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Preface and acknowledgements

When | started to work on this thesis the topic was broadly defined as the ‘standard of
living in India and Indonesia in the twentieth century’. It soon turned out that this topic
was both too broad and too narrow. It was too broad in the sense that the ‘standard of
living” comprises of al sorts of measures, ranging from GDP, to food consumption, health,
and education. In order to narrow this down the choice fell on “human capital’ since this
is a key variable in explaining economic development and it is strongly related to other
variables such as health and education. Human capital, in the form of education, was
clearly less developed in India and Indonesia compared with many European countries as
was their economic development. This made it necessary to broaden the initial research
topic to include an Asian country that experienced the same development of educational
institutions but was successful in economic development. Japan was a natural choice.

While reading the literature on human capital and economic growth, four
questions came to mind. A first and foremost question was what human capital actually is.
Most studies include proxies such as ‘average years of education in a population” without
clarifying how they relate to human capital. The second question that came to mind was
how institutional development in different countries affects the accumulation of human
capital. The third question was how human capital relates to economic growth while the
fourth question related to the strength of the relation between human capital and growth.

The last two questions are extensively treated in the economic literature. Many
studies are available on growth theories, describing the theoretical effect of human capital
on growth. Equally, many studies exist that use human capital proxies to estimate the
strength of the relation between human capital and growth. However, the situation is that
most empirical studies still have difficulties with determining which growth theory is the
most applicable. Another problem is that the effect (if any) of human capital on growth
generally found in the literature is much lower than is expected on the basis of micro
studies, which makes it likely that there are still too many unknowns in the relation
between human capital and growth.

Given my background in economic history, my focus was thus more on the first

two questions which I hoped could explain some of the inconsistent results in the relation
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between human capital and growth. Indeed, probably no one would doubt that the impact
of the choice of human capital variable on the results and interpretation is crucial. Equally,
the importance of institutional development for the existence of the relationship between
human capital and growth is also rarely disputed. In fact, the use of dummies and fixed-
effect panel regressions in empirical estimates of the role of human capital is a
confirmation of its country-specific development. Indeed, Eicher, Garcia Pefalosa, and
Teksoz (2006), using a simple extension of the Solow model, show that institutions
mainly work through the factors of production.

The last two questions, on growth theory and empirical estimates, are only
touched upon in this thesis as far as their results are affected by the answers on the first
two questions. Although this thesis certainly does not provide (or aims to provide)
definitive answers, we hope to show that it is fruitful to pay more attention to the
construction of human capital and the way in which human capital accumulation is
affected by institutions. In addition, without arguing that this road is the only, or even a
right, one, we hope to show that a stronger focus on the first two questions may also have
an impact on both theoretical and empirical studies on human capital and growth.

During the process of writing on such a broad topic, | inevitably incurred large
debts which are impossible to all mention here. Yet, there are some persons | would like
to thank explicitly. Foremost | would like to thank Prof. Jan Luiten van Zanden, my
supervisor, for his patience and for the many times he supplied me with advice and
suggestions. An equal debt goes to Dr. Wolter Hassink, my co-supervisor with whom |
spent much time discussing econometric problems. Much gratitude also goes towards my
other supervisors, Prof. Lex Heerma van Voss and Prof. Willem van Schendel, who were
always open for discussions and patiently answered all my questions.

| further would like to thank Rob Alessie, Steve Broadberry, Harry Garretsen,
Maarten Prak, and Bart van Ark for the effort they put in reading this thesis and providing
constructive comments. Also many thanks go to Péter Foldvari, not only for reading the
manuscript and suggesting improvements and additions, but also for his friendship and
collegiality both at the International Institute of Social History and during our common
stay at the University of Warwick. | would also like to thank all my colleagues at the
I[1ISH who not only were always open for stimulating discussions, but foremost for the
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friendly and collegial atmosphere. Therefore, I would also like to express my thanks to
the 1ISH itself for hosting this research and providing me with a friendly and stimulating
place to work. During the process of writing, the author often forgets that his topic is not
the sole important thing in the world. Therefore, | would like express thanks to my
parents Piet van Leeuwen and Thea Wieland and my aunt, Corry van Leeuwen, for their
forbearance and encouragements. Finally, | would like to thank the VVan Winter Fonds for
financially supporting this research without which support nothing of this would have

been possible.
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