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Introduction

In any social forms of production and at different stages of its technological development, an
essential condition for the process of production of material goods is the presence of objective
(material) and subjective (personal) factors of production activity. The latter also includes the human
factor, which is undoubtedly an active determining element of any production. The above is
objectively due to the fact that people in whom this factor is personified have the ability to work.
Only man creates the means of production, sets them in motion, develops and improves them, and,
therefore, carries out their expanded reproduction. It is no coincidence that in economics and related
literature, problems of the structure, quality and dynamics of the human factor have traditionally
been and are given great attention.

In the era of scientific, technical and innovative transformations in the structure of productive
forces, the worker himself becomes a factor in economic growth. The efficiency of using basic
resources increasingly depends on how much employees are morally and materially interested in
achieving high final results. “Human capital is the most valuable resource, much more important
than natural resources or accumulated wealth. It is human capital, not factories, equipment and
inventories, that is the cornerstone of competitiveness, economic growth and efficiency.”

Methods and methodology.

If earlier the possibilities of economic growth were associated with the accumulation of fixed
capital, labor was assigned a passive role, and the factor “land” (natural resources) was considered
as a limiter of economic growth, then a further search for sources and factors of economic growth
gradually led to a revaluation and expansion of the initial base of theoretical postulates.

Literature review.
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The main scientific and methodological provisions of the theory of human capital (by analogy
with financial capital) were formulated in the second half of the 20th century by such American
economists as T. W. Schultz, J. Kendrick and G. Becker, who were recognized as the founders of
this theory. An important contribution to the formation of the modern theory of human capital was
also made by famous English and American economists B. Weisbrod, D. Mintzer, L. Thurow, W.
Bowen, M. Fisher.

Various scientific approaches to defining the concept of “human capital” can be divided into
three groups. Most authors understand human capital as the totality of human abilities and qualities
used in the process of producing goods and services. Thus, according to W. Bowen, human capital
“consists of the acquired knowledge, skills, motivations and energy with which human beings are
endowed and which can be used over a certain period for the production of goods and services.” E.
Dolan and J. Lindsay understand human capital as “capital in the form of mental abilities acquired
through formal training or education, or practical experience.” E. Toffler considers the most
significant step in the economic development of our era to be the emergence of a new system for
obtaining wealth, using not the physical strength of a person, but his mental abilities. The scientist
introduced the concept of symbolic capital, by which he means knowledge. According to Toffler,
this type of capital, unlike traditional forms, is “inexhaustible and at the same time available to an
infinite number of users without restrictions.”

Another group of scientists, supporters of the “investment” definition of human capital,
emphasizes the fact of the accumulation of certain abilities and qualities as a result of investments
in a person or human activity in various forms. So, according to S.A. Dyatlov, human capital is “a
stock of health, knowledge, skills, abilities, motivations formed as a result of investments and
accumulated by a person, which are expediently used in one or another sphere of social
reproduction, contribute to the growth of labor productivity and production and thereby influence
the growth of income of a given person.”

Since the beginning of the 1970s, there has been a change in the organizational paradigm: the
idea of a person as an “indifferent factor of production”, which must be taken into account and, if
possible, calculated, has been replaced by ideas of him as a central element of production,
connecting with his activity all other elements and, to a large extent, degree determining the
efficiency and growth of production as a whole.

Human capital is a form of manifestation of human productive forces at the post-industrial
stage of development of a society with a socially oriented market-type economy. As a
multidimensional phenomenon, it is heterogeneous and has a complex internal structure, in which
relatively isolated elements can be identified that characterize different aspects of this concept.

Human capital, being part of total capital, represents the accumulated costs of general
education, special training, healthcare, and movement of labor.

Economists classify types of human capital by types of costs and investments in human
capital. 1.V. As a result, Ilyinsky identifies the following components: educational capital, health
capital and cultural capital. In his opinion, the human capital formula takes the following form:

CHK =Kz + Kk + Ko,

where HK is human capital; Kz — health capital; Kk — cultural capital; Ko is the capital of
education.
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In particular, health capital, which is an investment in a person made with the aim of forming,
maintaining and improving his health and performance, is a supporting structure, the basis of human
capital in general. Investments in health and its protection, which help reduce diseases and mortality,
extend a person’s working life, and, consequently, the functioning time of human capital. The state
of a person’s health is his natural capital, one part of which is hereditary, and the other is acquired
as a result of the costs of the person himself and society. Human capital wears out over the course
of a lifetime. Health-related investments can slow down this process. Not every investment in a
person can be recognized as an investment in human capital, but only those that are socially
expedient and economically necessary. Health capital is recognized as a national treasure.

L.V. In the concept of “health capital,” Ilyinsky distinguishes between basic and acquired
capital: the first, in his opinion, is determined by the totality of a person’s physiological properties
obtained by hereditary means; the second is formed in the process of formation and consumption of
human physical properties, carried out in production activities. In the conditions of innovative
production, a person is required to have high speed of information processing, endurance, speed of
reaction, and speed of decision-making, which ultimately ensures appropriate economic growth.

Summarizing what has been said, we state that economists in defining the concept of “human
capital” identify and take into account the following features.

1. Human capital is the main value of modern society, as well as a fundamental, determining
and inexhaustible factor in the sustainable economic growth of the country and its regions.

2. The formation of human capital requires significant financial and other costs from both the
individual and society as a whole.

3. Human capital can be accumulated, namely: an individual can acquire certain skills,
abilities, and can increase (strengthen, improve) their health.

4. Investments in human capital give their owner, as a rule, higher income in the future.
Investments promise a longer-term (in time) and integral (in nature) economic and social effect to
society.

5. Investments in human capital have been carried out for quite a long time. And if investments
in human capital of education have a period of 12-20 years, then a person makes investments in
health capital throughout his life.

6. Human capital differs from physical capital in terms of liquidity. Human capital cannot be
separated from its carrier — the human personality.

7. Direct income received by a person is controlled by him, regardless of the source of
investment.

8. The functioning of human capital depends on a person’s decision and expression of will.
The degree of return from the use of human capital depends on a person’s individual interests, his
preferences, material and moral interest, worldview, and finally, on the general level of culture.

9. A person acquires knowledge throughout his life, but his human capital wears out both
physically and morally. An individual’s knowledge becomes obsolete, i.e., the value of human
capital changes economically in the process of existence. Human capital is gradually depreciating,
but its depreciation occurs differently than the depreciation of physical capital, material means of
production.
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Depreciation charges for physical production assets are made for the next month after they are
put into operation, and at the end of their service life, the cost of the object can be completely written
off.

The economic literature examines the process of moral and physical aging of accumulated
scientific and educational potential. According to economists, in the first years of using human
capital, due to the physical maturation of the worker and the accumulation of production experience,
its economic value does not decrease, but increases. Intellectual capital increases during the first
decade. By the end of the second decade, the growth rate of moral and physical depreciation of the
stock of intellectual capital overlaps the accumulation of another asset of human capital - production
experience. The process of depreciation of human capital begins, the pace of which is accelerating
towards the end of the third decade. Nevertheless, even after the end of working life it is impossible
to talk about complete depreciation of human capital.

If during all three ten-year stages an individual constantly made investments in human capital,
in its component parts (education, health, art), then we also cannot talk about the depreciation of
human capital.

Economists define expenditures made to increase labor productivity and contribute to future
growth in an individual's income as investments in human capital. M. Blaug emphasizes: “All these
phenomena - health, education, job search, information acquisition, migration and work-based
learning - can be viewed in terms of investment rather than consumption, regardless of whether the
investment is undertaken by individuals themselves or by society acting in their interests. What
binds all these phenomena together is not the question of who takes what actions, but the fact that
the decision-making agent, whoever he is, justifies his actions in the present by considerations of
the future” [17. pp. 318-319].

Investment production is a very important process in the reproduction of human capital, in
which it acts as either an object, a subject, or a result of influence. A special role in the creation of
human capital is played by “the costs of labor and efforts for self-development and self-
improvement,” which are inevitably included in the social costs of the entire reproduction process.

The Cobb-Douglas production function establishes the mathematical dependence of the
growth of national income on changes in two factors of production - capital and labor:

Q=A xKaxLb

where Q is national income; K, L — capital and labor costs, respectively; a, b — production
elasticity coefficients for capital and labor; K — physical capital, i.e. materialized labor; L — human
capital, i.e. the integral personality of a person participating in the production process.

The production function apparatus has significant analytical capabilities, which makes it
possible to study the current relationship between resource inputs and production results.

Economists, when considering issues of investing in human capital, pay special attention to
the analysis of investments in educational capital, as well as what affects a person’s performance
and contributes to an increase in labor productivity, namely, economic growth.

Thus, human capital is the total potential of health, knowledge, technological skills, abilities,
work and social motivations, formed through investments in a person and accumulated by the person
himself, which, taken together, lead to an increase in the employee’s qualifications, contribute to an
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increase in productivity and qualities of his person and, as a result, to an increase in the material and
social status of this person and the formation of a new type of economic development of society as
awhole.
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