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THE IMPORTANCE OF HUMAN CAPITAL IN SUSTAINABLE ECONOMIC
DEVELOPMENT PROVIDING:
EUROPEAN EXPERIENCE AND THE LEGAL ASPECT

Abstract. In the current conditions of globalization changes, increased competition,
informatization of all spheres of public life, strategic development direction of Ukraine is to
develop innovative and investment socially oriented model of sustainable economic development.
Under such conditions, human capital is a key factor in enhancing the competitiveness of the
national economy; it is an asset that capable to provide the receiving of competitive advantage
through the use of unique human capabilities that in today’s information society is a driving force in
building and providing sustainable economic development. The accumulation and reproduction of
human capital should be considered as a strategic resource capable to ensure the sustainable socio-
economic and spiritual-intellectual development of society. It is relevant to study and use European
experience in implementing an action plan to ensure the sustainable development of the European
Union (EU) through the development and accumulation of human capital, in particular the «Europe
2020» strategy. It is found out that Ukraine has its own programs, strategies and action plans to
ensure sustainable economic development based on human capital. In order to determine the level
of development of human capital of Ukraine, the country’s position on this indicator in various
international rankings was analyzed. It is found out that Ukraine has formed national legislation
based on the Constitution of Ukraine, laws of Ukraine, presidential decrees, CMU decrees,
international agreements and other documents adopted by state authorities and provide for the
formation, development, reproduction of the basic components of human capital. Priority directions
of ensuring the liberal-democratic legal field of human capital development in the conditions of
innovation, technical and demographic challenges, development of the information society and
digital economy, globalization and intensification of international competition have been identified.

Keywords: human capital, investments, legislative support, sustainable development,
globalization.
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3HAYEHHS JIIOACBKOTI'O KAIIITAJIY B 3BABE3ITIEYEHHI CTAJIOT'O
EKOHOMIYHOTI'O PO3BUTKY:
€BPONEMCHKHUM TOCBIJI I TIPABOBU ACIIEKT

AHoOTaliss. Y Cy4acHHX YMOBax TIJI0Oami3allifHUX 3MiH, MOCHJEHHS KOHKYpEHIIIi,
iHpopMaTu3anii BCiX cdep CyCHUIBHOTO >KUTTS CTPAaTeTiYHUM HANpsSIMOM DPO3BUTKY YKpaiHU €
po30ya0oBa IHHOBAIIITHO-IHBECTHUIIITHOT COIIAIbHO CHPSIMOBAaHOI MOJENi CTaJOTO €KOHOMIYHOTO
PO3BUTKY. 3a TakuX YMOB KIIOYOBMM (DaKTOPOM MIJABHILEHHS KOHKYPEHTOCHPOMOMKHOCTI
HAI[IOHAJILHOT €KOHOMIKM BUCTYIA€ JIIOJICHKUN KamiTal SK aKTHB, IO 3JaTHUN 3a0e3MeduTH
OTPUMAaHHSI KOHKYPEHTHHX NepeBar Ha OCHOBI BUKOPUCTAHHS YHIKaJIbHUX JIIOJICBKUX 3M10HOCTEH 1
MOJKJIMBOCTEH, III0 B CYYaCHHUX YMOBax iH(POPMALifHOTO CYCHUILCTBA BUCTYIAE PYIIIHHOIO CHIIOIO
y po30yaoBi Ta 3a0e3medeHi CTaIor0 €KOHOMIYHOTO pO3BUTKY. Harpoma/keHHs Ta BiITBOpEHHS
JIOACBKOTO KamiTaly BHUCTYIA€ CTPATEridHUM pecypcoM, IO 3JaTHUN 3a0e3MeYuTH CTaIHi
COLIIAJIbHO-€KOHOMIYHUN 1 JTyXOBHO-IHTENEKTYaJbHUI pPO3BUTOK CYCHUIBCTBA. AKTYaJbHOCTI
HaOyBa€ JOCIIPKEHHSI Ta BUKOPHCTAaHHS €BPOMEHCHKOTO JOCBiAY IIOJO peanizauii miaHy i Ha
HUIAXY 3a0€3MeUeHHs CTaJoro po3BUTKY KpaiH — wieHiB €Bporneiicbkoro Corosy (€C) Ha 0CHOBI
PO3BUTKY Ta HarpoMaJUKCHHs JIIOJACHKOIO Karmitamy, 30Kpema crparerii «E€Bpoma 2020».
VYcranoBneHo, mo B YKpaiHi ICHYIOTH BJAacHI HporpamH, cTparerii Ta IjaHu Aid 1100
3a0e3MeUeHHs] CTaJIor0 EKOHOMIYHOTO PO3BHTKY HA OCHOBI JIIOJCHKOTO Kamitany. 3 METOlo
BU3HAYCHHS DPIBHS PO3BUTKY JIIOJCHKOTO KarliTaly YKpaiHu 3AiHCHEHO aHaji3 MO3WIil KpaiHHu 3a
IIUM TOKa3HUKOM Y PI3HUX MDKHApOJHUX pEeHTHHrax. YCTaHOBJECHO, IO B YKpaiHi copMoBaHe
HaIllOHAJIIbHE 3aKOHOJABCTBO, sIKE IPyHTYyeThcst HA KoHncTutynii Ykpainu, 3akoHax Ykpainu, ykazax
[Ipe3unenra VYkpainu, moctanoBax KMY, MDKHApOIHMX yrojax Ta IHIIMX JOKYMEHTax, IO
YXBaJCH1 JIEPKaBHUMHU OpraHaMu Biaau 1 3a0e3nedyioTh (OpMyBaHHS, PO3BUTOK, BIITBOPEHHS
OCHOBHMX CKJIQJIOBHUX JIIOJCHKOTO Kamitany. Bu3HaueHo mnpiopuTeTHI HampsiMu 3a0e3ledeHHs
ni0epanbHO-AEMOKPATUYHOTO TPABOBOTO TOJSL PO3BUTKY JIIOJCHKOTO Kamitalry B yMOBax
IHHOBALIITHO-TEXHIYHUX 1 JAeMorpadiuHUX BHUKIUKIB, PO3BUTKY iH(POPMALIHHOTO CYCHiIbCTBA Ta
1uppoBOi EKOHOMIKH, II00ai3allil Ta HOCUICHHS MIKHAPOAHOT KOHKYPEHIIIi.

Knrwouosi cnoea: moncbkuii Kamitan, iHBECTHI, HOPMAaTHBHO-TIPAaBOBE 3a0e3MedeHHs,
CTaJIMH PO3BHUTOK, III00ATI3ALS.
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3HAYEHUE YEJJOBEUECKOI'O KATIUTAJIA B OGECHEYEHUU YCTOUYHUBOI' O
IKOHOMMYECKOI'O PA3BBUTUA:
EBPOINENCKHIA ONBIT U IPABOBOM ACIIEKT

AHHoTaumMs. B COBpEeMEHHBIX YCIOBUSX TJIOOAIM3ALMOHHBIX HM3MEHEHUH, YCUJICHUE
KOHKYpeHIIMH, HWHpOpMaTU3aluil Bcex cdep OOIIECTBEHHONH JKM3HM  CTPAaTErMYECKUM
HAIpaBJIIEHUEM pa3BUTHUA YKpPauHbl SBISIETCd Pa3BUTHE HWHHOBALMOHHO-UHBECTHIIMOHHON
COLIMAJIBHO HAINPABJICHHON MOJEIN YCTOMYMBOIO 3KOHOMHUYECKOTO pa3BuUTus. [Ipu Takux ycioBusx
KJIIOYEBBIM  (aKTOPOM  TOBBIIICHUS KOHKYPEHTOCIIOCOOHOCTH  HALMOHAIBHOM  3KOHOMMKH
BBICTYIIAeT YEJIOBEUECKUI KamUTal KaKk aKTHB, CIIOCOOHBIH 00€CIeUnTh MOTYyYeHNE KOHKYPEHTHBIX
NPEUMYIIECTB HA OCHOBE HCIOJb30BAHMUSA YHUKAJIBHBIX YEJOBEUECKUX CIOCOOHOCTEH W
BO3MOJKHOCTEH, KOTOpPBHIH B COBPEMEHHBIX YCIOBHSIX HH(POPMAIMOHHOTO OOIIECTBA BBICTYIAET
IBIDKYLICH CHJIOH B pa3sBUTHM M OOECIEUYEHBl YCTOMYMBOTO SKOHOMHYECKOTO pPa3BUTHSL
HakomieHne M BOCHPOM3BOJCTBO  YEJIIOBEYECKOTO  KamuTajla BBICTYIAET B KadyecTBE
CTPaTETHYECKOTO  pecypca, KOTOPBIH  CIOCOOeH  00ecreuyuTh  YCTOWYMBOE  COIMANIBHO-
HSKOHOMHYECKOE M JTyXOBHO-MHTEIJUIEKTyalIbHOE Pa3BUTHE OOIIECTBAa. AKTYaJlbHOCTh NMPHOOpETaeT
HCCIIEA0BAaHUE U UCIIOJIB30BAHUE €BPOIICHCKOrO OIBITA IO PeAIM3alMy IUIaHA JACUCTBUN HA IIyTH
obecrieueHnsT yCTOMYMBOTO pa3BUTHs CTpaH — wieHOB EBpomeiickoro Coro3za (EC) Ha ocHOBe
pa3BUTHUS M HAKOIUIEHUS YEJIOBEUECKOIO KamuTajla, B yacTHoctu crpaterun «EBpoma 2020».
VYcTaHOBIEHO, YTO B YKpauHe CYIIECTBYIOT COOCTBEHHBIE IPOTPAaMMBbI, CTPAT€rMH U IUIAHBI
JEUCTBUHN MO 00ECIEYeHUIO0 YCTOMYMBOIO SKOHOMHYECKOTO PA3BUTHS HAa OCHOBE YEJIOBEUECKOTO
kanutana. C 1Lenpl0 ONpeAeneHUs YpPOBHS pa3BUTHUs YEJIOBEUYECKOrO KamnuTajla YKpauHbl
OCYILIECTBJIEH aHAIM3 MO3MIMU CTPaHbl MO JAHHOMY I10KA3aTEI0 B PA3IMYHBIX MEKIYHApOIHBIX
peTuHrax. YCTaHOBJIEHO, 4YTO B YKpaWHE C(POPMHUPOBAHO HAIIMOHAIBHOE 3aKOHOIATEIbCTBO,
ocHoBaHHOe Ha KoHcTuTynuu VYKpauHbl, 3akoHax YKpauHbl, yka3ax Ilpesunenta VYkpauHsl,
noctaHoBiaeHus X KMYVY, MexayHapoAHBIX COTJIAIIEHUAX W JAPYrUX JOKYMEHTaX, IPUHATHIX
rOCyJapCTBEHHBIMH OpraHaMH BIJIACTH, KOTOpbIE OOecreynBaoT (OPMHPOBAHUE, PA3BUTHE,
BOCIIPOM3BOJICTBO ~ OCHOBHBIX  COCTAaBJSIOLIMX  YE€JIOBEUECKOro  kanutana.  OmnpenencHsl
NPUOPUTETHBIE HANpaBICHUs oOOecredyeHus: JMOepaaIbHO-IEeMOKPATHYECKOTO IPABOBOTO IOJIS
Pa3BUTHS YEJIOBEYECKOTO KalUTalla B YCIOBUSAX WHHOBAIIMOHHO-TEXHUYECKUX U AEMOTpapHUECKUX
BBI30BOB, pa3BHUTUs WH(POPMAIMOHHOTO oOO0IIecTBa M MU(POBONM AKOHOMUKH, TIOOATH3AIUU U
YCUJICHUSI MEXAYHAPOAHON KOHKYPEHIUH.
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Formulation of the problem. In the current conditions of innovation and information
development, the need to implement the main directions of Ukraine’s European integration strategy,
to ensure social, economic, scientific modernization, there is a need to provide the development and
investment reproduction of human capital, as the main asset, which is the basis for ensuring
sustainable development of the economy on the basis of production and usage of intellectual
technologies and innovations, informatization of all spheres of public life. The transition of Ukraine
to the information society, and next to the knowledge economy requires the innovative development
of the economy in order to prevent further lagging behind the developed countries, enhancing
international competitiveness in the world market, improving the quality of life, the use of modern
information-communication, intellectually-innovative technologies that are capable to reduce
production costs or improve service quality.

The aim of the study. The aim of the scientific article is to study the role and importance of
human capital in the implementation of the concept of sustainable development of the country on
the basis of the analysis of European experience and legislative support.

Main results of the study. Under such conditions, human capital should be regarded as a
key factor in implementing the UN sustainable development concept [1]. According to which a
person should be the in the spotlight both nationally and internationally. Human capital is
considered to be a factor that provides sustainable development, and its accumulation is the basis
for continued technological progress, a mean that can reduce economic deficits and ensure the
optimal transformation of natural resources into production ones through the use of intellectual and
innovative technologies.

Under these conditions, the development, accumulation and reproduction of human capital
appears as a strategic resource capable to ensure the sustainable socio-economic and spiritual-
intellectual development of society. The particular relevance is the necessity to study the European
experience in implementation the action plan to ensure the sustainable development of the of the
European Union (EU) countries on the basis of the development and accumulation of human
capital.

The analysis of scientific literature shows that the key importance of human capital in
ensuring sustainable development has been reflected in the EU 2020 model of the Europe 2020
strategy, which was updated in 2010 and was aimed to develop an economic development strategy
for the next 10 years — «Europe 2020 : a strategy for smart, sustainable and inclusive growth» [2].

The strategy’s objective was to achieve a long-term improvement in the quality of life
through the formation of sustainable communities capable of managing and effectively usage and
consumption of natural resources, enhancing the environmental, social, innovation potential of the
economy, prosperity and unity of society. The main objective of the strategy is to improve the living
conditions of the person on the basis of ensuring economically efficient, socially just and
economically pure sustainable development of the state. The Europe 2020 strategy is based on three
key elements:

- Smart growth — developing an economy based on knowledge and innovation.

- Sustainable growth — promoting a more resource efficient, greener and more

competitive economy.

- Inclusive growth — fostering a high-employment economy delivering economic, social

and territorial cohesion [2].

In order to ensure the implementation of the strategy, a number of necessary measures have
been developed, including:

- an innovation union creation by combining efforts for production and implementation of
innovations in the productive and non-productive spheres, which will help to increase jobs and
grow the economy;
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- to improve young people’s entry into the labour market through integrated action covering
I.a guidance, counselling and apprenticeships;

- promotion of the development of digital technologies: widespread use of high-speed
Internet, development of digital commercial space, deployment and usage of modern accessible
online services (e.g. e-government, online health, smart home, digital skills, security);

- expedient use of resources in Europe — rational use of exhaustive resources, transition to
renewable energy sources, modernization of the transport sector, etc.;

- a plan creation for the development of new abilities and jobs based on the modernization of
labor markets, promotion of labor mobility, creation and provision of new opportunities for the
development of abilities, skills, acquisition of new knowledge for employment;

- implementation of a European policy on poverty alleviation, which is based on economic
growth increase and the population employment rate increase on EU territory [2].

So, we can state that in the current «Europe 2020» strategy, the concept of human capital is
key to achieve the goals set.

Ukraine has also adopted a sustainable development strategy «Ukraine 2020», approved by
the presidential decree in January 2015 [3].

The strategy defines the purpose, vectors of movement, main priorities and ways of their
achievement in social, economic, legal, political, defense spheres, defines four vectors of
perspective development of the country:

- development vector — ensuring sustainable development through structural reforms and,
as a consequence, improving quality and standard of living, economic development
based on innovation;

- security vector — providing guarantees for the security of the state, economic entities,
citizens, private property and investments;

- responsibility vector — guaranteeing the right of every citizen regardless of gender, age,
race, religion, language, belief, ethnic origin, etc. to receive high quality education,
health care social protection and security, other state guaranteed services;

- pride vector — ensuring mutual respect, tolerance in society, pride in one’s own state, its
history, language, culture, science, sport.

The implementation of the four vectors of prospective development provides holding 62
reforms, however, it should be noted that most experts are skeptical of this strategy, since the
number of reforms and programs that are planned to be implemented within the specified period is
large enough that can negatively affect the national government and slow down economic growth,
requires considerable financial and human resources.

At the same time, human capital development is mentioned as a major result of the
Government’s activities in the mid-term priority agenda of the Government until 2020 [4],
according to which one of the main tasks of the CMU is to ensure the improvement of standard of
living of the population through sustainable economic development, in particular on a base of
human capital development through reforms in education, health, social protection and welfare. The
main priorities which are identified in the plan, relate to the need to reform the health care system,
the system of education, implement pension reform and create an effective system of social support
and assistance to the population. Indicators for achieving the goals set by the Government should
be: an increase in the human development index, including entry to the top 50 countries, a 15%
poverty reduction by OECD methodology and a 10% mortality rates reduction.

In order to better understanding the situation, it is necessary to analyze Ukraine’s position by
the indicator of the human capital development in international rankings.

The uncertainty of the sustainable economic development strategy of Ukraine is evidenced by the
assessments of the world ranking of national economies, which is published annually by the World
Economic Forum (WEF). The results of this study are presented in «The Global Competitiveness Report.
World Economic Forum 2017-2018». According to the 2017 Report, Ukraine has narrowed its position by
4 points and ranked 81% place in the Global Competitiveness Index (GCI). The worst results were by the
Labor Market Efficiency component (minus 13 points). Also, Ukraine has lost its positions in the
evaluation of the innovative component of the Index — (minus 9 points), infrastructure (minus 3 points)
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and the component characterizing higher education and training (minus 2 points) [5]. Stable GCI leader
Countries are Switzerland, Singapore, USA, Netherlands, Germany (Table 1).

Table 1
Ranking of countries by components of the GCI in 2017—2018 (rank among 137 countries) [5]
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1. Switzerland 5,86 79,242.3 3 2 5 1 2
2. USA 585 « 57,436.4 83 29 3 3 6
3. Singapore 571  52,960.7 18 3 1 2 14
4, Netherlands 566 = 45,282.6 14 4 4 13 3
5. Germany 565  41,902.3 12 13 15 14 8
6. Hong Kong 553  43,528.0 6 26 14 4 9
7. Sweden 552 51,1645 4 20 18 20 5
8. United Kingdom 551  40,095.9 68 17 20 6 4
81.  Ukraine 4,11 2,194.4 121 53 35 86 81

A characteristic feature of the leading countries in the IGC is the predominance in the
structure of production of innovative and high-tech work, the level of technology, which is a sign of
the formation and development of highly skilled human capital of the information society. In
addition, WEF analyzes the level of human capital development based on the calculation of the
Global Human Capital Index. According to the WEF Report, only 25 countries in the world use
more than 70% of their human capital, about 50 countries use about 60—70%, 41 countries use
50—60% of their human capital, and the Global Human Capital Index of Ukraine in 2017 was 71,
27 or 24 place in the ranking [6]. This index consists of four main blocks, which are rated by age:

1. capacity (mental abilities): literacy of the population, coverage level of primary,
secondary and higher education;

2. deployment: labour force participation rate, employment gender gap, unemployment rate,
underemployment rate;

3. development: primary education enrolment rate, quality of primary schools, secondary
education enrolment rate, secondary enrolment gender gap, vocational education enrolment rate,
tertiary education enrolment rate, skill diversity of graduates, quality of education system, extent of
staff training;

4. know-how: high-skilled employment share, medium-skilled employment share, economic
complexity, availability of skilled employees

The results of calculations of the ranking on the global index of human capital are
represented in the table (Table 2).

Table 2
Global Human Capital Index 2017

Country Total Index Capacity Deployment Development Know-how

Rank Score Rank Score Rank Score Rank Score Rank Score
Norway 1 77.12 13 80.46 24 73.18 6 82.63 6 72.22
Finland 2 77.07 8 81.05 68 65.09 1 88.51 2 73.62
Switzerland 3 76.48 28 76.36 42 69.12 2 84.87 1 75.57
USA 4 74.84 22 78.18 43 68.72 4 83.45 13 68.99
Denmark 5 74.40 16 79.37 34 71.41 14 78.65 17 68.18
Germany 6 74.30 29 76.33 40 69.52 12 79.38 7 71.96
New Zealand 7 74.14 18 78.92 27 72.76 8 80.38 22 64.50
Sweden 8 73.95 31 76.21 39 69.60 16 77.10 3 72.89
Ukraine 24 71.27 5 81.70 31 72.65 38 71.47 38 59.26

Source: [6].
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According to the results of the table it can be concluded that the highest rating of Ukraine by
the sub index of capacity is the 5th place, the worse situation is with sub indexes development and
know-how — 38th place. The results of the rating indicate the existence of competitive advantages
for the educational component of human capital and at the same time weakness of all other
components, which in turn requires adjustment measures to improve the situation. At the same time,
it should be noted that in 2018 Ukraine worsened its ranking according to the index of human
capital, which was 76.21 and was almost at the level with such countries as Poland, Slovakia, Czech
Republic, Israel, South Korea, at the same time, the average GDP per capita in these countries is
about 30 thousand dollars, while in Ukraine — only 8970 dollars, that is, more than three times less

[7].

In addition, it is necessary to analyze the UNDP’s Human Development Index (HDI), which
is determined on the basis of three basic human needs: living a long and healthy life, access to
education, and access to decent living standards. Based on these needs, an indicator of human
development is determined, including life expectancy, an integral indicator of educational
attainment, and a standard of living based on real GDP per capita. Based on the analysis of the HDI
of Ukraine in the dynamics we can conclude that the country belongs to the countries with high
level of human development, however, its place is one of the lowest among the EU countries (Fig.).
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Fig. Dynamics and forecast indicator value of the HDI of Ukraine

According to the report Ukraine ranked 88th position among 189 countries in the world with
an indicator value (HDI) 0.750 in 2018, while in 2017 the HDI was 0.751 [8].

From the above figure 1 we can conclude that there is a likelihood of further reduction of
Ukraine’s HDI under conditions of the absence of reforms which were worked out in the middle-
term priority plan of the Government until 2020 and in «Ukraine 2020» Strategy.

At the same time, it should be noted that the analysis of legislative acts of Ukraine testifies
to the existing national legislation, which ensures the formation and development of the basic
components of human capital. In particular, in the Constitution of Ukraine the person is recognized
as the highest social value Art. 3, recognized the right of every citizen to have an education Art. 53,
health care, medical care and health insurance Art. 49 [9]. A number of legislative acts have been
adopted to ensure the formation, development, reproduction of the human capital of Ukraine, in
particular the Law of Ukraine «On Education» [10], the Law of Ukraine «Fundamentals of
Legislation of Ukraine on Health Care» [11], the Family Code of Ukraine (No. 2947- 111) [12], the
Law of Ukraine «On Employment» [13], the Law of Ukraine «On Basic Principles of Information
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Society Development in Ukraine for 2007—2015» [14], a number of decrees of the President and
CMU Resolutions on Human Capital Development.

The core of human capital are the knowledge, skills and abilities that can create added value
for the economy, material and social effects for the individual. That’s why formal and non-formal
education is a field of human capital production, and investment in it is considered to have long-
lasting effects. There is an opinion that education affects the level of income of a person by 60%
and, as a consequence, has a clear impact on the overall level and quality of life of the population.
That is why the analysis of normative and legal support of functioning of the sphere of education, as
a base of formation and accumulation of human capital, its high level of competitiveness becomes
especially relevant.

The main legislative act in the field of education is Law of Ukraine «On Education», which
provides for the regulation of social relations in the field of education, upbringing, scientific,
professional, and cultural training of citizens of Ukraine [10]. Art. 78 of the Law of Ukraine «On
Education» defines the amount of financing of education in the amount of 7 % of GDP, however, it
should be noted that the real volumes do not correspond to the declared ones, for example in 2017
the sphere of education was financed from the state budget in amount of 177,7 billions UAH or 6%
of GDP, in 2016 — 5.4% of GDP, in 2015 — 5.7% of GDP [15, p. 132].

At the same time, in addition to the above mentioned law, there are a number of state
education development programs, CMU resolutions and presidential decrees.

Special attention should be paid to the Law of Ukraine «On Higher Education» [16], as
higher and vocational education provide the capitalization of human potential in the context of the
consistency of the market of educational services to the labor market and employment of graduates
by profession. Otherwise, human capital is transformed into a zero asset, no return on investment
occurs, and the individual is forced to obtain another education for the purpose to find employment
and obtain higher social and economic effects.

The main problem of the modern system of vocational and higher education is that it is
oriented in its activity not to the labor market, but to the educational services market in its simplest
sense — the scope and profile of specialists’ training meet the demands of the society on
educational services without taking into account the needs of the labor market. As a result, there is
an imbalance and mismatch between the education market and the labor market due to the lack of
interconnection.

In January 2017, the Law of Ukraine «On Amendments to the Law of Ukraine» On Higher
Education «Regarding Employment of Alumni» came into force [17], according to which it was
cancelled the condition that determined that the graduates of high education institution have to
work out for their education (the preparation) which was carried out by the state. In other words it
IS mean that the state practically removed itself from employment of graduates, they are free to
choose a place of work. Thus, public funds are used for training professionals who are not in need at
the labor market, that is mean that public funds are ineffective, human capital is converted to zero
asset or used unproductively.

The above made conclusions can be testified by the fact that almost every second Ukrainian
who has received higher education does not work by profession [15, p. 122]. According to research
by the Chartered Institute of Personnel and Development (CIPD), Ukraine ranks fifth position
among European countries, where graduates do not work in the specialty (by profession).

A noteworthy the study by the Studway portal [19], according to which almost half of
Ukrainians did not find a job according to the specialty they gained at the university, 65% of
Ukrainians work in the specialty (by profession) but have a desire to change their profession, 32%
do not work in the specialty at all, among the main reasons for this situation are low wages in the
specialty, complexity or even inability to get a job in the specialty, etc.

It should be noted that a number of steps have been taken in 2018 to reform education
funding, including the creation of a new model of higher education funding that would allow more
efficient use of budgetary funds. Amendments to the Budget Code 2018 set out the principles for
the distribution of public funding between the higher education institution (HEI) of the 3rd — 4th
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accreditation level on the basis of the development of a formula that would take into account the
number of students, the cost of educational services in different specialties, the scores of External
Independent Evaluation (EIE) of applicants (entrants) and quality indicators of the educational and
scientific activities of the HEI. At the same time, experts point out the existence of a number of
shortcomings in the developed formula and the need for its improvement [15, p. 146].

The Law of Ukraine «On the State Budget for 2018» also had risks for the formation and
development of human capital [20], for example Art. 24 obliged local authorities to provide priority
funding for colleges at the expense of local budgets or universities, such steps can lead to further
significant reduce of the number of vocational schools; to the degradation of the labor market,
because recent analytical studies show that the labor market chronically lacks highly skilled
workers, as a result, the absence of domestic highly skilled specialists leads to the invitation of
foreigners to work in Ukraine; migration volumes increase. In addition, such actions violate the
Constitution of Ukraine in terms of accessibility of education, because due to lack of funds in local
budgets, local authorities may close vocational education institutions, and it should be noted that
different cities have different levels of budget revenues

Conclusions. Therefore, based on the conducted research, it can be concluded that the
reform of the human capital development system continues in Ukraine on the basis of the
improvement of legal and regulatory support through the implementation of strategies and reforms
in the key spheres which provide the formation, development and reproduction of human capital.
Such measures are driven by globalization processes and the development of STP, that is why
investment in human capital is of particular importance, as a high level of education is capable to
provide high social effects for both individuals and society, to ensure economic growth and
transform education into a profitable investment.

Domestic legislative support for the development of human capital is based on the
Constitution of Ukraine, laws of Ukraine, presidential decrees, CMU decrees, international
agreements and other documents adopted by state authorities. However, it should be noted that there
are shortcomings in the newly adopted legislative documents and regulations, in particular, the
absence of a human capital development strategy in the Ukraine 2020 strategy, non-compliance by
the subjects of economic relations with the rules of the current legislation, the possibility of
violating the Constitution of Ukraine by adopting controversial amendments to the Budget Code
2018, inability to exercise the statutory rights and guarantees of citizens for education, health care,
social protection and welfare, etc.

During the years of independence, considerable work has been done in Ukraine to create the
liberal-democratic legal framework for the development and reproduction of human capital, but it
should be noted that in today’s dynamic changes and development of the digital economy, it is
necessary to ensure the quality increase of human capital under conditions of innovation, technical
and demographic challenges; to create a basis for technical and technological modernization,
digitization, increase of labor productivity and quality of workplaces; to provide an understanding
of the importance of education as a tool for maintaining social stability in a highly unpredictable
and uncertain future.
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