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ABSTRACT

The paper deals with the main stages of the formation of the theory of human capital in works of L. Walras,
J.M. Clark, F. List, D. Ricardo, and J. McCulloch who showed the influence of the theories of marginal
utility, supply and demand, costs, etc. on the development of human capital. The source of the nation's wealth
is "mental capital”, i.e. discoveries, inventions, achievements in science and art. G. McLeod emphasized the
importance of employee competence, A. Marshall introduced the concept of "personal capital".

The essence of human capital is understood ambiguously: a) it is a person as a set of characteristics, b) only
his ability to work. The transition to innovative production, an increase in the share of intellectual, highly
professional labor costs, etc. contributed to the formation of a full-fledged (classical) theory of human capital.
In parallel, the institutional theory of human capital was formed, in which a special role was given to the
social environment. On its basis, the foundations of other areas of human capital theory were laid, such as the
economy of education, knowledge, and intellectual property. Human capital has been interpreted in an
expanded way.
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1. INTRODUCTION

The foundations for the formation of the concept of human
capital were laid in the works of the founders of classical
economic theory: W. Petty, A. Smith, and D. Ricardo.
They were the first to introduce into science the ideas of
the importance of the labor force, human abilities, and
education for the growth of the country’s wealth and its
population.

W. Petty was the first to introduce and explore the
category of "living acting human forces" [1]. On the one
hand, he considered it in the context of national wealth,
being the most important factor in the growth of the
country's wealth, and on the other hand, as an integral part
of it. A. Smith emphasized the predominant role of human
abilities in relation to the material factors of production.
He wrote: "An increase in the productivity of useful labor
depends, first of all, on the dexterity and skill of the
worker, and then on the improvement of the machines and
tools he works with" [2]. D. Riccardo noted the necessity
and role of education of a person and population in the
economic growth of the country [3].

The ideas of the founders of the world economic thought
about the "human factor" of the economic development of

society were later used by Karl Marx. Having agreed with
the ideas of the founders of classical economic theory
about the role of labor in the economy, he understood
labor as "a set of physical and spiritual abilities" of
workers that are used in the production process [4].
However, Marx further developed these ideas. He justified
the need and importance of using special production and
significant investments in creating a workforce.

Currently, some major experts believe that many modern
economists completely ignore the ideas of Marx about
labor theory of value in matters of disclosing the essence
and content of the category of "human capital”. It’s hard
for us to agree with that. Working in the era of industrial
society, already at that time Karl Marx called the person
himself the main capital. In the era of post-industrial
society, the category of "human capital” is filled with new
qualitative content.

2. METHODS OF RESEARCH

The following methods of economic research have been
used in the paper: historical and logical, analysis and
synthesis. These methods are usually used as
complementary methods. The article analyzes the socio-
economic problems of the formation of the theory of
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human capital, identifies the main stages of its evolution,
and the historical sequence of their formation and
transformations. At the same time, logical generalizations
have been made that allow us to evaluate these processes
as a whole and draw general conclusions. Thus, the
historical approach makes it possible to substantiate
logical assumptions and generalizations.

We also used positive and normative analysis, which, on
the one hand, is descriptive, but, on the other hand, allows
us to formulate normative statements that are advisory in
nature. Besides complementary methods, induction and
deduction were used.

3. RESULTS

The formation of the theory of human capital dates back to
the mid-twentieth century, to the historical period of
economic development, when the differences in the rate of
economic growth between some industrialized and
underdeveloped countries increased sharply.

From the end of the 18th century to the beginning of the
20th century, a significant contribution to the development
of the theory of human capital was made by L. Walras, J.
M. Clark, F. List, J. McCulloch, G. D. McLeod, A.
Marshall, J. S. Mill, Sh. Say, J. H. Thiinen, T. Winstein, J.
S. Walsh, 1. Fisher, and W. Farr.

The Swiss economist Leon Walras, the founder of the
theory of marginal utility, tried to combine the principle of
marginal utility with the theory of supply and demand and
the theory of production costs. By deeply examining
production costs, he showed the role of living labor in their
formation [6].

The American economist John Maurice Clark showed the
role of state regulation of labor and theoretically justified
the feasibility of implementing a number of government
measures for economic regulation of the labor market in
relation to developed countries [7].

In accordance with the economic teachings of the German
economist Friedrich List, the main source of the nation's
wealth is "mental capital”, i.e. discoveries, inventions,
achievements in science, art, etc. [8]. F. List believed that
the welfare of the nation depends not on the amount of
wealth, but on the productive forces that create this wealth.

The English economist John Ramsay McCulloch,
developing the teachings of D. Ricardo, noted that the
worker is an important participant in the labor process and
at the same time a commodity owner. The deep roots of
modern ideas of social partnership originate from the ideas
of J. McCulloch.
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The English economist and lawyer Henry Dunning
McLeod considered exchange relations as the main source
of social value. He assigned a special role in the economic
growth of the state to credit and banking operations. In this
regard, the competence of the employee such as their
knowledge, experience, and mental abilities in these areas
played a decisive role in the prosperity of the population
[10].

L. Walras, J. McCulloch, J. H. Thiinen, T. Winstein, W.
Farr, and I. Fischer were of the opinion that human capital
is the person himself, and not his qualities such as
education, abilities, etc. Later, this position was held by A.
Marshall. He introduced the concept of "personal capital”,
referring to a person with physical strength, abilities, and
skills that contribute to the growth of labor productivity
[11]. However, in general, A. Marshall's economic views
rejected the concept of human capital as a defining, basic
concept in the system of economic relations.

Other economists, such as F. List, J.S. Walsh, J. S. Mill
under human capital understood not the person himself,
but his ability to work, i.e. education, qualifications, skills.
Some abilities are natural, others are acquired by a person
in the process of their life activity. This position was
developed in the economic views of R. Dornbush, S.
Fischer, and K. Shmanlezi, who attributed to human
capital not only the physical and labor abilities of a person,
but also their spiritual and ideological features such as
cultural, psychological, and moral ones. An important role
was played by personal characteristics of the individual in
the context of social environment, during the process of
making management decisions, by their readiness to take
responsibility, as well as their concentration and
determination in the most complex and unusual situations.
Currently, this is the basic idea of many management
specialists in the formation of the image of a modern
manager in an organization, including the one at the level
of senior management of an economic entity.

Since the early 1900s, economists working within the
framework of the concept of human capital have made the
first attempts to quantify the effectiveness of human
capital in the economy. They began to widely use
economic, mathematical and statistical tools in such issues
as human value, the impact of the national education
system on the country's economic growth, family costs
associated with rising economic value of a person, the
formation and use of public spending necessary for the
upbringing and education of the population. A great
contribution to the study of these issues was made by L.
Dublin, F. Cram, I. Fischer, and S. H. Forsyth. Certain
provisions of the economic views of these major
economists were used later in the formation of the modern
theory of human capital.
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The formation of the theory of human capital as an
independent scientific field is connected with foreign
studies of the 60s of the 20th century. This was facilitated
by the special socio-economic conditions prevailing in the
second half of the last century such as:

1. The transition to innovative production as a result of
high achievements of scientific and technical progress.
This led to an increase in the role of complex work and
special skills of workers, which in turn led to a change of
the role and place of labor in the production process.

2. As a result of profound changes in the content of
production processes in many areas of public life, the
share of intellectual, highly professional labor costs of
employees has become increasingly important in the
structure of the cost of the final product. The high material
intensity of the product in many economic processes has
become inferior to the high "intellectual and professional
intensity” (which in practice is manifested in the growth of
labor intensity, business income, public funds, etc.).

3. Acceleration of the processes of humanization of social
and economic relations in the most developed countries of
the world, the stability and credibility of the "idea of
human value" at all levels of economic management — in
social and economic systems of different types and kinds.

4. Accumulated theoretical and methodological potential
of human capital concepts in world economic thought. It
made it possible to critically assess the state of scientific
thought in the field of human capital concepts and create a
new independent scientific direction-the theory of human
capital- on the basis of them, taking into account the new
socio-economic conditions in society.

The founders of the modern theory of human capital are
Nobel Prize winners in 1979 and 1992, American
scientists and economists T. Schultz and G. Becker
respectively.

The first definition of human capital belongs to T.
Schultz. His fame is associated with the publication in the
open press of two works in 1960 and 1961: "Formation of
education capital" [12] and "Investments in human
capital”. In the work "Investments in human capital”, T.
Schultz wrote: "The concept of capital comes from the
presence of something that really exists, which has the
economic ability to provide future services that have some
value. Understanding capital as something that provides
future services allows us to proceed with the subsequent
division of the whole into two parts: human and non-
human capital." [13]

The concept of human capital by T. Schultz is reduced to
several key points.
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1. "Human capital” is an additional source of income that
is created with the help of knowledge, skills, and abilities
of a person.

2. Education is one of the forms of capital, the most
important factor that provides economic growth and at the
same time a separate source of growth, i.e. outside
institutions, subjects of the institutional environment.

3. The capital of education is human capital because it is
inseparable from a person.

4. Education as capital is a source of future satisfaction
and (or) earnings.

5. To improve the quality characteristics of the workforce,
additional investments in education are needed.

6. Investing in education is one of the investments in
production factors that create a surplus product.

G. Becker developed the theory of human capital. He
made the greatest contribution to this scientific field and is
therefore considered to be the universally recognized
creator of the scientific school within the framework of the
concept of human capital. In his book "Investing in human
capital”, published in 1962, Harry Becker wrote that
human capital is formed by investing in people. Among
the main areas of investment, he considered education,
training in the workplace, health care costs, migration,
search for information about prices and income [14]. In
his opinion, these expenses contribute to the development
of productive power, intellectual and cultural potential of a
person in various ways.

Soon, G. Becker's book "Human capital: theoretical and
empirical analysis" published in 1964 was recognized as
"classics” of the theory of human capital. It became
fundamental for further research by G. Becker and his
followers, including representatives of other schools of the
concept of human capital. Thanks to G. Becker and his
followers, the validity of the ideas of profitability of a
high-quality educational system for the national economy
in the long-term time interval was proved. This was the
basis for approving and implementing the policy of state
investment in education.

The concept of "human capital® in science is very
ambiguous. Thus, the Nobel Prize winner in Economics G.
S. Becker considered human capital inseparably with its
owner — the employee. By human capital, he understood
the stock of knowledge of the employee, during whose
labor process an increase in income is formed [15]. This
implies that the process of productive consumption of
human capital is inseparable from its owner. The condition
for obtaining income from human capital is the labor effort
of the employee. The amount of human capital is
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measured in monetary units and is determined by the
amount of investment in education, health care, etc.[16].

Defined by G. S. Becker the three main forms of human
capital manifestation, such as general knowledge, special
knowledge and other types of knowledge coexist and have
non-identical material (investment) security [17].

General knowledge (common human capital) of an
individual is formed as a result of the implementation of
the educational function of the family, the upbringing and
education services of secondary and higher education
institutions. The income received from general knowledge
is assigned directly to the knowledge holder or to members
of his/her family — those who simultaneously act as
investors of the common human capital.

Special knowledge (special human capital) is formed and
accumulated in the course of labor activity at a specific
production site. It is often identified with the experience
and skills of a specialist within the framework of his/her
work in this organization. Investors of special knowledge
are both its owner and the business entity in which the
specialist works.

Other types of knowledge (other human capital) are
formed as a result of an individual's ability to work with
information products and services in search of finding a
more promising place of work for a given specialist.

Recent publications by G. Becker were devoted to the
results of further research by scientists of his school [18].
They are related to the assessment of specific forms of
human capital. If Becker's first works were devoted to the
theory of the functioning of general human capital, then
publications of the 90s were devoted to the theory of the
functioning of special human capital. The latter is non-
transferable and operates in a limited space, i.e a company
where the corresponding staff works. It has knowledge and
skills due to the action of factors that affect the production
and development of special human capital — professional
training of employees, in which an employer is really
interested.

In general, the Becker school was formed and further
developed within the framework of classical economic
theory. However, in parallel with it, the institutional theory
of human capital "began to gain momentum”. M.
Collingsworth, K. Lancaster, M. Will, R. Willis
investigated the issues of economic return on human
capital in the conditions of functioning of social
institutions and transformational processes of the
institutional space development.  They successfully
substantiated the feasibility of using an institutional
approach in the theory of human capital and proved the
real role of non-economic factors affecting the quantitative
and qualitative characteristics of human capital. Moreover,
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a special place in the functioning of human capital was
given to the social environment and social interactions.

In the 1970s-1990s, two approaches to assessing the
economic role of education at different levels of economic
management were recognized in the wide scientific
community.

1. The method of cross-country comparisons. It was
successfully tested by A. Andersen, S. Bennett, M. Bohm,
M. Kaiser, and D. McClelland. Its idea is to apply
international statistics and take into account the features of
the functioning models of different types of States. In this
case, we are talking about managing socio-economic
systems at the mega- and macro levels of management.

2. The method of accounting for production requirements.
Its authors were A. Berg, V. Rawlins, and J. Scoville, L.
Willman, S. Bowles, D. Gordon, G. Gintis, R. Edwards.
The method assumed maximum consideration of the
interests of companies in the implementation of their goals
and objectives. Thus, an attempt to quantify the
importance of education in the economic performance of
business entities was made at the micro level of
management.

In the 1980s, research continued on the effectiveness of
using specific human capital. In particular, a
comprehensive analysis was made of the relationship
between companies' additional investments in personnel
education, the dynamics of their salaries, geographical
mobility of employees, and the efficiency of their work in
the workplace [19].

At the turn of the last century, foreign researchers
analyzed the impact of investment in education on specific
forms of human capital at the level of corporate
governance of a firm in developed economies. During this
period, the works of K. Wang, G. Grayson, N. Gerland, J.
Mintzer, O. Nordhaug, G. Psacharopoulos, and T. Schultz
were published. In particular, they attempted to use the
idea of the "value" of human capital in the practice of
managing education and skills of the workforce. During
this period, the economy actively expanded into sociology,
cultural studies, and computer science [20].

Based on many years of research on the theory of human
capital, L. Thurow summarized its results. "People's
human capital is their ability to produce goods and
services" [21]. According to this interpretation, a person
who does not realize these abilities also has human capital.
At the same time, L. Thurow noted that the possession of
human capital is not an innate property of a person.
Natural inclinations, abilities of a person are considered by
him as a factor in the formation and accumulation of
human capital [22].
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Thanks to many years of research by foreign scientists, the
theory of human capital became a universally recognized
scientific field in the world, which began actively studied
in educational institutions. On the basis of this direction,
the foundations of other areas of knowledge were laid, e.g.
the economy of education, the economy of knowledge, and
the economy of intellectual property. Human capital was
interpreted in an expanded way. Somewhat later, this was
used first by Soviet and then by Russian scientists.

In the so-called "era of stagnation" in the USSR, a number
of outstanding works by Soviet scientists who critically
evaluated the achievements of foreign experts in the field
of human capital theory from the angle of the political
economy of socialism appeared. Among them are works
by V. I. Basov, V. S. Goylo, A.V. Dainovsky, R. I.
Kapelyushnikov, V. P. Korchagin, V. V. Klochkov, V. I.
Martsinkevich. Thus, for example, R. I. Kapelyushnikov
believes that human capital is a certain stock of
knowledge, abilities and motivations that are inherent in a
certain person. On the one hand, they require the diversion
of funds to the detriment of current consumption, and on
the other hand, they are reliable sources of earnings and
income in the future [23].

4. CONCLUSION

In Russian science, the theory of human capital began to
be studied in a fundamental way only from the early
1990s. It was the time of the beginning of the
implementation of radical economic reforms in Russia.
During this period, the first fundamental works in this field
appeared by S. A. Dyatlov, A. I. Dobrynin, I. V. llyinsky,
R. I. Kapelyushnikov, M. M. Kritsky, and V. T.
Martsinkevich.

In 1991, M. M. Kritsky was one of the first Russian
scientists to publish a fundamental study of the theory of
human capital. He considers human capital as “a universal
and concrete form of human activity assimilating previous
forms (consumer and production) that are adequate to the
epochs of the appropriating and producing economy, and
realizing it as a result of the historical movement of human
society to its present state” [24].

We adhere to the broadest understanding of human capital,
given first by the famous American economist Theodore
Schultz, according to which it is proposed to consider
human capital as a set of the most valuable useful human
qualities inherent in an individual [25].

Special attention should be paid to the concept of
profitability of a high-quality educational system. This is
particularly important at present, in terms of a certain
collapse of higher education in the Russian Federation,
when there is a reduction in the number of institutions and
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the volume of workload, especially in fundamental and
humanitarian disciplines. Human capital includes both
special and general knowledge and skills. The value of
human capital can be measured even in monetary terms.
Its size is determined by the amount of investment in
education, health care, etc. [26]. In this regard, Russia lags
far behind a number of developed countries and China.
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