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EDUCATION AND HUMAN CAPITAL DEVELOPMENT: FROM 

STAGNATION TO RECESSION IN THE UKRAINIAN ECONOMY 
 

Purpose. The purpose of the study is to provide the insight into the reasons for the prolonged stagnation and 

recession in the economy of independent Ukraine based on statistical data. 

Methodology. The authors used the methods of descriptive statistics and logical statistics as the main research 

methods. In addition, the authors used comparative analysis and modeling. 

Findings. The main results of the study are as follows:  

1. The authors proved the fact of long-term stagnation of the Ukrainian economy, which began in 1989 (4243 

USD of Ukraine GDP per capita) and has lasted to this day. In 2018, Ukraine GDP per capita amounted to 3,110 USD. 

The periods throughout 1990–1998, 2008–2009 and 2014–2015 were the periods of recession.  
2. The authors proved the fact of underestimation of two key factors of economic development by the 

governance of Ukraine: education and human capital. According to the World Happiness Report 2019, Ukraine ranks 

133rd out of 156 countries of the world, which confirms the dissatisfaction of Ukrainians with the quality of 

governance.  

3. The dependence of economic growth on the growth in the quality of education and human capital was 

justified. 

Originality. Based on statistical studies, the authors substantiated:  

1. The fact of long-term economic stagnation in Ukraine, which began in the year when Ukraine gained 

independence and has lasted to this day.  

2. The main reason for the negative scenarios in the development of the Ukrainian economy during the period 

of Independence is the neglect of the relationship between education, human capital and the national economy in the 

governance model. 
Practical value. The results of the study can be used in governance models, as well as economic, behavioral 

and other models. The study actualizes the value of education and human capital, and proves its impact on the economic 

growth of the state. 
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Introduction  

Recently, in Ukrainian scientific literature, the data 

from state statistics have been used less and less, though 

they allow comparing the state of industry, science and 

social development of Ukraine during the development 
of the USSR, as the Ukrainian Soviet Socialist Republic, 

and over the years of independence of Ukraine. In 

general, the statistical data have been compared since 

1990 [1]. 

The statistical analysis of the development of 

Ukraine over a longer period of its development, at least 

allows us to establish (a) the effectiveness of the 

Ukrainian legislative and executive authorities in 

different years of independence of Ukraine; and also (b) 

compare different periods of the history of Ukraine in 

order to objectively assess the standard of living of the 

population. The assessment of life quality of Ukrainian 

citizens indicates the true contribution of the Presidents 

of independent Ukraine, the Verkhovna Rada of all 

convocations, as well as the Cabinet of Ministers of all 

compositions in the development of state authorities and 

governance. 
The history of the state statistical authorities of 

Ukraine dates back to March 12, 1919, when “The 

Regulation on Statistical Establishment of Ukraine” was 

approved [2]. However, despite such an early history, 

which is represented on the official website of the State 

Statistics Service of Ukraine, a comparative analysis of 

the authors revealed the following. 

First, the websites of national statistical authorities 

of highly developed democracies of the world have 

provided free access to the data on all key areas of vital 

activity of the states, at least over the past 40-50 years. 

These data allow scientists to objectively evaluate the 



current work of governments, compare its effectiveness 

in different periods of the state history, and also make 

forecasts for the socio-economic development of states in 

the short and long-term forecasting. For example, the 

official website of the Office for National Statistics of 

Great Britain provides free access to the micro- and 

macroeconomic indicators of the development of the UK 

economy since 1950, i.e. from the moment when these 

data first began to be calculated [3]. The specialized 

commercial Statista platform has published micro- and 
macroeconomic indicators for Germany since 1986 [4]. 

By comparison, a similar data set is available on the 

official website of the State Statistics Service of Ukraine 

starting only in 2015, although the site itself was created 

in 1999 [2]. On the Statista platform website, which 

brings together the outcomes and facts from 600 

industries, as well as more than 50 countries, Ukraine 

and its statistical indicators have been presented only 

since 2018. 

Second, analysis, as a scientific method, in its turn, 

involves the use of descriptive statistics and logical 
statistics. Both statistical methods increase the quality of 

analysis and, accordingly, the quality of conclusions 

drawn on its basis. I. Khomenko revealed the 

possibilities of informal logic in the modern study of 

argumentation, and also showed the importance of the 

correlation between the studies using found logical 

methods and the necessary quality of argumentation and 

conclusions, that drive modern science [5]. 

However, descriptive and logical statistics are 

preceded by the collection and organization of statistical 

data from all spheres of the nation’s life. The larger the 

amount of the data this collection provides, as well as the 
higher the quality of the data collected, the lower the 

likelihood of errors in descriptive and logical statistics is. 

Therefore, the higher the quality of the analysis and the 

more convincing argumentation of the conclusions are. 

For this reason, statistical research has been forming the 

scientific foundation of public policy and governance for 

nearly a century. 

Statistics serve as a key tool for governance 

assessment, thanks to which governments and its 

opponents evaluate the effectiveness of the current 

activities of all branches of government, as well as adjust 
management models in all areas of activity, both in the 

short and long-term prospects. 

The aim of the proposed study is to comprehend the 

reasons for the prolonged stagnation and recession of the 

economy of independent Ukraine based on available 

statistics. In the article, the authors will prove: 

1. The fact of the long-term economic stagnation of 

Ukraine, which began in the year when Ukraine gained 

independence. 

2. The main reason for the negative scenarios in the 

development of the Ukrainian economy during the period 

of Independence is due to the neglect of the connection 
between education, human capital and the national 

economy in its governance model. 

The influence of education on the quality of human 

capital, and the impact of human capital on the economic 

growth have been the subject of close scientific study for 

several decades [6]. All over the world, the obtained 

results are used as the basis for governance models, as 

well as economic, behavioral and other models. In the 

governance models that are practiced in Ukraine, this 

relationship is neglected. According to the authors, this 

neglect is one of the main reasons for the long-term 

economic stagnation of Ukraine. 

 

Presentation of the main research. 

Nie et al., in the introduction to their study, noted 
that the ways to raise awareness among the Chinese 

workers about labor safety should be considered in the 

experience of developed countries. Therefore, they used 

the methods of descriptive and logical statistics as the 

main ones for the research on safety and labor protection 

in China. Comparing Chinese and British laws, 

regulations, as well as educational systems in the issues 

of labor protection, the authors proved the need for 

reforming Chinese law, and also identified the priority 

sequence of this reform [7]. 

We will use the proposed research structure. First, 
we will prove the fact of long-term stagnation and 

recession of the Ukrainian economy. 

In the study of A. Gatsenko, a graph of changes in 

Ukraine GDP over the period from 1990 to 2010 is 

presented (Fig. 1) [8]. 

 

 
 
Fig. 1. The ratio of gross domestic product (GDP) of 

Ukraine, it was taken the period from 1990 to 2010 as a 

percentage of GDP in 1990 [8]. 

 

The study by Gatsenko is dedicated to proving the 

fact of inefficient governance during the independence of 

Ukraine. From the graph, we can see that if the GDP of 

Ukraine in 1990 is considered as a starting point of 

reference, i.e. 100 percent, then within 20 years of its 

independence, the best result was achieved only in 2008. 

It amounted to only 74.2 percent of 1990 GDP. 

In the Ukrainian information space, it is difficult to 
find statistical data that allow comparing macroeconomic 

indicators of the development of Ukraine as a part of the 

USSR and over the years of its independence. There is no 

official statistics [2]. 

The authors were able to detect these comparisons in 

the studies of the World Bank. Figure 2 represents the 

study of Ukraine’s GDP per capita over the period 1987–

2018. The data are presented by the World Bank in US 

dollars at the 2010 exchange rate (Fig. 2) [9]. 

 



 
 
Fig. 2. Constant GDP per capita for the Ukraine 

1987-2018 [9]. 

 

As we can see, in 1987, GDP per capita at that time 

in the Ukrainian SSR amounted to 4020 USD, the peak 

year being 1989 with 4243 USD. In 1990, it accounted 

for 3965 USD. By the end of Leonid Kuchma’s first 

presidential term, GDP reached its lowest level – 1,686 

USD (1998) per capita. From the graph, we can see that 

over the period 1990–1998, the Ukrainian economy was 

in recession. A 10 percent reduction in GDP or recession 

that lasts three or four years is commonly referred to the 
economic term “economic depression”. In Ukraine, the 

recession period actually lasted 9 years, and the decline 

in GDP amounted to almost 40 percent (since 1989). 

During the years of independence of Ukraine, the 

highest value of GDP was reached in 2008. It amounted 

to 3,322 USD. This indicator corresponds to data from 

Figure 1, which is presented in the study of Gatsenko [8]. 

In 2018, Ukraine GDP per capita amounted to 3,110 

USD [9]. Thus, the period of 1990–2018 was the period 

of long-term stagnation of the Ukrainian economy, which 

was replaced by the periods of recession: 1990–1998, 
2008–2009 and 2014–2015. The Ukrainian economy still 

cannot achieve the constant of GDP per capita of 1989. 

To prove that the reason for the stagnation of the 

Ukrainian economy is exclusively internal and is not 

related to global processes, or to the collapse of the 

previously unified economy of the USSR, Figures 3 and 

4 are provided for comparison. Figure 3 shows GDP per 

capita in Hungary over the period 1985–2015 (Fig. 3) 

[10]. 

 

 
 

Fig. 3. Hungary: Ranking - GDP per capita (US $) 

[10]. 

 

In 1985, Hungary GDP per capita was 2,139 USD. 
In 1989, it amounted to 2,893 USD. If we compare it 

with Ukraine GDP of that period, in 1989 the economic 

development of Ukraine exceeded that of Hungary by 

about 70 percent. However, a further comparison of the 

figures confirms two obvious facts [10]: 

1. The long-term stagnation of the Ukrainian 

economy is not connected with global economic 

processes. 

2. The main reason for the long-term stagnation of 

the Ukrainian economy over the years of 

independence is the extremely inefficient 
governance. 

 

It is evidenced by the values in Figures 2 and 3. In 

1998, when under President Kuchma, Ukraine GDP per 

capita reached its lowest value of 1,686 USD, Hungary 

GDP rose to 4,723 USD. Within 8 years after gaining 

independence, the Ukrainian economy managed to 

degrade so much that it was almost 2.5 times inferior to 

the economy of Hungary. 

In 2008, when Ukraine GDP per capita reached its 

“peak” during the period of its independence and 
amounted to 3,322 USD, the same indicator in Hungary 

was already 15,588 USD. Thus, the difference between 

the best values of GDP per capita in Ukraine and 

Hungary was already almost 4.5 times not in favor of 

Ukrainian governance. In 2015, per capita GDP in 

Ukraine was 2,828 USD, while in Hungary – 12,021 

USD [10]. The difference was approximately 5.5 times. 

After the collapse of the USSR and previously 

unified economic system, many former Soviet republics 

truly experienced difficulties in rebuilding their national 

economies. However, in the CIS countries, unlike 

Ukraine, the period of economic recession lasted for a 
short period. The newly created states not only reached 

the GDP indicators of the USSR period, but also 

significantly surpassed them. As an example, the 

indicators of the GDP of the Republic of Kazakhstan can 

be offered. As we see from Figure 4, Kazakhstan reached 

GDP per capita, which corresponded to the GDP growth 

rate of the Kazakh SSR in 1996. Moreover, in 1997, it 

exceeded this indicator (Fig. 4) [11]. 

 

 
 

Fig. 4. Real GDP per capita growth in Kazakhstan, 
1989-2012 [11]. 

 

It should be noted that the economies of other former 

Soviet republics, which cannot be not comparable with 

the potential of economy of the Ukrainian SSR, switched 

from recession to growth over much shorter time periods 

than Kazakhstan did. The economy of the Ukrainian SSR 



had the highest potential in the USSR, comparable with 

the potentials of the economies of the leading states of 

Europe in the 1990s: Germany, France, and Great 

Britain. 

Thus, the statistical data from the World Bank 

confirm the long-term stagnation of the Ukrainian 

economy. It began in 1989, when GDP per capita of the 

Ukrainian SSR was 4,243 USD and has continued to this 

day. In 2018, GDP per capita of independent Ukraine 

amounted to 3,110 USD. 
In one of the latest studies of the World Bank, the key 

macroeconomic indicators of Ukraine over the period 

2013–2020 are presented. [12, p.18]. The authors of the 

Finance Review note that the prolonged stagnation of the 

Ukrainian economy is explained by six key factors that 

are still ignored by the state authorities in Ukraine. These 

are demographic problems, poor quality of education, 

population inequality, insufficient adaptation of the 

governance model to globalization processes, managerial 

problems in the energy sector and its impact on the 

environment, and finally, excessive debts of consumers 
and the government. In 2017, the government and 

government-backed debt amounted to 89 percent of GDP 

[12]. 

Second, we prove the fact that all the branches of 

government in Ukraine ignore two key factors in the 

development of the economy: education and human 

capital. 

The fact of educational practices succession is 

obvious in the world tradition [13, 14]. It guarantees 

succession of generations, as well as the transfer of 

fundamental cultural values and ideals. Despite the fact 

that Ukraine has one of the highest percentage of 
government spending on education in the world (6 

percent of GDP), experts agree that Ukrainian education 

does not meet international standards. S. Kahkonen, the 

director of the World Bank in Belarus, Moldova and 

Ukraine, called his article Why Ukraine’s Education 

System is Not Sustainable [15]. Kahkonen identified 

three main reasons for the instability of education in 

Ukraine: (1) outdated teaching methods; (2) low morale 

among teachers due to low salaries and inadequate social 

significance of this profession; and (3) a high level of 

corruption in education. In its conclusions, Kahkonen 
relies on the following statistics. Since Ukraine gained 

independence, the number of students in the school has 

decreased by 41 percent – from 7.1 to 4.2 million. 

However, over the same period, the number of schools 

fell by 11 percent, while the number of teachers fell by 

only 5 percent. This means that now there are nine 

students per teacher in Ukraine [15]. This is one of the 

lowest rates in the world, which confirms the inefficient 

spending of budget funds. 

Figure 5 testifies to the real significance of education 

in the nation’s standard of living, as well as to a decrease 

in its quality (Fig. 5). 

 
Fig. 5. Number of scientists in Ukraine 1990-2015 

[1]. 

 

In 1990, the total number of scientists in Ukraine 

was 313,079 people. In 2015, it decreased by almost five 

times and amounted to 63,864 people. 

By comparison, the opposite trend was observed in 

the world. This is evidenced by a study of Eric 

Gastfriend [16]. The results of the research of Gastfriend 

are presented in Figure 6 (Fig. 6). 

 

 
 

Fig. 6. Worldwide PhD’s Granted Annually 1900-

2010 [16]. 

 

To assess the number of scientists, Gastfriend chose 

PhD’s Granted, since in the world’s practice, obtaining a 

scientific degree is regulated by the unified requirements. 

The results of the study were all taken by Gastfriend 

from the official websites of the Ministries of Education 

of the USA, Great Britain, Australia, India and China. 
Moreover, the US website presents the data for the 

period since 1900, while the websites of the Ministries of 

other states provide the information over the period since 

1999. 

In addition, Gastfriend justified the exponential 

growth of scientists and the importance of science by 

comparing the number of patents granted and the number 

of published scientific papers over the indicated period 

[16]. 

The prestige of education and science in Ukraine is 

evidenced by a study conducted by the Organization for 
Economic Cooperation and Development (OECD) [17]. 

The results of the study were published in 2016. Among 

the most impressive figures, let us single out the 

comparison of the salaries of Ukrainian teachers and 

those from the 35 OECD countries. The salary of 

Ukrainian teachers was not only the lowest in Europe, 

but the difference in salaries was impressive. For 

example, the salary of Ukrainian teachers is 19 times 



lower than that of Polish teachers and 67 times lower 

than that of teachers in Luxembourg [17]. 

The comparable indicators can be distinguished when 

comparing the values of human capital potential in 

Ukraine with those of the European Union states. 

In comparison with the European countries, human 

capital in Ukraine ranks 50th, one of the last places in 

Europe. By this indicator, Ukraine is ahead of Moldova 

(51st place) and Romania (67th place) only. The Human 

Capital Index was first published in the World 
Development Report (WDR) 2019 [18]. The index shows 

which countries best mobilize the economic and 

professional potential of their citizens. The index is based 

on three indicators: 

1. The proportion of children surviving after the 

age of 5 (%). 

2. The amount of education (the expected number 

of students under the age of 18) and the quality 

of education (average test results). 

3. Adult survival rates (percentage of 15-year-olds 

who have reached the age of 60, %) and health 
indicators of children under the age of 5 (%). 

 

An important indicator of the state’s attitude to 

human capital, or a key indicator in the relationship 

between the government and the people, is an indicator 

of national happiness. According to the World Happiness 

Report 2019, Ukraine ranks 133 out of 156 countries of 

the world by this indicator [19]. By comparison, Hungary 

ranks 62nd and Poland – 40th. As this study found, all the 

states that have high levels of citizen satisfaction with the 

governance model have high values in six key variables, 

which support the welfare. This is the level of income, 
healthy life expectancy, social support, freedom, trust 

and generosity [19]. 

Figure 7 shows a graph of natural population growth 

in Ukraine over the period 1950–2010. (Fig. 7) [20]. 

 

 
Fig. 7. The natural population growth of Ukraine 

(1950-2010) [20]. 

 

The lines denote the values per 1000 people: birth 

rate, death rate, and natural growth. As the graph shows, 

the natural population growth of Ukraine began to 

decline back in the time of the USSR. During the years 

of independence, this trend only intensified [20]. 

According to another source, since 1999, the population 
of Ukraine has decreased by about 15 percent, while the 

number of youth over this period has decreased by 

almost 25 percent [21]. 

Let us prove the third key thesis of our study: the 

dependence of economic growth on the increase in the 

quality of education and human capital. 

As follows from the study Review of the Education 

Sector in Ukraine: Moving toward Effectiveness, Equity 

and Efficiency, since the time of gaining its 

independence, Ukraine has managed to maintain many of 

the educational benefits that it got after the collapse of 
the USSR [21]. However, the main problem is that the 

skills taught by the remaining “soviet” education do not 

correspond to the skills that are required in the 

governance models, economic, behavioral and other 

models that are brought into management from a 

completely different sociocultural environment. Despite 

the fact that some researchers urge to get rid of the 

“postcolonial syndrome” and form the Ukrainian 

management culture based on the traditions and attitudes 

of the national culture, the process of formation of 

Ukrainian culture has not yet been completed [22]. The 
key markers of modern national identity are only being 

formed and are taught in higher education institutions 

through the courses of philosophical disciplines for the 

degrees in International Management, Public 

Administration, etc. [23]. It takes time to form a new 

generation of managers whose worldview will be based 

on a new understanding of national culture. It is this 

generation that will be able to effectively use new 

markers of Ukrainian identity in governance models, and 

possibly combine the values of pre-Soviet, Soviet and 

post-Soviet Ukrainian culture. 

However, this process has not been completed yet. 
This fact is confirmed by the attitude to human capital in 

the management models used in Ukraine. According to 

the latest assessments of the welfare of states (141 states 

of the world), human capital in Ukraine is only 34 

percent of the total national welfare [21]. Compared to 

51 percent for low-income countries and 62 percent for 

Europe and Central Asia, this is the index that indicates a 

catastrophic underestimation, or rather ignorance of 

human capital in Ukraine. Low value of human capital 

reduces the value of national wealth, and, accordingly, 

the importance of Ukraine in global processes. 
E. Hadley, exploring the history of the concept of 

“human capital”, the place of education in this concept, 

as well as the impact of this concept on the development 

of economic theories, came to the conclusions that of 

importance for our study [24]. Firstly, the concept of 

“human capital” acquired its modern neoliberal form in 

the studies of the Chicago school of economists. It was 

the representatives of the Chicago school of economics 

in the second half of the twentieth century who proved 

the need to consider human capital as a necessary and 

promising form of investment. “Human capital” was 

formalized and presented as an important actor in 
economic theories. Depending on the state’s attitude to 

“human capital”, as well as on its share in national 

capital, it was capable of either ensuring the economic 

growth of the state, or leading to economic recession and 

long-term economic stagnation. Note that Theodore 



Schultz in 1979, and Gary Becker in 1992 received 

Nobel Prizes in Economics for creating theories based on 

the concept of “human capital”. Secondly, the conception 

of investment in human capital was disclosed, i.e. the 

investment in the development of education, which 

ensured the continuous improvement of professional 

skills necessary for the intensification of production 

processes and, accordingly, the growth of the economy 

of the state [24]. 

In modern economic theories, on the basis of which 
the modern world economy is built and developed, 

human capital is considered in two aspects: 

a) On a large scale, when investment in human 

capital is seen as such affecting national and 

global economic indicators; 

b) On a small scale, when investing in people is 

considered as critical for the organization 

effectiveness. 

 

The concept of human capital asserts that the main 

source of production potential, whether in the economy, 
organization or management, is the abilities of people, 

i.e. comprehensive disclosure of their internal potentials 

[13]. Therefore, any modern state development strategies 

that are prescribed by political parties, governments, 

expert groups, etc., necessarily include a strategy for the 

development of education. It is education and its 

development that ensures the future growth of the human 

capital potential. Reforming educational institutions is a 

prerequisite for modern economic theories. Only the 

reforms in the field of education are capable of providing 

the national economy with a high quality, purposeful, 

flexible and responsible workforce, able to meet the 
needs of industry and carry out reforms in other areas of 

the nation’s life. Only through a reformed and highly 

effective educational system can the state achieve the 

growth of human potential, as well as benefit from 

human capital, i.e. directing its potential to economic 

growth and the development of other areas of activity. 

In modern economic theories, it is an obvious and 

proven fact that a high rate of expenditures for education 

and development of employees is fully paid off with a 

higher value of their potential revealed by education. For 

this reason, management of modern enterprises 
stimulates and encourages training of their employees. 

Often enterprises pay for the training of their employees, 

and also provide a flexible work schedule that provides 

for the possibility of developing the human potential of 

the enterprise. 

 

Conclusions.  

 

Thus, the results of our study prove that Ukraine has 

not yet created a governance model that is able to 

effectively manage the economy, science and social 

development. The main indicator of inefficient 
governance is the 133rd place of Ukraine (out of 156 

states) in the ranking of people’s happiness rating in 

2019. However, this indicator, in accordance with the 

resolution of the UN General Assembly adopted in July 

2011, is the main guideline in the state policy. 

We believe that one of the reasons for the lack of an 

effective governance model, with which it is possible to 

overcome long-term economic stagnation in Ukraine, is 

the underestimation of the key role of education and 

human capital in economic processes. The Ukrainian 

political elite and international management continue to 

consider the human capital using a traditional, 

instrumental approach. In Ukraine, human resources 

continue to be seen as expenses that must be kept beyond 

immediate and short-term needs. 
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Мета. Метою дослідження є осмислення 

причини тривалої стагнації і рецесії економіки 

незалежної України на засадах статистичних даних. 
Методика. В якості головних методів 

дослідження автори використали методи описової 

статистики і логічної статистики. Також, автори 

скористалися компаративістським аналізом і 

моделюванням. 

Результати. Головними результатами 

дослідження є наступні: 

1. Автори довели факт довгострокової стагнації 

економіки України, яка почалася в 1989 році 

(4243 дол ВВП України на душу населення) і 

триває до теперішнього часу. У 2018 році 

ВВП України на душу населення становив 
3110 дол. Періоди 1990-1998, 2008-2009 і 

2014-2015 були періодами рецесії. 

2. Автори довели факт недооцінки в 

державному управлінні України двох 

ключових факторів розвитку економіки: 

освіти і людського капіталу. Згідно «World 

Happiness Report 2019» Україна посідає 133 

місце з 156 держав світу, що підтверджує 

незадоволеність українців якістю 

державного управління. 

3. Була доведена залежність росту економіки 
від зростання якості освіти та людського 

капіталу. 

Наукова новизна. Спираючись на статистичні 

дослідження, автори довели: 

1. Факт довгострокової економічної стагнації в 

Україні, яка почалася в рік здобуття Україною 

незалежності і триває до теперішнього часу. 

2. Головною причиною негативних сценаріїв в 

розвитку економіки України за період Незалежності є 

нехтування зв'язком між освітою, людським 

капіталом і національною економікою в моделі 

державного управління. 
Практична значимість. Результати дослідження 

можуть використовуватися в моделях державного 

управління, а також економічних, поведінкових та  




