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Technology Transfer, Foreign Direct
Investment, and the Role of Human Capital

—Factors of Asian Economic Growth and Technological Change—

Akiko Nakajo

While most of the developed countries are suffering from economic stagnation, East Asian
countries enjoy rapid economic growth. Although professor Krugman raised an objection to
“Asian Miracle”, we can attribute high growth rate to two kinds of technological progress :
one embodied to capital and the other to human capital, both of which are not contained in
TFP. It is considered that foreign direct investment(FDI) is one form of technology transfer.
We notice that Japanese FDI flow has changed its course and the amount of FDI towards
other Asian countries are increasing. The other contribution to economic growth is the high
quality of human capital, which can be partly captured by enrollment rate, literacy, and so on.
Thus, it is important to discuss a new index of human capital, representing the capability of

technology adoption and of technology development.
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