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EVOLUTION OF THE THEORY OF HUMAN CAPITAL

This scientific article is aimed at identifying trends in the formation

and evolution of human capital against the background of the rapid
development of technological processes. When writing the article, various
tools of scientific knowledge were used, such as comparative analysis,
scientific abstraction and synthesis.

During the formation and transition to a new technological order, the

role of man and human capital is being reviewed in economic processes.
Currently, there are various variations that help to form ideas about the
stages of development, the degree of influence, the essence and role of man
and human capital in economic processes, while one should not forget
about the retrospective (evaluative) analysis when considering the theory
of human capital.

Nowadays, the theory of human capital is able to answer many

pressing questions of modern civil society;, These questions are largely
caused by shifts and changes in innovative and technological development
in the process of the 5th and 6th technological order. In these realities, the
issue of accumulation and subsequent growth of human capital becomes
on a par with other pressing issues of national development. It is worth
remembering that high-quality and effective human capital has a huge
impact on the development of the state’s innovative economy.

Keywords: evolution, theory, human capital, economic development,

technological shifts.

Introduction
By combining the time intervals of changes in technological patterns and the

most important stages of human development, one can see how the theoretical
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directions of human capital were analyzed and studied. The role and place of
human capital, characterized by its essence, has evolved from the ideas of simply
recognizing the need to account for human capital to measuring qualitative and
quantitative influence. Based on evolution, the phenomenon of mutual influence
was formed. This phenomenon is explained by the growth and accumulation of
human capital, which in turn leads to shifts in technology. Changes in technology
contribute to rapid changes in the labor market; these changes, in turn, impose
additional conditions on human capital and determine the conditions for the genesis
and accumulation of human capital.

Literature review

Since a person was no longer considered as one of the additional parts of
capital, his role in the post-industrial economy was revised and incentives arose
for the development of the concept of human capital [1]. The article by Cafiibano
and Potts examines the evolutionary path to human capital theory [2]. Showalter
and Eide note that much research in the economics of education is based on human
capital concepts [3]. The article by Robinson and Bowlus, «The evolution of the
human capital of womeny, examines approaches related to the remuneration and
professional skills of women, as well as the effectiveness of women’s human
capital [4]. Jablonski’s article examines the evolution of human capital approaches
in management, economics and finance [5].

Materials and methods

The study used various tools of scientific knowledge, for example, the method
of synthesis, the method of scientific abstraction, and the method of comparative
analysis. In the process of conducting a comparative analysis, all duplications of
theories related to human capital were eliminated. Analyzing the world literature
on human capital, most of the views of leading theorists were taken into account.
We made an attempt to analyze, generalize and chronicle the reasons why scientists
in a given time period relied on their judgments about human capital.

The article has an inductive direction; when studying various theoretical
works, we tried to give a unified direction in defining the term «human capital».
Using theoretical research methods, the article shows how the directions of the
terminology «human capital» have developed. Over time, economic terms remain
unchanged, unlike economic phenomena. So, the budgets of different countries
change every year, but in the long term the concept and terminology do not change.
Things are different with the term «human capital», which can dynamically change
in its concept and content. Early definitions of «human capital» and current
definitions are fundamentally different, so it is important to continually examine
the evolution of the term.
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Results and discussion

The process of development of the role of an individual in the economy and
his influence on economic processes change as different economic paradigms
change and economic relations in the economy improve. With the advent of the
21st century, the trend towards knowledge of human capital occurred through the
development of innovative production.

The theoretical prerequisites and vision of human capital arose in the works
of the classics of political economy W. Petty, A. Smith, K. Marx [6].

The famous English economist W. Petty, in his book «Political Arithmeticy»
(1676), was one of the first to try to evaluate human capital and compare it with
real capital [7]. Despite his advanced ideas, W. Petty’s concept did not gain
widespread popularity during this period.

In the 18th and 19th centuries in the development of the concept of human
capital, a hypothesis was put forward that a person is an economic resource. This
hypothesis was put forward by representatives of the English School of Economics.
However, they were opposed to the idea of the correlation of man with the material
factors of production [8].

Such a «rollback» was facilitated by the beginning of the industrial revolution,
the addition of machine labor to manual labor, and then its partial replacement. In
the long term, economic development has become increasingly intertwined with
the development of innovation, however, the role of man in these changes has
not been fully reflected and insufficient attention has been paid to man, as well
as his influence on innovation [9].

The concept of human capital proposed by W. Petty as one of the conditions
for the productive power of the individual was subsequently applied in the works
of A. Smith, who assessed labor qualifications as fixed capital [8].

Adam Smith builds his research on the hypothesis of unequal opportunities,
that is, people by birth have differences, which is a direct advantage. Consequently,
having absolute and comparative advantages relative to others in the field of
education, personal and cultural development, an individual will develop exactly
those special skills and abilities in respect of which he has competitive advantages.
And if the chosen direction of development was determined correctly, then the
emphasis will be placed on the direction in which the individual has a large set of
competencies relative to others and, equally importantly, that the factor income
from labor will be significantly higher.

Adam Smith compared a talented and educated person with an «expensive
car» [10]. One of the central places in the evolution of human capital is the
determination of its value, he determined that wages are the monetary price of
labor corresponding to the level of development of the worker’s productive forces
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[11]. He rightly believed that the severity of labor and the skills of an employee
are directly proportional to its value, which naturally leads to market competition.
J.-B. Say held similar thoughts to A. Smith. In his studies J.-B. Say wrote
about the irreparable damage to national wealth from the loss of human capital
as a result of various wars, epidemics, famine and other crisis phenomena [12].

In general, it can be noted that the key and important point in the teachings
of the classics of political economy was the separation of the concept of «human
capital». The classics were the first to consider the «economic man» as a unit
of production in economic processes in the context of the economic model of
man [13]. They qualitatively changed the role and place of a person in economic
theory, as well as his unequal influence, depending on the individual’s individual
professional skills [7].

The opponents of individualistic views were representatives of the German
historical school. In their opinion, productive activities can be considered only
those that contribute to increasing the productivity of the national economy,
including activities to increase the «spiritual» wealth of people. Friedrich List
and his followers adhered to the idea of such individuals belonging to a higher
level relative to the productive forces. Friedrich List believed that whoever creates
«spiritual» capital should have a higher position than the productive forces. He was
also convinced that the wealth of a people depended more on the state of human
capital than on exchange value [11]. Thus, F. List in his writings spoke about
the insignificant influence of exchange value on the prosperity of the nation. In
the continuation of the ethical orientation of the side of economic life regarding
human capital, the opinion of I. G. Tyunen was expressed. Exploring the ethical
side of economic life, I. G. Tyunen believed that human freedom and dignity are
an inviolable right that do not obey the laws of capital [14].

The political economy of Marxism as one of the categories of economic
theory received close attention during the development of human capital [8]. This
is largely due to the fact that theory is a complex doctrine and directly connects
economics with other disciplines, such as history, philosophy and sociology.

As a result of the combination of disciplines, a unified concept of economic
resources as «productive forces» emerged [8]. Although it is worth noting
that for the first time the term «productive forces» was used in the works of F.
Liszt, Marx’s predecessor, in his monograph «The National System of Political
Economy» (1841) [8].

K. Marx associated difficult work with the use of labor with higher training
costs [7]. Having a greater value, it is embodied in objects of greater value over
an equal period of time.
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A special place in the development of modern ideas of Western economic
thought about human capital is occupied by a number of provisions and
representations of neoclassical economic thought — G. Gossen, S. Jevons, K. Menger,
A. Marshall, J. Schumpeter, 1. Fischer.

The neoclassical direction of economic theory explores the behavior of the
«economic many, based on the subjective psychological direction of economic
knowledge. It originated in the XIX century and takes marginal values as the main
category of analysis, in other words, it has a marginalist approach. Time periods
reveal various circumstances, for example, the XIX century is largely associated
with the rapid development of market relations and, accordingly, this creates the
prerequisites for research into issues of division of labor, competition in markets,
as well as for studying the mechanisms of communication of economic entities.
The increase in inequality between different segments of the population and the
increase in disagreements between workers and employers are largely explained
by new challenges in the market economy, which led the labor market to an
unstable situation [7]. The current situation of instability prompted investors to
invest financial resources in the development of human capital of labor resources,
which in turn prompted them to keep track of investment expenses and measure
their effectiveness [15].

The scientific research of the founder of the “Cambridge” school, economist
A. Marshall, made a significant contribution to the formation of the current
understanding of the theory of human capital in the neoclassical direction [11].
A. Marshall advocated for obtaining a generally accessible school education,
increasing spending on educational purposes. He was firmly convinced that the
stock and quality of human capital directly affects the general welfare of the
population. «The most valuable capital is the one that is invested in a person. The
absence of a human capital market as such and its inseparability from the carrier
do not make it possible to define it as capital».

The modern concept of human capital emerged as a single direction in the
50-60s of the 20th century. The leading representatives of the modern theory of
human capital are a number of American economists: T. Schultz and G. Becker,
J. Mintzer [16]. The term «human capital» was first formulated by T. Schultz, he
focused on the importance of education and its impact on economic growth. He
defined «human capital» as an additional source of income, which was provided
by the abilities, skills and knowledge of a person.

The American economist Gary Becker in his works especially highlighted
the field of education, since the field of education is in many ways the driving
force of human capital. He argued that the presence of education closely correlates
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with the position and feeling of a person in society, his social place in society: his
physical mental state and overall quality of life [17].

G. S. Becker represented the optimal points (equilibrium) of the education
level are the intersection of the supply and demand curves, while the demand curve
(D) represents the marginal rate of return on each dollar spent on education, and
the supply curve (S) is a reflection of the marginal interest rate on each unit of
funds spent, taken on credit to receive educational services.

According to G. S. Becker, the main difference between human capital
and material capital is its inseparability with the bearer of this capital, in other
words, knowledge cannot be separated from the owner of this knowledge, but the
displacement of real assets from their owners is a common phenomenon. Therefore,
itis possible to estimate the value of human capital, as G. S. Becker believed, only
through rent for his possessions.

Thus, T. Schultz and G. S. Becker assessed the advantage in the level of
wages of persons investing savings in their own professional development as a
return on invested funds. Reflecting the differentiation in labor productivity, since
the value of wages differs by the delta of investments invested in education [18].

G. S. Becker studied the issue of human capital comprehensively and
revealed the relationship between the level of development of human capital and
its consequences of influence on the standard of living of an individual (family
structure, propensity to violence, propensity to violate the law, change of residence,
learning ability, adaptation, degree of involvement in the upbringing of children,
interest in culture, civil position, etc.). G. S. Becker was convinced that as human
capital develops and improves, not only the individual’s personal advantages
increase, but also the general level of social well-being, therefore education is a
kind of external effect and directly affects economic growth.

Simon Kuznets has made a significant contribution to the modern theory of
human capital, since his scientific works are based on the fact that in nature there
is a certain limit to the accumulation of human capital, after reaching this limit the
economy has the opportunity to move to a more technological structure.

The concept of human capital was further developed in the works of
J. Ben Porat, M. Blaug, W. Bowen, E. Denison, J. Kendrick, F. Makhloup,

G. Psakharopoulos, L. Turow, B. Chiswick, E. Fromm, and others. Over time,
economists, as a result of the increasing role of knowledge and education, focused
on these factors as the main factors in the development of civilization [7].

The idea of the «reindustrialization» process arose in the 80s of the 20th
century, thanks to the emergence of new directions in symbiotics, as well as
new options in the development of the theory of human capital and thanks to the
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scientific research of the classics of economic theory [11]. This concept is an
optimistic manifestation of one of the ways of technological determinism.

New theories of economic growth are based on the principles of close correlation
of investments in human capital and the achievement of technical progress, and the
maintenance of high and high-quality education in the country is the key to stable
economic growth. Polar opinions regarding the format of obtaining additional
knowledge were displayed in different models, some scientists (P. Romer, K. Arrows)
considered the learning by doing process — on-the-job education to be more effective,
however, if we consider the R. Lucas model, it is based on on-the-job training, human
capital in such a model is an independent economic resource [19]. An important
breakthrough was the inclusion of a variable reflecting the quality of labor in the classical
growth model, introducing new dependencies.

It must be emphasized that at the end of the 20th century and at the beginning
of the 21st century there was a special interest in the issues and tasks of human
capital development from disciplines interdisciplinary with economics, such as
psychology, sociology, political science, etc. [20]. These circumstances entailed
a significant expansion of the subject of research.

In post-Soviet countries, including Kazakhstan, the history of consideration
ofissues and tasks affecting human capital is largely associated with the formation
of the Soviet economic school [11]. The idea of the value of a person and her
receiving a high-quality education had an obligatory and indisputable priority,
while the category of human capital in the absence of a market economy was
ephemeral, and only in the post-Soviet period, when forming a market system,
could human capital be talked about as a subject of research [20].

As a result of analyzing the evolution of the concept of human capital, we
structured a diagram of the development of the theory of human capital according
to the main time stages. Thus, using the option proposed by the Russian scientist
V. A. Anikin, in Figure 1 a periodization scheme for the evolution of human
capital development was drawn up [20]. Anikin V. V. identified six main periods
of development:

- pre-industrial (until the end of the X VIII century);

- mass education (XIX — the first half of the XX century) — the stage of the
prerequisite for the emergence of the concept of human capital,

- the late industrial stage (60-70s of the XX century) — the stage of
technological breakthrough;

- the first post-industrial stage (1980-2000) - the growth of inequalities and
the diversification of interpretations of human capital;

- the second post-industrial stage (2000-2010) — problems of human
development and modern interpretations of human capital [20].

104



Becruuk Topaiirsipos yHusepcurera, ISSN 2710-3552 Oxonomuueckas cepus. Ne 2. 2024

- new trends: human capital in the context of national development.

XXI human capital and XVII-XIX

its evaluation Labor efficiency
quantitative indicators

e.XX-s. XIX ¢
human capital
and its
evaluation middle XIX
quantitative Labor efficiency
terms HUMAN asa f social
CAPITAL part of socia
production
middle XX
human (.‘,apltal as XIX- XX Labor
an object for .
investment efficiency as a
variable in the labor
process research at
the micro level

Figure 1 — The role of human capital.
Note — compiled by the authors

To date, the theory of human capital has been adapted to the new challenges
of modern society, primarily dictated by technological changes and the tasks of
innovative development.

Conclusion

An assessment of various definitions and theories of human capital
development described in the scientific literature shows that, from its origins to
the modern period, there are significant differences in their interpretation. It is also
worth noting that despite the fact that a comprehensive analysis of the category of
human capital has been systematically carried out, the categories have not yet been
properly studied, moreover, the term human capital is complicated by additional
qualitative characteristics. Nevertheless, a retrospective analysis revealed the
mutual influence between the growth and accumulation of human capital, and
technological shifts in the economy.
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AJJAM KATIUTAJIBI TEOPUACBIHBIH 3BOJ IO USACHI

Byn vinbivu maxanra mexnHono2usnslk KYpoliblMOapobly o32epyi
2CALOAUBIHOA A0AMU KANUMANObIY 0aMy MeHOSHYUSIAPbIH AHbIKMAYaa
bazvimmanzan. Maxananol a3y Ke3iHoe CUHMe3 JHcaHe manoay aoicmepi,
UHOYKMUBMI, MAPUXU JCIHE JIO2UKATBIK, d0ICmep KOIOAHBLIObL.

JKana munmi mexnono2usanbix KypoliblMHbIH KATLINMACYbl AOAMHbIH
IKOHOMUKAOAEbI POTIHIY 632epYin bonicatiovl. Kazipei 3amanevt ubiHobiKkma
aoam KanumanblHblY 9KOHOMUKAOARbl 0AMYbl, bIKNANbI, MAHI MeH poii
mypansl Ko3Kapacmol Kaielnmacmulpamsli Jpmypai sapuayuaiap oap,
OecenMen apmypai eapuayusaLapovl Oa2anay Ke3inoe adam Kanumaiblibly
pempocnexmuemi (bazanayuvl) maidayvii YMbIMnay Kepex.

byeinei mayoa adamu xanuman meopuscel Kazipei azamammolk
KO2AMHBIY KOnmez2eH 03eKmi cypakmapulina sxcayan depyee xabintemmi,
oyn cypakmap me2izinen J-uli JcoHe 6-ulbl MeXHON02USLILIK MIPMIn
npoyecinoezi UHHOBAYUALAD MeH MEXHONO2UANLIK OAMYObIH AYbICYbl MeH
o32epyine dbailianvlicmol. By wbinObikma adamu Kanumanowvl HCUHAKMAY
JIcaHe 00aH Kellinei ocy Maceneci Yimmbvlk 0amyovly backa 0a o3exmi
Macenenepimen Kamap sHcypeoi. AOamHvly cananvl Hcane muimoi Kanumaivl
MemaeKemmiy UHHOBAYUATILIK IKOHOMUKACHIHBIY OAMYbIHA YIAKEH acep
ememiHiH YMbIMNAgam HCoH.

Kinmmi ce3odep: 36onioyus, meopus, a0amu KAnUmai, 5KOHOMUKAIbIK
oamy, mexHoNO2UANLIK 632epicmep.
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IBOJIONUA TEOPUHN YEJIOBEUYECKOI'O KAIIUTAJIA

Hannas nayunas cmamesa Hanpasiena Ha 6viasleHue MeHOeHYull
pazsumus 4eiogeveckKko2o Kanumanida 6 Yyclo6Uusix uUdMeHeHus
MexXHOI02UYeCKUX yKAaoos. Ilpu nanucanuu cmamovu UCHOIb30BATUCH
MemoOobl CUHME3A U AHAU3A, UHOYKIMUGHDBLIL, UCHOPUYECKUIL U I02UYECKUTL
Memoobl.

Dopmuposanue H06020 MUNA MEXHONO2ULECKO20 YKAAOA
npeononazaem usmeHeHue poau YeioeeKa 6 IKOHoMuKe. B coepemennoix
peanuax uMelomca pasiuynvlie sapuayuu gopmupyrowue sudernve o
paseumuu, GIUAHUY, CYWHOCMU U POIU HeN08eHeCcK020 Kanumaia 6
9KOHOMUKE, BMeCme ¢ meM NPU NPOGEOCHUU OYeHKU PA3TUYHBIX 8apUaAyuil
He cmoum 3a0bl8amv NPO pempoOCHeKMUBHbLI (OYEHOUHbIN) aHAIU3
uenoeeecKo20 Kanumaid.

Cez00ns meopus 4enogeueck020 Kanmaia cnocoona omeemums
Ha MHOJHCECMBO AKMYAIbHbIX 80NPOCO8 COBPEMEHHO20 2PANCOAHCKO20
obwecmea, OanHble BONPOCHL 80 MHO2OM 6bI36AHbLL COBUSAMU U
UBMEHEHUAMU 8 UHHOBAYUAX U MEXHOIOSUYECKOM PA3GUMuUU 8 npoyecce
5 u 6 mexnonocuueckozo yxnaoa. B smux peanuax 6onpoc HaKonieHus u
nocneoyioue20 pocma 4ei08e4ecko20 Kanumaid CmaHo8Umscsa 8 0OUH
PAO ¢ Opyeumu aKmyaibHblMU 60NpOCAMU HAYUOHANLHO20 DA3GUIMUSL.
Cmoum He 3a6b18amb, 4mMo KayecmeenHblll U 3¢)hekmueHblil 4ero8edecKull
Kanumazi 80 MHO20 umeent 02pOMHOe IUAHUE HA PA3BUMUE UHHOBAYUOHHOU
IKOHOMUKU 20CYOapCmeaal.

Knrouesvie crnosa: seonoyus, meopus, ueioseweckuti Kanumal,
IKOHOMUYECKOE pa38umue, mexHoI02U4eckue Cosuu.
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