivity of human capital. The main 

hypothesis of this study was that human capital had positive and significant effect on 
productivity growth of labor force in Iran during the past years. The concept of human 

capital is defined as the current value of future incomes and it has long history in 

economy but human capitals have never been investigated directly in relation with 
productivity. The present study attempted to find a relationship between human capital 

concepts and labor force productivity by presenting a new period, human capital 
productivity is considered as the index of present and future generation of human 

capital index. Although it is in the initial stages of conceptual development without 

empirical estimation, human capital productivity concept considerably can help us to 
understand the role of human capital in future developments of productivity. There 

have been various researches regarding labor force productivity, but there are a few 

researches about human capital productivity as the ratio of current value and future 
outputs and also it is defined as human capital index. These two concepts are relevant 

but they are not equal not now or in the past. Labor productivity mostly considers the 

current time but human capital productivity implicitly considers present and future 
situation. Therefore, one’s productivity can be changed in future. Indeed productivity 

improves multifunctional productivity of most of people due to the increase of 

materialistic capital, education and development. 
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INTRODUCTION 

 

 Productivity is achieving maximum profit of labor force, power, talents and skills of human resources, land, 

machine, time equipment, place and etc. to improve society. As a necessity its increase is considered by 

authorities of politics, management and economy to improve life style of people and building a society. The 

term “productivity” first time was introduced by Quizney in 1766. Productivity was defined as power and ability 

of producing by Liter in 1883. In most other industrial countries productivity is maximizing using resources, 

human resources, facilities and similar items by scientific methods and reduction of production costs, 

development of markets, increasing employments and attempting to increase real wages and improving life 

criteria as it is for the benefit of employees, management and people. Indeed human capital is vital for stability, 

productivity and health in the present and future of the country. Therefore, the estimation of human capital and 

human capital productivity can present valuable attitude to state authorities and other people involved in 

policymaking and researches. Human capital is different in countries. One of the important organizational 

resources is human resources. The evaluation systems of performance don’t have the required efficiency to 

improve labor force productivity. We should change these systems to new systems of performance management. 

In recent years performance management is considered as one of the development strategies and updating 

human resources and it is used for improving labor force productivity. Generally, productivity is used as an 

evaluation to show how effective is the resources consumption as input to produce output of the society in long-

term. The human capital project of OECD (Liu, 2011) estimated human capital for 15 countries of organization 
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for economic cooperation and development (OECD) by Jorgenson-Fraumeni method (Jorgenson and Fraumeni, 

1989, 1992a, 1992b). 

 China Center for human capital and labor market (CHLR) conducted a project for China (Liu et al., future) 

by the same method. The main hypothesis of this study is that human capital has positive and significant effect 

on labor force productivity development in Iran during the past years. [1] the attempt to improve an effective use 

of various resources as capital labor force, materials, energy, information is the goal of all managers of economy 

organizations and manufacturing units and industrial and service institutions. Suitable organization structure, 

efficient execution methods, equipment and healthy tools, balanced work space, and above all qualified human 

resources are the necessities that should be considered by managers to achieve good productivity. The 

participation of employees in conscious affairs with work discipline can be effective on productivity and 

repairing to improve productivity namely in an agitated and insecure environment. The culture of productivity 

improvement should be established in organization structure and also human resources are the center of the 

structure. One of the most important goals in any organization is improving its productivity level and as human 

being is important in creating productivity, his requests are important in organization. Almost all the factors of 

reducing human resources productivity are associated to management weakness. Here there should be a mutual 

relationship between individuals and organization. A successful management is the one perceiving the culture 

environment of his organization as an important factor in employee’s behaviors and applies it to implement 

organization plans. The benefits of people should be based on job nature, specialization, experiences and people 

performance changes and definite plans, if the performance of people is not evaluated carefully and they are not 

rewarded in accordance to their qualification or they are not rewarded appropriately, the organization will face 

work negligence culture. Low wage in Iran compared to life costs, in recent years caused work negligence and 

searching for the 2
nd

 and third jobs and also it led into the fatigue of labor force, reduced productivity and some 

mental problems for labor force in their families and also it had negative effects on labor force productivity. 

Productivity improvement is not an accidental event and it requires specific methods. Many organizations 

employ counselors from abroad, they buy expensive computer programs and declare initial successes excitedly 

and all are done to forget the previous program to start a new program. It is expected that they dedicate most of 

their time to supervision on progress. Monitor work implementation carefully, organize the forces in case of any 

problem and if people get weaker, refresh them. Take example of your failures and turn each of your successes 

into a scientific and standard method. To take benefits of human resources factor we should create required 

training and coordination and empathy among the employees and adapt their goals with the goals of 

organization. Performance management by creating a participative environment and notifying organization 

goals to the employees and the ways to achieve them and holding evaluation meetings and directing the 

employees and by using performance-based payment systems, adapt the goals of employees and organization 

and increase labor force productivity. In such system, people feel more belonging to the organization. Doing 

satisfactory tasks by employees improves total performance of organization. Therefore, a mutual commitment is 

created between the employees and organization and the result is improving performance, efficiency and 

organization productivity. The importance of human capital in American variable approach is the evaluation of 

economic development of various nations in global economy. United nation published human development 

report regarding human development in various nations with the aim of evaluating the human capital formation 

rate in the nation. The statistical index of estimating human development in each country is human development 

index. This index is a combination of life expectancy, education and income index. The standard life expectancy 

index reveals the health of the population of any country. The income index defines life standard and education 

index defines education standard and population literacy ratio. If all these indices ascend in long-term, they 

reflect increasing trend in human development index. Human capital is developed by health, education and the 

quality of life standard. In addition, human development index, life expectancy, education and income index are 

directly associated with human capital formation in the nations. Human development index is a positive 

correlation index between human capital formation and economic development. If human development index is 

increased, there is high rate of human capital formation in reaction to high standard of education and health. If 

human capital index is increased, the income of nations is increased. Explicitly, human development index 

reveals that high human capital formation by good standard of health and education increase a nation income. 

This human development process is strong foundation of continual processes of economic development of a 

nation for a long time. We cannot ignore the importance of human capital perception in creating long term 

economic development of nations. It is expected macroeconomic policies of all nations are focused on human 

developments and economic development. Human capital is the center of human development and economic 

development in each country. The growth of monetary tangible capital is not linear due to business cycle shocks. 

In the current world, pioneer companies find out the importance and consideration of employees more than the 

past. They find how we can be in the highest global economy position with emphasis on human capital 

development. Human capital is a key for economic development role of communities and it is an important 

capital helping the organization for economic developments and it can be compared with physical assets of 

organization. As people skills help better performance and organization productivity, any costs in education and 
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its development is a long-term investment and organization can take benefits of its results. This is because in the 

changing and competitive environment, only by creative human resources we can achieve competitive 

advantage. During this success period monetary capital is increased at high rates but during economic crisis 

there is monetary capital reduction speed. On the other hand, human capital increases growth rate in long-term 

equally as the human capital is based on educational and health inputs. (Arora & Bhundia, 2003) the current 

generation is developed by effective inputs of education and health qualitatively. The future generation by 

developed research in education and health fulfilled by current generation has more benefits. In addition, 

education inputs and health create useful effects on future generation and the future generation can monitor the 

present generation. Besides, human capital formation in future generation is more than the human capital 

formation in present generation. This shows the retained growth of human capital formation by human resources 

supervision quality in successful generation, compared to the previous generation. (Barıs and Osman, 2005) The 

research on human capital is reviewed more than before, for example we can refer to the human capital 

researches conducted in some countries like Australia, Canada, China, Finland, New Zealand, Norway, England 

and US (Christian, 2010). A study conducted in US byJorgenson-Fraumeni approach (1989-1992) evaluated 

human capital and investment on human capital from nominal and actual aspects during 1994 to 2006. In new 

methods for evaluation of human capital, Lue et al., (2003) presented 3 approaches for human capital evaluation 

including cost-based approach, income-based approach density-education or index approach that is called index 

approach by some researchers. Index approach is simple and it is by index or a combination of indices based on 

human capital education. For example, academic year or literacy is used for this evaluation. Barro (1991) and 

Bardoly (1993) evaluated human capital aggregation by registration rate in schools. (Burud andTumolo, 2004). 

2- In cost-based approach we consider human capital aggregation in production costs, cost-based approach 

evaluates human capital aggregation via adding invested costs in individual human capitals. The studies in cost-

based approach of Kenderik (1976) showed that human capital evaluation is based on children education costs, 

training people and other activities of human capital. For example, human capital of Finland is estimated by 

cost-based approach (Cokini, 2008). The problem of this approach is indirect evaluation of human capital 

aggregation and the researchers can not consider a definite border between investments and consumption. 

3-In income-based approach, capital aggregation value is studied by people income in the aggregation 

(Jorgenson-Fraumeni, 1992-1989). This approach is based on people achievements obtained in labor markets 

and this is done by academic investment on them. This approach is used recently as the most famous selected 

approach in some countries including China (Li, 2010), US (Christian, 2010), Canada (GO and Frang, 2010), 

England (Jones and Christofera, 2010), Australia (Vi, 2004, 2008) to evaluate human capital. But today income-

based approach is applied for human capital evaluation project in OECD (Cohen, W., 1995; Human Capital, 

2003). 

 

Results and conclusion: 

 The estimation of human capital productivity value is more difficult than labor force productivity 

estimation. In each time period, Labor force productivity is defined as its net output of the period by worker 

input of the period. Work input is obtained by the number of workers, measuring work hours or the index of 

work compensation and hours. The need to future prediction of outputs and labor force income requires more 

attempts to estimates human capital productivity value compared to estimation of labor force productivity. In 

addition, in human capital productivity estimation due to the problem of registering outputs of different groups, 

only we can have a general estimation or industrial based estimation. For an empirical example we can estimate 

human capital projects of OECD in US as the simplest way to show the difference between labor force 

productivity and human capital productivity. We can show that by valuable samples of human capital markets 

how we can change productivity as human capital productivity without using labor force productivity 

(measured) in the same way (Amini and Alireza, 2005). Labor productivity and human capital productivity are 

relevant but they show different concepts. The former only considers the present condition but the latter 

considers present and future. There is no reason to consider that there is a consistency between labor force 

productivity and human capital productivity level at individual or total population level. The people with high 

education have high human capital index compared to those not achieving this training. Various scenarios 

indicate this point. For example, people in future can have a long life, being retired early, work more or less, or 

due to some changes in production processes or productivity be more useful or less. Labor force productivity is 

easier for calculation. Human capital productivity is valuable as an image of future potential of a population of a 

country. As we are in initial stages of conceptual developments and empirical estimations, the term human 

capital productivity can help us considerably to determine human capital position in potential production 

developments. (Amini and Alireza, 1997). 
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