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ABSTRACT

The purpose of the article is the study of health capital as the basis for the formation of human capital. The authors
consider health capital as a new factor in economic growth in modern conditions. It is concluded that there is a high risk
of a shortage of health capital due to high mortality, low fertility, and low life expectancy. There is also a shortage of
investment in health care. The regional features of the development of the health capital of Ukraine in modern conditions
are analyzed. The existence of regional differences in the formation of health capital is proved. The inconsistency of
regional and national interests regarding the strategy of state regional policy is revealed. It is concluded that regional
priorities should be such as to save and increase the health capital of health.
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INTRODUCTION

Current economic reforms in Ukraine show the importance of human capital as the most valuable resource and basis for
the development of high-tech industries. Much research has been done on education capital asset as an important factor
in the formation of human capital. However, health capital asset, as an integral and essential part of human capital, is
another main focus for scientists. The formation and development of human health capital is a key priority in strategic
development. It allows increasing the competitiveness of the economy in the globalized environment. Unfortunately, the
existing health capital of the Ukrainian regions is rapidly devaluing, which is reflected in a high level of natural
depopulation and the decrease in life expectancy. The armed conflict in eastern Ukraine and the temporary occupation of
the Autonomous Republic of Crimea adds complexity to the situation in the country. The key to effective functioning of
the Ukrainian society in general and modernization of the regional economy is the sound management of regional socio-
economic development including development of health capital asset.

Literature review. Theoretical basis of this work includes the works of M. Grossman, J. Gallup, P. Lorenzen. In
Ukraine, such researchers as O. Grishnova, M. Dolishnii, A. Kolot, E. Libanova, L. Lisohor, O. Makarova, D.
Melnychuk, V. Novikov, M. Semykina, L. Tkachenko, A. Chukhno and others made a significant contribution to the
development of the provisions of the theory of human capital.

They characterized the content of the economic category "human capital”, analyzed its structure and condition, and
identified its role, in particular, health as the most important indicator of the quality of human development. The
scientists developed detailed recommendations for the development of health care system of Ukraine, improving
demographic situation and social policy of the country.

Purpose of the study. The purpose of the article is to study health capital asset in the system of human capital; to find
out the role of health capital in the transformation economy; to identify the factors that influence its formation and
development, and to assess health capital of Ukraine in the regional context.

Results. Starting from the 1990s, Ukraine gradually moves towards building an innovative economy, the key resource of
which is intelligence, knowledge, skills, competences, creativity, that is, human capital. The formation of human capital
is driven by investment. Investment in education and health are of utmost importance. Thus, there are two main
components in human capital: education and health.

In our opinion, health capital is the basis for the formation and development of human capital. Without taking care of
health, one cannot realize his or her potential in economic and other spheres of human activity.

The concept of "health capital” has not been fully studied in the Ukrainian economic literature. Basically, scientists view
it as a component of human capital. However, according to the American economist and scientist Michael Grossman,
health capital and human capital should be considered separately, because the skills to earn more and the opportunity to
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use these skills over time are different things. The amount of knowledge an individual possesses influences his or her
performance, while the individual's health determines the total amount of time he or she can spend to earn income. This
reserve is the capital of health [6].

By health capital, we mean the investment in a person. The investment is needed to support and improve his/her health,
performance, mobility and productivity. At the same time, health is both a consumer demand and an investment asset
through which a person earns income. Investing in health capital involves costs on disease prevention, health care,
dietary nutrition, and improved living conditions.

On the one hand, increasing life expectancy means extending the period of active work during which a person earns
income and invests in his capital. On the other hand, public health losses, which are expressed in terms of morbidity,
disability, and mortality, lead to significant economic losses.

In Ukraine, the health care system is seen as a cost sector that creates a burden on the budget and is generally loss-
making for the country, as it does not produce products and is funded mainly at the expense of the state budget.
Dynamics of the expenditures level of the consolidated budget of Ukraine on health care (in% of GDP) in the period of
2013-2018 is characterized by the tendency to decrease from 4.2 to 3.26%, which shows the passivity of the state in
stimulating development of health capital. Instead, in the sphere of health insurance during 2013-2018 there was an
increase in the amount of net insurance premiums for health insurance (continuous health insurance) and for insurance of
medical expenses from 1.72 to 4.34 billion UAH, that is by 2.5 times (Fig. 1). This indicates an increase of the
Ukrainians in the trust in insurance companies and understanding of the importance of investing in health capital. At the
same time, it should be noted that health insurance in Ukraine is now in its development stage, so its impact on
healthcare financing is insignificant.
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Figure 1. Dynamics of budget expenditures on health care and net premiums from health insurance services in Ukraine
(2013-2018).

Obviously, there is a problem of capital accumulation in Ukraine, and an increase in health care costs is necessary to
accelerate economic growth.

This conclusion is particularly confirmed by the dynamics of Ukraine's rating positions among other countries of the
world, which shows a downward nature. So, in the world prosperity index-2019 Ukraine took 96th place out of 167 [8].
Experts emphasize that education and living conditions remain strong in Ukraine, but human capital, security and
protection, public administration and state healthcare are weak.

Therefore, it is fair to point out that the reforms carried out by the government of our country, particularly in the medical
sphere, do not lead to improvement of life of citizens. Although life expectancy in Ukraine has increased somewhat over
the last ten years, it is still the lowest in Europe (for comparison: the average life expectancy at birth in 2017 in Ukraine
was 72 years; in the EU countries — 81.3) [2].

In the meantime, investing in health provides a regular flow of workforce in production. Bad health, morbidity and
disability lead to work incapacity. The lower the number of illnesses, the higher the level of health of the population and
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the return on investment in health care. Health capital formation encompasses not only macro- but also meso-,
microeconomic levels as well as individual level. In our view, it is precisely the regional factor that is of great importance
for Ukraine in view of the significant asymmetry in the level of social and economic development. Health capital is the
source for the formation of human capital at meso-economic level. It stimulates social and economic development and
innovation activity in the region and, therefore, increases its competitiveness and investment attractiveness. At the same
time, health of population is shaped by the socio-economic, environmental, natural and climatic conditions of the region,
which explains the need to study the specific characteristics of the territories concerning health capital.

While considering and assessing the differences in the state of health capital of the population of the regions of Ukraine,
we form a set of indicators that, in our opinion, directly influence the formation and development of health capital. The
indicators include: population morbidity, disability, mortality, birth rate, average life expectancy, household expenditures
on health care, the level of environmental pollution in the region (Table 1).

Table 1
Indicators for calculating Health Capital Development Index
Indicators Indicator performance

K1 | Population morbidity Number of first reported cases of illness per 100,000 population of
the region

K2 | Disability The ratio of the number of people with disabilities to the residential
population of the region

K3 | Birth rate Total birth rate

K4 | Mortality Total mortality rate

K5 | Life expectancy Average life expectancy at birth, years

K6 | Health care costs The share of household expenditures on health care in the structure
of total household expenditures, %

K7 | Environmental Emissions of pollutants into the air, t/km?

pollution

Compiled by the authors
As there is no comprehensive scale of benchmark values of health capital indicators today, in order to ensure
comparability and the ability to aggregate health capital development indicators, we will normalize them using the linear
scaling method. The calculation of stimulus indicators (growth of which has a positive impact on health capital: birth
rate, life expectancy at birth, household expenditures on health care) will be computed with the formula:

No. = factual valus kj—minimum valus k;

+ SH{ -

maximum rolus kj—minimum valus k; (1)
L

where k; is a partial indicator of the development of health capital of a region;

Nski is a standardized indicator of health capital development in a region.

And the disincentive indicators (increasing the value of which indicates the deterioration of health capital of the
population: morbidity, disability, mortality, environmental pollution) will be normalized by the formula:

maximum value kj—foctual ralue k;

Nag, =

(2

maximum valus kj—minimwm valus K

Calculation of the integral index of health capital development on the basis of standardized values of partial indexes
assumes weighting of each indicator which has been included in the sample. We will proceed under the principle of equal
priority of all indicators selected for the calculation and compute Health Capital Index (HCI) as the arithmetic mean of
partial indices:

HCI = 5>< (ZNE) ()

The results of calculations of the integral indicators of health capital of Ukraine in the regions are shown in Table 2.

Table 2
Grouping regions of Ukraine by health capital indicators
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Region

K1 K2 K3 K4 K5 K6 K7 HCI Rank
Vinnytsia
1 0,672 0,4861 | 0,3019 | 0,4444 | 0,6641 | 0,4706 0,902 056301 12
Volyn
2 0,5707 | 0,4861 | 0,8302 | 0,7284 | 0,3588 | 0,1471 1 058875 8
3 | Dnepropetrovsk 0 09321 | 0,2453 | 0,3457 | 0,0967 | 0,4118 | 04553 | (accyy 23
4 | Zhytomyr 0,697 0,3118 | 0,4151 0,321 0 1 0,9971 0,53457 15
5 | Zakarpattia 0,8388 | 0,8258 | 0,8491 | 0,8519 | 0,2316 0 1 0,65674 4
6 | Zaporizhia 0,8466 | 0,7735 | 0,1698 | 0,3457 | 0,2621 | 0,8824 | 0,8242 0,58632 9
Ivano-
7 Frankivsk 0,1208 | 0,5453 | 0,5094 | 0,7901 | 0,9135 0,5 0,5504 0,56135 13
8 | Kyiv 0,3258 | 0,6394 | 0,4151 | 0,3457 0,056 | 0,6176 | 0,9251 0,47495 20
9 | Kirovohrad 0,6986 | 0,7666 | 0,1698 | 0,3457 | 0,1908 0,5 0,9942 0,52367 16
1 .
0 Lviv 0,3356 | 0,4303 | 0,5094 | 0,7531 | 0,8346 | 0,2353 | 0,8674 0,56652 11
1 .
1 Mykolaiv 0,6362 | 0,8275 | 0,283 | 0,4938 | 0,2494 | 0,1765 | 0,9942 052294 17
1
5 Odesa 0,5774 | 0,7143 | 0,6038 | 0,6173 | 0,229 | 0,0882 | 0,9769 0,54384 14
1
3 | Poltava 09582 | 06568 | 0,321 | 0,284 | 04275 | 05882 | 0,9568 | 519, 10
1 .
4 | Rivne 0,3833 | 0,77 | 0,9434 | 0,8148 | 0,458 | 0,4118 | 0,9942 0,68221 3
1
L | sumy 1 | 08902 | O |03333|05547 | 08235 | 09827 | oy, 5
1 .
6 Ternopil 0,5693 0,716 0,3019 | 0,5926 | 0,8422 | 0,9706 | 0,9885 071158 2
1 .
7 Kharkiv 0,6308 | 0,8066 | 0,1509 | 0,3951 | 0,3359 | 0,2647 | 0,9683 0,50747 18
1
8 Kherson 0,9725 1 0,4151 | 0,4444 | 0,1094 | 0,2941 | 0,9971 0,60465 7
1 .
9 Khmelnytskyi 0,7037 0 0,3585 | 0,4444 | 0,5598 | 0,2941 | 0,9769 047677 19
2
o | Cherkasy 06709 | 01429 | 0,1132 | 0,3086 | 04326 | 04118 | 0928 | (50, | 21
2 .
1 Chernivtsi 0,7138 | 0,8049 | 0,5849 | 0,8272 | 0,9542 | 0,5294 1 0,77348 1
2 .
5 Chernihiv 0,4566 | 0,4895 | 0,0566 0 0,1094 | 0,4118 | 0,9827 0,35808 22
2 .
3 | Kyivcity 0,0917 | 0,9164 1 1 1 0,2941 0 0,6146 6

Excluding Donetsk and Luhansk regions

The data in Table 2 allow identifying the top three regions in terms of HCI. They are Chernivtsi, Ternopil and Rivne
regions. They are characterized by low morbidity rates, high birth rates, high life expectancy rates, and low
environmental pollution. The worst indicators of health capital are observed in Dnipropetrovsk, Chernihiv and Cherkasy
regions. The regions outsiders are characterized by high morbidity rates, low birth rates and high mortality rates,
especially in Chernihiv region. High level of environmental pollution is observed in Dnipropetrovsk and Cherkasy

regions.
The data reveal some specific features regarding the state of health capital by regional differentiation.
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Thus, we have considered health capital in the regions of Ukraine and determined that health is a significant element of
human capital, since it depends directly on its level how well and fully a person can work, make income for himself and
his family, the employer and the state. Therefore, healthcare costs are a profitable investment with a long-term and ever-
increasing return.

The ranking of the regions of Ukraine by major indicators of health capital confirms the asymmetry of the development
of the health capital of the population in the regional context. For the industrial regions of Ukraine - Dnipropetrovsk,
Cherkasy, Kyiv, Kharkiv regions - health capital indicators have low values and identify adverse health status of the
population.

Particularly difficult is the situation in Dnipropetrovsk, Chernihiv and Cherkasy regions. Here the high morbidity of the
population, high mortality, low fertility.

The best indicators of health capital in the Western regions of Ukraine are Chernivtsi, Ternopil, Rivne. There is low
morbidity, low pollution of territories, high life expectancy.

The authors' ranking of the regions allows the development of programs of priority measures for the implementation of
the strategy of development of capital of health of the population of Ukraine. The regional analysis has shown that
measures to promote health capital development at the state level should be geared to the specificity of the regions
regarding the formation and use of preconditions for the development of health capital.

Conclusions and prospects for further research. In this study regional features were studied such parameters of human
capital as: physical health of the population, investments in healthcare and the environment. Possibilities of practical
application of the results of the proposed approach to the assessment of health capital lie in the orientation of social
policy of the state to eliminate the effects of certain threats to the destruction of health capital in certain regions of the
country.

Obviously, today there is a problem of low accumulation of health capital in Ukraine. The solution to this problem is to
develop a well-thought-out long-term strategy to ensure high quality of life and health of the population of Ukraine and
to apply it in practice. Today, unfortunately, there is no national strategy for human capital development in Ukraine. A
key challenge for Ukraine in the sphere of health care is to create and develop a strategy, policy and regulatory
framework in the sphere. All participants need to understand a strong industry building policy for investments and
sustainable development. It is necessary to develop civil society institutions, which will ensure effective control of the
society over the authorities.

REFERENCES

1. Boarini, R., M. Mira d'Ercole and G. Liu (2012), "Approaches to Measuring the Stock of Human Capital: A
Review of Country Practices”, OECD Statistics Working Papers, 2012/04, OECD Publishing.
http://dx.doi.org/10.1787/5k8zIm5bc3ns-en

2. Derzhavna sluzhba statystyky Ukrainy [State Statistics Service of Ukraine]. Retrieved from:
http://mww.ukrstat.gov.ua [in Ukrainian].

3. Fender V. Measuring the UK's Human Capital Stock. Methodology Guidance. London, Office for National
Statistics. — 2013. — 22 p. 18. Where is the wealth of nations? Measuring Capital for the 21st Century.
Washington, D.C., THE WORLD BANK. — 2006. — 208 p.

4. Fuchs Victor, “The Economic of Health in a Post — Industrial Society”, The Public Interest (Summer 1979): p.3-
20.

5. Grishnova, O. A. and Brintseva, O.G. (2015). Fiktyvnyi lyudskyi kapital: sutnist, xarakterni osoblyvosti,
chynnyky formuvannya [Fictitious human capital: essence, characteristics, formation factors]. Demografiya ta
social na ekonomika, 1 (23), pp. 90-101 [in Ukrainian].

6. Grossman M. The Demand for Healrh: A Theoretical and Empirical Investigation. N.Y., 1972., p. 26-45.

7. Investing in human capital in a system of factors of decent work: monograph / [O. A. Grishnova, O. V. Dorosh,
S. E. Shurpa]; for science. ed. Doctor of Economics. of sciences, prof. OA Grishnova. - K.: KNEU, 2015. - 222,
[2]p

8. Prosperity Rating: Ukraine ranked 96th among 167 countries

https://espreso.tv/news/2019/11/26/reytyng_procvitannya_ukrayina_opynylas_na 96 _misci_sered_167_krayin

9. Vakulenko O., Zhalilo L., Komarova N., Levin R., Solonenko I., Yaremenko O. Theoretical and methodological
foundations of healthy lifestyle formation. http://www.health.gov.ua/Publ.Human Capital and the Personal
Distribution of Income: An Analitical Approach. In: Becker G. Human Capital (2nd ed.). Chicago, 1975, p. 94-
144,

~YENECO

Pl _i)/OF ENERGY ECONOMIC RESEARCH CENTER
ENE TISADIYYATI MORKOZININ XoBaRLaRI


https://espreso.tv/news/2019/11/26/reytyng_procvitannya_ukrayina_opynylas_na_96_misci_sered_167_krayin

