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Abstract. The article analyses the role of intellectual capital in innovative economic growth within the knowledge
economy. To this end, the essence of social capital phenomena, one of the modern concepts of human capital and
institutional economy, which are the main components of intellectual capital, is explained, as well as the impact
of research and development activities on economic growth, one of the main indicators of scientific development
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PROBLEM STATEMENT

The knowledge economy is a new social and econom-
ic era in which knowledge is the most important and
basic economic resource, knowledge production and
communication are widespread, the number of people
working in the field of knowledge is higher than in oth-
er fields, and sustainable education and development.
In this society, the production, distribution, exchange,
use and development of knowledge are the main char-
acteristics of public life. The production, collection and
sale of knowledge have led to the emergence of new
areas of work in the information (knowledge) society.
Knowledge is both the main raw material and the
most important product of the modern economy. The
elements of capital necessary for wealth, prosperity,
and power, physical labour, smoky industrial machin-
ery, factories,and plants have given way to knowledge.

In the post-industrial society, information and
knowledge become a key factor in the development of
modern society. In the modern post-industrial econo-
my, knowledge is not only the main source of added
value, but also a key factor in ensuring competitive-
ness. Economies in the world that rely on cheap raw
materials and cheap labour are already struggling to
compete with economies based on knowledge and
high technology. The production of knowledge and

Article’s History:

Received: xx.xx.2021
Revised: xx.xx.2021
Accepted: xx.xx.2021

Suggested Citation:

information products play an extremely important
role in the development and competitiveness of coun-
tries moving from the stage of industrial development
to the post-industrial stage.

In other words, the development of countries
in modern times depends on the development of sci-
ence-based industries, including technological inno-
vations and new technologies.

Thus, the main source of value in knowledge-
based economies is innovation. Innovation is based
on intellectual capital. Unlike physical and financial
capital, the creation of intellectual capital makes this
organization a competitive advantage. Intellectual
capital includes knowledge, experience, work habits,
intangible assets, software, databases, and trademarks
of specific people. In other words, intellectual capital
is a system of characteristics that determines the abil-
ities of a person (in other words, the quality of the
workforce of an individual, enterprise, firm, company,
the country's total labour force) that materializes or
arises in the labour process.

In the post-industrial economy, the role of knowl-
edge as an economic resource is growing and the im-
portance of intellectual capital in ensuring econom-
ic development is observed. Intellectual capital is a
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system that gives organizations a lasting intellectu-
al advantage in the market. The economic literature
identifies three components of intellectual capital:
human capital, organizational (or structural) capital,
and customer capital.

Rahimli

The analysis of the economic literature shows that
in its simplest form, intellectual capital consists of
three parts: human capital, organizational (or structur-
al) capital, and customer capital (Fig. 1). Each of them
can be borrowed or personal [14, p. 46].

Organizational
capital

Human capital

Customer capital

Intellectual
capital

Figure 1. The simple structure of intellectual capital

Human capital is the most important factor in
socio-economic development. But economic devel-
opment does not depend only on the quantity and
quality of knowledge and other economic resources.
Thus, in the modern market economy, there are many
events and processes of uneconomic nature that the
economic system cannot solve, which ultimately seri-
ously affects the results of the system. The solution of
monopolies, asymmetric information, income inequal-
ity, external effects, the problem of people without
tickets, etc., which are among the problems that arise
during collective activities, in fact depends on the lev-
el of cultural, ethical and psychological development
of the social environment. The level of development
of socioethical norms in society and the degree of
trust between people can be assessed by the concept
of social capital. Social capital is one of the basic con-
cepts of modern institutional economy. Economic de-
velopment can be achieved in countries through the
development of both human capital and social capital.

ANALYSIS OF ACTUAL RESEARCH

In the knowledgebased economy of the new century,
intellectual property and intellectual capital accumu-
lated in it play the role of the main currency. Intellec-
tual property assets have already surpassed material
assets and created a new stage in the world economy.
Over time, the “concrete and iron-based economy” has
become a “knowledge-based”, “digital’, “creative” econ-
omy,asaresultofwhichthe phenomenon of intellectual
capital, which has been overshadowed for many years,
has become the focus of public attention and analysis.

In modern times, human knowledge is the main
source of enrichment of the national economy and
economic growth. Knowledge comes to the fore from
capital, labour and natural resources, which are other
components of the production factors.

While labour and capital were the main factors
of production in an industrial society, in the postin-

dustrial society more knowledge and intellectual cap-
ital came to the fore. In developed countries, the lead-
ing sector of the economy is the sector that provides
intellectual services.

In conclusion, we can say that the analysis of
the following issues related to intellectual capital in
the knowledge economy is very important:

- to reveal the socio-economic essence of intellec-
tual capital;

- to analyse the structure of intellectual capital on
the basis of different models;

- comment on existing methods for assessing in-
tellectual capital,;

- to assess the impact of human (individual) cap-
ital, structural capital, technology and social capital,
which are components of intellectual capital, on eco-
nomic growth and economic development;

- to study the stages and features of the process of
intellectual capital formation,as well as the factors that
directlyaffectthetotalintellectualcapitalofthecountry;

- to show the relationship between intellectual
property, knowledge economy, innovative economy
and creative economy;

- to study the experience of advanced countries in
the formation of intellectual capital;

- improving the system of protection of intellectu-
al property rights and the mechanism of state support
for the development of intellectual capital;

- to determine the main directions of the state
policy on the formation of intellectual capital, etc.

The purpose of the article: The main purpose of
the study is to analyse and evaluate the potential of in-
tellectual capital to increase innovation in the knowl-
edge economyand ensure innovative economic growth.

PRESENTATION OF THE MAIN MATERIAL
The concept of intellectual capital was first intro-
duced to science in 1969 by the famous economist
J.K. Galbraith. Galbraith wrote that “one of the factors
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accelerating industrial society is money. But the factor
that accelerates and strengthens the post-industrial
society is knowledge. In modern times, new classes
have emerged with and without knowledge. This new
class does not derive its power from money or goods,
but only from knowledge [5, p. 8].

Before defining intellectual capital, it is nec-
essary to explain the concept of “intellectual”. Intel-
ligence is a set of characteristics attributed to an in-
dividual according to his various abilities, knowledge
and skills [1, p. 31].

Market assets
(brand, customer, sales channels, etc.)

Intellectual capital participates in the creation
of new values. At the macro level, national intellectual
capital is perceived as an important part of the knowl-
edge, skills, professionalism and economic growth of
the country's population.

P.H. Sullivan, one of the well-known researchers
of intellectual capital, noted that intellectual capital
covers such important concepts as knowledge, intelli-
gence, thinking and innovation [7, p. 40].

Scientificsourceshavearelativelyexpandedmod-
elofintellectual capital proposed by A.Brooking (Fig. 2).

Intellectual property assets
(know-how, trade secrets, patents, etc.)

Intellectual

Human-centered assets
(skills, creativity, management, etc.)

capital

Infrastructure assets
(corporate culture, market information,
communication system, etc.)

Figure 2. A Brooking's model of intellectual capital

Recent scientific research has also found an
brand (customer) and structural capital. Accord-
ing to approach called the “Integrated Intellectual
Capital the new model, the structure of intellectual

capital Model” (Fig. 3). According to this approach,
includes social, spiritual and technological capital
intellectual capital does not consist only of hu-
man, [12, p. 17].

Human
capital
Technological CuStqmer
capital capital
Intellectual
capital
Social o
capital Organizational
Moral ), capital
capital

Figure 3. Integrated Intellectual Capital Model

Researchers studying the impact of intellectual
competitiveness at both the micro and macro levels,
capital on the innovative economy at both the micro
especially at the macro level, creates great and macro
levels have concluded that increasing opportunities
for economic growth and economic development.

Knowledge-based economic activities lead to
the rapid enrichment of countries, as they allow the
production of products with higher added value and
higher productivity. There are several key elements of
intellectual capital that affect innovative economic
growth and sustainable economic development (Fig. 4).

Human capital Customer capital Social capital

Intellectual property Intangible assets Organizational capital

Research and development Innovation Knowledge technologies

Figure 4. The main elements of intellectual capital that affect economic development
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Let us now analyze the impact of intellectual
capital on innovative economic growth in three areas:
1.The impact of human (individual) capital on eco-
nomic growth.
2.The impact of social capital on economic growth.
3. The impact of research and development activi-
ties on economic growth.

According to J. Fischer, R. Dornbusch and
R. Schmalensee, investments in human capital gradual-
ly return in the form of higher wages or as a result of ac-
tivities that bring more income through this ability [17].

Studies show that the United States, Finland,
Germany, Japan, Switzerland, etc. human capital ac-
counts for about 80% of national wealth in developed
countries and 60-75% of national wealth in developed
countries as a whole. In these countries, 80-85% of
GDP growth is due to the development of knowledge.
G. Becker analyzed the economic efficiency of invest-
ment in education by comparing income with expen-
diture and determined that investment in education
allows to earn 12-14% per year [2, p. 49].

Approaches to the impact of human capital and
technological progress on economic growth manifest
themselves primarily in economic growth models.
To date, three main models of economic growth are
known: neo-Keynesian (Domar-Harrod), neoclassical
(Cobb-Douglas) and modern models of endogenous
technological progress. The current stage of econom-
ic growth is based on the efficient use of knowledge
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and information resources. The introduction of new
technologies will help to overcome crises and de-
pressions, create new production opportunities and
the transition to sustainable economic growth. Hu-
man capital is one of the key factors in modern eco-
nomic growth models. In Solow's model of economic
growth, technical progress was taken as a condition
for basic economic growth. However, this factor was
mainly exogenous. Recent researchers G. Mankiw,
D. Romer and R. Lucas have tried to clarify and sup-
plement the Solow model, taking into account the im-
portant role of the human factor, in overcoming these
shortcomings. In the models of economic growth
worked by the above-mentioned authors, the Solow
model was proposed to expand it by introducing the
human factor into its new quality - human capital.
The impact of human capital on economic growth in
the following years was studied by C. Jones, R. Barro,
D.Jorgensen and others through various models [11].

The World Bank uses the “Human Capital Index”
to assess the level of human capital development in
countries. The Human Capital Index measures the ed-
ucation, skills and health status (health) of the world's
population. The index rates countries from 0 to 1.
The entire population of a country with a maximum
(HCI=1) result reaches the age of 60, while children
under the age of 14 receive a full and high level of
free education, and no child suffers from malnutrition.
The table below shows the HCI rankings for 2020.

Table 1. Ranking of some countries of the world according to the "Human Capital Index”

Rank Country Score
1 Singapore 0.88
2 Hong Kong 0.81
3 Japan 0.80
4 South Korea 0.80
5 Canada 0.80
6 Finland 0.80
41 russia 0.68
48 Turkey 0.65
53 Ukraine 0.63
75 Iran 0.59
83 Azerbaijan 0.58
85 Georgia 0.57

Source: table prepared by the author is based on data from the World Bank

According to the World Bank, between 2012 and
2018, Azerbaijan was able to rise from 0.56 to 0.60 on
HCI. In Ukraine, the HCI was 0.647 for 2017, 0.642 for
2018 and 0.631 for 2020.

Human Capital consists of the knowledge, skills
and health that people accumulate throughout their

lives and ensure the realization of their potential as
productive members of society. Investing in human
nutrition, health care, quality education, jobs and skills
contributes tothe development of human capital,which
is essential for the eradication of extreme poverty and
the creation of more inclusive societies [9,p.115-151].
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The World Bank's latest analysis, The Changing
Wealth of Nations 2018 (Building a Sustainable Fu-
ture), shows that human capital accounts for 64 per-
cent of global wealth, about 70 percent of the wealth
of high-income countries, and only 41 percent of the
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wealth of low-income countries (Fig. 5). This under-
scores the importance of human capital as a stimulus
for sustainable economic growth and poverty reduc-
tion, as it is more of a stimulus for economic growth
than previously understood [9, p. 126].
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Figure 5. The relationship between human capital and GDP per capita

Thus, economic activities based on knowledge
and intellectual capital lead to the rapid enrichment
of countries. The goal of any economic activity is to
further improve the living standards of the population
by achieving higher economic growth. Human capital
and technology are also the main sources of economic
growth in the knowledge economy, where knowledge
has become a strategic product. Investments in science
and education generate new knowledge and high hu-
man capital,which allow for innovations (technologies)
and their application to the economy accelerate the
latter economic growth, and higher economic growth
allows more investment in science and education.

One of the factors influencing the productivi-
ty of human capital is social capital. Social capital is
the most important informal institution of the institu-
tional environment. Studies show that societies with
a wide range of informal institutions have a healthy
environment for the spread of technological change.
Trust is the most important element of social capital.
It has been observed that countries with a lack of so-
cial capital suffer from underdevelopment. Behaviours
such as corruption, mistrust, opportunistic behaviour,
deviant behaviour, loss of moral norms, which can be
explained as unethical behaviour, have a negative im-
pact on human capital and, consequently, slow down
economic development. Developed countries attach
special importance to social capital because they
know that social capital is needed for the efficient and
effective use of human capital.

According to Francis Fukuyama, social capital is
an informal norm that supports relationships between

Ukrainian Black Sea Region Agrarian Science, 25(2), 110-118

individuals. Researcher Laserson showed that in so-
cieties with strong social capital, financial issues are
more easily resolved between individuals and even
companies. One of the positive features of social capi-
tal is the increase in economic efficiency as a result of
reduced transaction costs between companies. Arrow
(1974) also noted that without a minimum level of
trust between economic agents, no economic transac-
tion would take place. Trust facilitates economic trans-
actions by reducing transaction costs [3].

Inmosteconomicliterature,informalinstitutions
arealsocharacterizedassocialcapital.Tosumup,wecan
say that social capital creates positive external effects
for group members, and these positive external effects
are formed through trust, common norms and values.

Putnam noted that the main effects of bridge-
type social capital in the United States are reducing
unemployment, reducing crime, and increasing gov-
ernment efficiency. Thus, Putnam affirmed that there
is a positive link between social capital and economic
growth. In contrast, in countries with low levels of so-
cial capital, maintaining law and order and protecting
property rights requires significant additional trans-
action costs. This is evident in the spread of special
protection, the height of fences and additional costs
on other issues [15].

Putnam explained the link between social cap-
ital and economic growth with four main arguments:
Strong social capital increases coordination and coop-
eration for mutual benefit; creates solidarity among
the team; ensures the public interest (reduces selfish-
ness); reduces incentives for personal gain [16].
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Table 2. Ranking

of some countries of the world according to the “Social Ca

pital Index”

Country

2 Norway

4 Finland

6 Austria

64.96

61.57

60.89

65 Georgia 47.38

91 Iran 43.06

99 russia 41.97

Source: table prepared by the author is based on data from the World Bank

Thus,social capital has a positive effect on the
efficiency of human capitalasitincreases trust (insti-
tutional trust) between people and between people
and between people andinstitutions.The table below
shows the “Social Capital Index” rankings for 2020.

There is no universal methodology for mea-
suring the level of development of institutions in the
scientific literature. One of the indicators used to mea-

sure social capital is the level of confidence in coun-
tries. This indicator is based on a survey in the coun-
try “Do you trust people?” is calculated as the ratio of
the number of respondents who answered positively
to the question to the number of respondents who
participated in the survey. Although there is a positive
relationship between confidence and GDP per capita,

this relat|onsh|p is quite fragmented (Fig. 6).

oNorway
{157 S SRV NONSSASS SMUSSES SNSURS PSS IUSOPE WSS SOVSNST SUSANS SUIRVIR USRS SRS SUSNOSE SOMOU SO 70%
B n
=
3 : ©Netherlands E‘
L7 5 A -
°
E o China Swedso g
B
S 60% b e VRS SRS RN WV SR WO SN 60% o
- nFlnIand 8
§ ° New Zealand e ]
o | ®Australia o
(5} | H
: : i ‘ i ‘ o
= 50% 0V|etnam 3 : ! ; : © Saudi Arabia ) . 50% <4©
=} ST ek A S R S [ A A (] 'SWﬂi'e'ﬂéh'd""""*""""T" o
[ @Hong Kong [¢]
Q-‘ ' H B Ll
E E
o
i : ! : : ; : ‘ =
:E 40% @ Indonesia : ' 1 | ocanads emany 3 : : 40% '-5;
- B SRR T vt RS SRR R i o
Yemen Kazakhstano oEstonia i ; ‘ e
5 8 Kyrgyzstan sto : : ® Unized Stat§s Singapore E
£ | | o | - 5
L ‘Montenegro : : =
s 12ia Thalla de® g’ Belarus P iuth © Bahrain =4
2 ' | Unn:ed Kingdom ! : i : @
3 30%  ofoeeeeieeeee g—--OIraq----»--»--i """""""" R%%u."?it@rg'a"l'" $:--ces g. Taiwan okuwait 30% 3
E i Dé)g'lpmlloﬁn Russ'a. Hungary | :OItay : ' H g
<= i Rgpublic Lty - !,S,I,ov,akla,j ,,,,,,,, [T SR IEUURUU SURUURNS SURUURRN . [ : -
= Banglad Uk"a“k South c‘rogtll':.tv'a : : : : : s
E pak|stan Alb OAfrica o oPolan olsrael : : : =}
Ethop ania Argentina ¢ o?_.thuama : ' : ' ' : )
éo 20% -'-E Pt -.-B—m;-a-l;l—a----»---------DSIovema--------L--------»--------%------------------% ------------------ fomeeeetes 20% =
= Wi Moldova  Algeria i 'Spaln oFrance : : : : s
3 Rwante® Palgstlne Guatemala .Azerbla'jan : e
;5‘0 Burkina Fasoe ngerla ® “"'Sﬁa\éﬁgezu. ©Uruguay o
® Jordan onE oChile: =
[ Zambiag Mordccd -2 Mexi ; :
Turke . H ; ; H : [e)
a 10% |~ Goore SAmm e“ﬁ'Le’ba%%ﬁ Koot e I T S e o 10% g
o U eorgiae: gper | ®Malaysia! Q'p b : : : : : =]
o gandagpTanzanid loR :
a, Zimbabwe Eq:uador ©Brazil omania =3
e © Ghana 3 . i e 3eee-
8 OPhiIippine.s lombia ; | oTrinidad and Tobago 5
= 0, H : H : 1 : : H 0, 72}
< 0% ; : ; ; : : ; 0% &
3 0$ 10.000$ 20.000$ 30.000$ 40.000$ 50.000$ 60.000$ 70.000% i

GDP per capita in 2014

Figure 6. The relationship between trust and GDP per capita
Source: World Values Survey
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Thus, as social capital increases trust between
people and between people and institutions, it creates
favourable conditions for the development of human
capital, and in countries with developed social capital,
the level of economic development is higher.

Science has a serious impact on the economy
only when it acts as a source for innovation and when
the commercial realization of scientific knowledge is
possible. A scientific product is the result of a long

process that begins with fundamental scientific re-
search, followed by applied research, design, produc-
tion, marketing and sales, and finally to the research
and development (R&D) expenditures, to commercial
stage. One of the main factors affecting GDP is one of
the most important indicators of the intellectual capi-
tal is the level of spending on level of development of
science and innovation in the scientific research. The
ratio of these costs, called country (Fig. 7).
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Figure 7. Share of R&D expenditures in GDP in some countries (as a percentage)
Source: Prepared by the author and based on data from the World Bank

According to 2020 data, the share of research
and development expenditures in GDP in Azerbaijan
is around 0.2%. If we look at the dynamics of research

1.2 I

and development expenditures in Ukraine, we can see
that since 2003, the share of research and develop-
ment expenditures in GDP has been declining (Fig. 8).
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Figure 8. Share of research and development (R&D) expenditures in GDP in Ukraine (as a percentage)
Source: Prepared by the author and based on data from the World Bank

The impact of research and development spend-
ing on economic growth can be simply explained by the

following scheme: Studies show that if the allocation of

Ukrainian Black Sea Region Agrarian Science, 25(2), 110-118

science to GDP is less than 2 percent, science does not
have a significant impact on the economy. For this rea-
son, the transition to a new model of economic(Fig.9)..
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Figure 9. The relationship between R&D and economic growth

Studies show that if the allocation of science
to GDP is less than 2 percent, science does not have a
significant impact on the economy. For this reason, the
transition to a new model of economic development
based on knowledge can only be achieved by increas-
ing funding for scientific research and thus strength-
ening science.

Conclusions and prospects for further research.
Thus, there is a chain link between the development
of intellectual capital and economic growth in the
knowledge economy. Therefore, resource-rich econ-
omies should strive to build this chain by gradually
increasing investment in science and education to en-
sure the transition to a knowledgebased economy.

The development of human capital is the most
important attribute of economic development. Social
capital, on the other hand, has a significant impact on
an individual's social, educational, health, family and

work life and public administration activities by con-
tributing to the productivity of human capital.Research
and development activities have a positive impact on
innovation and indirectly increase national income.

Evaluation of the development of intellectual
capital is the highest priority problem facing the state
in the knowledge economy. Undoubtedly, the main
role of the state in innovative economic growth in
the knowledge economy is, first of all, a high-quality
education system, research universities, technoparks,
etc., which the private sector cannot do alone, is form-
ing. Another task for the state is to adopt the rules of
the free market mechanism and monitor their imple-
mentation. While these rules encourage competition,
initiative, creativity and innovation, they must also
prevent unfair competition. At the same time, the free
market environment is a great incentive for carriers of
intellectual capital.
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OuiHKa poni iHTeneKTyanbHoOro Kanitany B iHHoBaLWiMHOMY
€KOHOMIYHOMY 3POCTaHHi B paMKaxX eKOHOMIKU 3HaHb

I. Parimni

PhD candidate

Lankaran State University

Lankaran, Azerbaijan

AHoTauif. Y cTaTTi 4OCNigKEeHO ponb iHTeNeKTyanbHOro Kanitany B iHHOBALIMHOMY €KOHOMIYHOMY 3pOCTaHHi B
paMKax eKOHOMIKM 3HaHb. 3 LLIE0 METOI0 MOSICHIETLCS CYTHICTb EHOMEHY COLLIa/IbHOMO KaniTany, OAHIE 3 Cy4aCHMX
KOHLLeNLiN NACbKOro Kanitany Ta iHCTUTYLiMHOI €KOHOMIKM, SIKi € OCHOBHUMM KOMMOHEHTAMMW iHTENEKTYaNbHOro
Kanitany, a TakoX BMMB AOCNIAKEHb | pO3pOOOK Ha EKOHOMIYHE 3pOCTaHHSA OCHOBHMX MOKA3HUKIB PO3BUTKY HAyKM

KntouoBi cnoBa: eKOHOMIKA 3HaHb, iHTENEeKTYaNbHMI KaniTan, MACbKMIA KaniTan, CoLianbHUIM Kanitan, LOCNiAKEHHS
i po3p0bOKM, EKOHOMIYHE 3POCTaHHSA
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