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Human Capital and Human Resources: problems of their effective use

The purpose of the authors in this study was to determine the theoretical and practical aspects of human capi-
tal development in the framework of forming the competitive economy. The conditions of the impact ofdiu-
man capital on economic development are being analyzed. The authors conclude that human capitaldias all
the properties and show intensive development factors, but there are some problems with the pregise meas-
urement of its cost and performance. According to the authors, the integration of education, sciencetand pro-
duction, development of post-graduate education on the basis of modern achievements of science and tech-
nology are today one of the priority lists of the economic development.
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The concept of «human capital» in the economic theory came through by thefetforts of'two the Nobel
Prize winners in Economics Theodore Shultz (Shultz, 1964) [1] and @Gary'\Becker{@Becker, 1964) [2], who
argued that improving the welfare of poor people does not depend on thedand,fmachinery or effort, but ra-
ther on knowledge.

A fundamental contribution to the development of the mederfiytheory of human capital were made by
T. Shultz, G. Becker, R. Solow, S. Kuznets, I. Fisher, R. Lucas and otheér economists, sociologists.

Shultz proposed the following definition: «All human gesoutces and capabilities are either congenital
or acquired. Everyone is born with an individual set of genes determining his innate human potential.
Acquired valuable human qualities that can be amplified byjspecifie inputs, are called as human capital» [1].

The concept of human capital has been put forwardby American economist G. Becker in 1960 and rep-
resents accumulated knowledge, skills and craftsmanship that employee has and has acquired during his
training, education, profession all training, workyexperiénce. Becker (Becker, 1964) considered the cost
of education and trainings, as main investments intoyhuman capital, and assessed their cost-effectiveness as
the ratio of revenues to costs, having about 12<14%¢of annual profits [2].

Shultz believed that the accumulationyof people's ability to work, their creative activities in social life,
the maintenance of health are the main results of investment in human capital and he believed that human
capital has the necessary attributes, ofia ptoductive nature, it is able to accumulate and build up [1].

According to Shultz's (Shultz) 1964) assessment, for accumulation of human capital is used not %
of total produced value in societyfas Would most of the theories of reproduction of the XX century suggest,
but 3/4 of its total valuegy

In our opinion, the human capital is complex of intellectual abilities, skills, knowledge and abilities
of the person receiged ‘during getting education and practical activities, quality of life and health.

Human dg¥elopment as a complex economic category has qualitative and quantitative characteristics.
At different_times many scientists, economists offered to use a variety of approaches and methods
for measufemert.

Thesumplest way of measuring human development that use natural assessment is measuring human
developmentuin” man-years of study. The more human learns, the higher his level of education, the greater
the amount of his human development. However amendments that take into account the same duration
of'training at different levels of education (for example, secondary education in schools and higher education
at theuniversity) are made.

The most common method of measuring human development is the cost. The founder of this method is
W. Petty (Petty, 1940) [3] who proposed technique of calculating value of each person with the help
of which human productive forces were assessed for the first time. In his opinion the value of ground mass
of people is equal to twenty fold annual income that they bring.

From the perspective of cost estimate J.A. Smith (Smith, 2007) [4] and D. Ricardo (Ricardo, 1955) [5]
calculated the cost of human capital. In his research A. Smith pointed out on characteristics of labor market
operation and thus of human capital. In his opinion not labor force (inability to work) acts as goods on labor
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market but labor [4]. To form knowledge, skills and best practices of employee it is necessary to invest
«true costsy, including time, labor and expenses. Cost-based component of expenses, according to J.A. Smith
(Smith, 2007) [4], is fundamental element of human capital formation. D. Ricardo (Ricardo, 1995) [5] called
«true costs» cost of labor force reproduction.

Cost method for assessing human capital was also used by K. Marx (Marx, 1967) [6]. However Marx
believed that subject of purchase and sale on labor market is not the labor itself, but «labor forcey, i.e. ability
to work. In this case labor force appears as commodity. Main terms for selling this product by employees are
qualitative and quantitative characteristics.

During development of human capital theory G. Bekker (Becker, 1964) [2] proposed subjective, mar-
ginal utility of organization as a basis.

One of the areas of cost estimate is method of measuring human capital through productiofmef cost
for productive capacity and amount of this capacity. Thus, human capital is measured indireefly with the help
of market costs, by which they should be rented. This area was developed by L. Thurow (Thurow, 1970)47].

The most common method of measurement — principle of future income capitalization based on posi-
tion of preference benefits in time.

While using this method economic impact of human capital use is taken into aceount in calculation.
According to I. Fisher use of capital means getting interest as a universal form of afiy‘incomer

G.Bekker (Becker, 1964) [2] measured human capital on the basis of ¢ombination|of ongyunit of simple
labor proposed by him and known quantity of human capital embodied in\it. A. Marshall (Marshall, 2009)
[8] improved methodology for human capital assessment proposed by G:Bekkes, (Becker, 1964) [2]: «total
earnings of any person after he completed investment in human capital aretequal to income on these invest-
ments and earnings from his initial human capitaly.

Nowadays aggregated indicator of human development index (HDI) is used to determine the amount
of accumulated human capital. HDI is aggregated indicator of haman development, which characterizes av-
erage level of achievements of any country on the most impottant thtee aspects of human development:

1) health and longevity measured by life expectancy‘at birth“indicator;

2) access to education measured by adult literagymlevelyand aggregate gross coefficient of educational
coverage;

3) adequate standard of living measured byzamount of gross domestic product per capita in US dollars
at purchasing power parity [9].

National human capital is more thanghralfiof national 'wealth of each developing country and more than
70-80% of developed countries of thegvorld, it'was and remains the maim intensive factor in development
of economy and society.

Human capital (HC), like jany other capital, — physical, natural, financial — has value, subject
to renewal, modernization and development. The main measuring indicators of HC are its cost and capacity
(efficiency) as intensive factor of.development. HC have all properties and indicators of development inten-
sive factor.

Human capital agfeconomié’category leads to strong separation of peoples and nations by its main indi-
cator — by efficiencyiand quality. At the same time, Human Development Index (HDI), nowadays widely
used by international,institittions of the United Nations, dramatically eliminates these differences. This is
the main difference between HDI and efficiency indicator of HC [10].

Nationalthuman capital (Human Capital) is essentially different by quality and cost per capita, as well
as by.its efficien€y for different countries. These indicators of HC depend on quality and ethics of labor that
afe historically.determined by degree of economic freedom and mentality [11].

Capacity or efficiency of HC is determined by transformation ratio of investments in HC (1), that can
bejgreater than one (for the most developed countries with the highest quality of HC, knowledge economy
and “ihformation society) and less than one for developing and underdeveloped countries of the world.
For countries with low-quality labor and its low capacity it is several times lower than that of developed
countries, as well as labor capacity.

Transformation ratio of investments in HC (efficiency coefficient) reflects integral capacity and effi-
ciency of cumulative national HC, which, in its turn, determines average labor capacity in industries
with high added value (manufacturing industry, high-tech industries).

In 2012 HDI in USA was 0.902 and in Russia — 0.719 (difference — 20%), that, of course, does not
reflect gap between countries on human development, nor, especially, on cost per capita and capacity of na-
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tional HC of these countries. Ratio of coefficients of HC efficiency is completely different — in USA it is
4.1 times higher than in Russia, that is close to ratio of average labor capacity in the countries (Table).

Table
Human capital efficiency coefficient
Humaq capital Raw-material Index of Economic Human
Country Type of economy efficiency . capital
. economy index Freedom (IEF) S
coefficient qualityzindex
USA Knowledge 1.225 1 0.78 1.67
Great Britain Innovative 0.855 1 0.75 0.96
Germany Innovative 0.93 1 0.72 1.14
Japan Innovative 0.93 1 0.73 1.13
China Industrial with focus 0.49 1 0.52 0.45
of innovative
India Industrial with focus 0.37 1 0.55 0.19
of innovative
Russia Industrial and 0.30 0.75 0.51 031
raw-material
Estonia Industrial 0.67 1 075 0.59
Kazakhstan Industrial and 0.29 0.56 0.69
raw-material

Source: [12].

The main lack of HDI is that this index does not reflect quality\ofieducation, quality of GDP per capita
and even quality of public health. In developed countries quality<and cost of education is much higher than
in poor or developing countries. A large proportion of o0il and ‘gas sector of economy and its income allows
taking high positions in HDI rating, for example, oil-produeing Arab countries, which less employ their na-
tional HC even in oil and gas production. That is way JupKorchagin (Korchagin, 2006) [12] introduced de-
creasing coefficient that for Russia is equal to 0.84;iand for' Kazakhstan — 0.7, which is determined by ratio
of GDP and exports of raw materials to account®fox highet export income in calculation of national HC effi-
ciency in countries with commodity-dependent econgmics?

HDI, playing certain positive role, 10st itsyobjectivity in assessing features of national human develop-
ment and HC, but it can serve as one 0t indicators during assessment of HC efficiency. UNESCO even de-
clared the crisis of education in prosperous by HDI (included in groups with the highest, high and medium
HDI) Arab countries as one of catises oftevolutions in them [13].

Shadowing HC inefficieney dueto low quality of education, health, science, security, elite by high and
smoothed values HDI only hindefplagging countries to clearly outline the scope of their competitive weak-
nesses and shortcomingss

It is necessary to determine quality and cost for human capital taking into account science as its most
important componént. ‘Education cannot be of high quality and competitive, if science is in decline. Educa-
tion and sciencefare tnited and closely interlinked.

Research ofj UN “analysts led to pessimistic conclusion: human potential can quickly degrade due
to sales of naftural“tesources, extremely slow development of industries with high added value, decline
ofdbasic science,/culture, inaccessibility of quality medical care for people, anti-market mentality of the pop-
tilation.

S. Egorov (Egorov, 2004) [14] notes that the important factor in human capital development is institute
of ‘education, which in the modern world goes beyond traditional educational system becoming «learning
throughout life».

Nowadays knowledge, practical skills and information are determining criteria and driving force for de-
velopment of economy, social sphere and public life. But knowledge by itself without professional-human,
who possesses it, does not transform the economy. Universities as society development institutions generate
knowledge; provide training of personnel — scientific and educational, technological, managerial and cul-
tural elite of the country.
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Today, educational content goes out of date very quickly, according to experts, scope of professional
information doubles every 7-8 years. On this basis in order to bring up competitive specialists, it is neces-
sary not just to «transmit» knowledge, but also teach to obtain it independently and use in practice.

Currently, due to changes and financial-economic crises in the modern world educational system is re-
quired deeper perception of human current problems. Today teachers and students cannot keep out of global
socio-economic problems. Training in-demand for economy specialists, who are ready to participate in
at forefront of society innovative modernization and thus having positive impact on young generation, form-
ing its worthy ideals, — challenging task. Properly developed university strategy, development of corporate
culture help to solve it.

Human capital has all the properties and indicators of intensive development factor, but there are'some
problems with the precise measurement of its cost and performance.

These problems are connected with the vagueness of the definition of multi elementf’'compound and
complex human capital itself, as well as with the dependence of its quality and, accordingly;ithe performance
on many parameters and indicators that can characterize one or another country.

Moreover, there are ethical problems with using fully the concept of «capital», as it relates %0 a person,
people and nation. Economic category of «human capital» inevitably leads to a strong'separation of peoples
and nations by the main indicator — by efficiency and quality of human capital.

However, human development index (HDI) widely used by the interdational ifistitutions, of the United
Nations dramatically eliminates these differences.

Being a combination of indexes of longevity, education and incomethesHiPLallows more adequate and
comprehensive consideration of the development.

The index takes into account the most important parameters'ofhuman well-being.

Directly or indirectly such characteristics as health and longevityjthe environment, the level of culture,
education and income levels are taken into account through the index.

All these components are documented and are suitable foreross-country comparisons.

HDI is the integrated socio-economic indicator 4¢hich 1§, constantly being improved by experts
of UNDP.

The main management resource is not the finaficial résources and other conventional resources, but the
intelligence of professors, teachers, young scientist§ywith entrepreneurial talent and leadership qualities.
This is the way the corporate culture of the finiversity ‘generates human capital, the development of which
determines the knowledge economy.

Higher education plays an importafitizole in‘the training of competent and competitive specialists for all
branches of the national economy, indthe integration of science and production.

To increase the efficiency, of\ \human capital and to create an innovation economy at the level
of advanced countries it is necessaty, to achieve:

— very high level and qtialityzhuman capital and high investments in its growth and development;

— high level and quality of'lifg;

— high level HPDI and €conomic freedom;

— High level develepment of basic science;

— High leyel devielopment of applied sciences;

— availabilityyof the’powerful intellectual centers of technological development in the country;

— A large proportion of the sector of the new economy;

= Poweértul synergetic effect in all spheres of human intellectual activity;

—advaneed and effective innovation and venture systems supported by the state;

— An attractive investment climate and high level of investment ratings;

~ A favorable business and tax climate;

— Diversified economy and industry;

— Competitive products in the global technology markets;

— An effective state regulation of the country development;

— transnational corporations ensuring a competitive technological and scientific development of the

country;

— low level of inflation (less than 3—5%).

Integration of education, science and industry, the development of post-graduate education based
on modern scientific and technology advances are today one of the priority fields of economic development.
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H.A. Kypmanos, JI.M. MyranueBa, Ti.byVYTeybaen

AlaMM KaNUTAJ KIHe agaMu pecypcerap:
oJ1apAbl THIMJI Naiigagialy MaceJiesepi

Maxkanana Oocekere KaOineTTi IKOHOMHKAHBIHQKAJIBINTACY MOcenenepi ascChlHIA aJaM KalWTalbIHBIH
JAMYBIHBIH TEOPHSCBl MCH TOKipubeci 3epTrennl OKOHOMHKAHBIH IaMyblHA aJaM KalHUTaJIbIHBIH dcepi
TalgaHIbl. AllaM KalUTaJIbIHA KapKbIH/bI JdMYTbIH, OApiBIK KepceTKilTepi ToH, AereHMEH, OHbIH KYHBI MEH
OHIMIIIITIH enieyae Oenriii cypakrap aa Bap. Ka3ipri Talga Oinim, FRUIBIM XKaHE OHIIpicTiH Oipiryi Ka3ipri
Ke3CHIEr FBUIBIM MEH TEXHUKAHBIH JKCTICTIKTEepi HEeri3iHae SKOHOMHKAHBIH JaMYbIHBIH 0acTbl OarbIThI
00JIBIIT TAOBUIAIEI.

H.A. Kypwmanos, JI.M. Myranuesa, T.b. YTey6aes

Ye10BeHEEKNii KANMUTAJ U YeJI0BeYeCKHe PeCypChl:
Tip00eMbl nX 3PPeKTHBHOI0 UCIIOJIH30BAHUS

B crarbediceie10Bals! BONPOCH! TEOPUH U NPAKTUKH Pa3BUTHUS YEIOBEUECKOrO KallMTajla B KOHTEKCTE IIpo-
6s1eM QOPMHUPOBaHHUST KOHKYPEHTOCIIOCOOHOI SKOHOMHKH. ABTOpaMH NPOAaHAIN3UPOBAHbl YCIOBUS BO3.CH-
CTBH 4GHEBEYCCKOr0 KalMTala Ha SKOHOMHYECKoe pasButhe. CleiaH BBIBOJ, YTO YEIOBEYCCKUIl KalUTall
00JajdeT BCMH CBOWCTBAMH M ITOKa3aTeNIIMH WHTCHCUBHOIO (DaKTOpa pasBUTHS, HO CYIIECTBYIOT OIpesie-
Jicufibie Mipo0eMbl ¢ TOYHBIM H3MEPEHHEM €ro CTOMMOCTH H IPOU3BOIMTEILHOCTH. ABTOPaMH OTMEYEHO,
910, MHIETpalysl 00pa30BaHus, HAYKH M IIPOU3BOACTBA, PA3BUTHE MOCIEBY30BCKOIO 00pa30BaHMs Ha OCHOBE
COBPCMEHHBIX JIOCTIKEHHH HAyKH M TEXHUKM SBISIOTCS HA CErOJHA OJHUMH M3 IPUOPUTETHBIX Ha-
HPaBJICHUH Pa3BUTHS S3KOHOMHUKH.
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