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Abstract. In the innovation economy, where competitiveness rests on the 

continuous generation and commercialization of new knowledge, human capital 

becomes the decisive factor of development and its management a strategic function. 

This article examines the priority directions of human capital management under 

conditions in which knowledge, creativity, and research capability are the principal 

sources of value. Drawing on human capital and intellectual capital theory, the 

knowledge-based view of the firm, and evidence from the Global Innovation Index, 

the study first clarifies the role of human capital in innovation and traces the 

evolution of management practice from personnel administration to strategic human 

capital management. It then identifies and substantiates seven priority directions: 

strategic investment in continuous education and lifelong learning; the attraction, 

development and retention of talent; knowledge management and organizational 

learning; the cultivation of creativity and innovative competencies; the digitalization 

of human capital management and data-driven decision-making; motivation, 

engagement and an innovation-oriented culture; and integration into innovation 

ecosystems through university–industry–government cooperation. The article 

analyzes the barriers that impede these directions and illustrates their relevance 

through the case of Uzbekistan, whose national strategy aims to enter the world's 

most innovative economies by 2030. It concludes that in the innovation 

economy the management of human capital shifts from cost control toward long-

term investment in people as the primary engine of innovation. 

Keywords: human capital, human capital management, innovation economy, 

knowledge economy, talent management, knowledge management, intellectual 

capital, creativity, innovation ecosystem, lifelong learning. 
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The transition from a resource-based to an innovation-based model of growth 

is among the most consequential economic shifts of recent decades. In the innovation 

economy, sustained competitive advantage no longer derives primarily from natural 

endowments, cheap labour, or physical capital, but from the capacity to create, 

absorb, and commercialize new knowledge. The engine of that capacity is people — 

their skills, creativity, tacit knowledge, and readiness to learn. Consequently, human 

capital moves from being one factor of production among several to being the central 

determinant of innovative performance, and the way organizations and nations 

manage that human capital becomes a strategic question rather than an 

administrative one. 

This change places new demands on management. When value is generated 

chiefly by knowledge workers whose most important assets reside in their own 

minds, the traditional apparatus of personnel administration — designed to control 

costs, enforce compliance, and treat labour as an interchangeable input — becomes 

inadequate. What the innovation economy requires instead is a management 

approach that treats people as appreciating assets in which the organization invests, 

that mobilizes their creativity, and that aligns individual development with the 

strategic goal of continuous innovation. This is the domain of human capital 

management. 

The aim of this article is to identify and substantiate the priority directions of 

human capital management in the conditions of the innovation economy. It pursues 

four objectives: to clarify the role of human capital as the source of innovation; to 

trace the evolution of management practice from personnel administration to 

strategic human capital management; to formulate and justify the principal priority 

directions along which that management should be organized; and to examine the 

barriers to their realization, illustrated through the case of Uzbekistan as a transition 

economy pursuing an explicit innovation-development agenda. The article argues 

that the common thread linking these directions is a reorientation of management 
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from the containment of labour costs toward long-term investment in people as the 

primary driver of innovation. 

The conceptual basis of the argument draws on several complementary bodies 

of theory. The first is human capital theory, developed by Theodore Schultz and 

Gary Becker, which established that spending on education, training, and health is a 

form of investment that raises the productive capacity of individuals and, in 

aggregate, of economies. The second is the theory of the knowledge-based economy, 

articulated by the OECD and others in the 1990s, which holds that the production, 

distribution, and use of knowledge have become the main drivers of growth and 

employment in advanced economies. Peter Drucker's concept of the knowledge 

worker — the employee whose productivity depends on the application of 

knowledge rather than physical effort — captured the human dimension of this shift 

and anticipated the managerial challenges it would create. 

A third strand concerns the firm itself. The resource-based view, associated 

with Jay Barney, argues that sustainable competitive advantage arises from 

resources that are valuable, rare, difficult to imitate, and organizationally embedded; 

human capital, being tacit and socially complex, is precisely such a resource. 

Building on this, the knowledge-creating theory of Ikujiro Nonaka and Hirotaka 

Takeuchi describes how organizations convert individual tacit knowledge into 

shared explicit knowledge through a continuous spiral of socialization, 

externalization, combination, and internalization, making the management of 

knowledge and of the people who hold it a core organizational competence. 

A fourth strand is intellectual capital theory. Scholars such as Leif Edvinsson, 

Michael Malone, and Thomas Stewart proposed that the true value of a knowledge-

intensive organization lies largely in intangibles — human capital (the competence 

and creativity of employees), structural capital (processes, systems, and codified 

knowledge), and relational capital (networks and relationships). Human capital is 

the foundation of the other two, since structures and relationships are ultimately 

created by people. Finally, the innovation-systems literature — including Bengt-Åke 
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Lundvall's national systems of innovation and the triple-helix model of Henry 

Etzkowitz and Loet Leydesdorff — situates human capital within networks of 

universities, firms, and government, emphasizing that innovation is a collective, 

interactive process. Taken together, these theories imply that managing human 

capital in the innovation economy means investing in people, cultivating and sharing 

their knowledge, and connecting them within innovation ecosystems. 

Innovation is, at root, a human act: it originates in the ideas, insight, and 

problem-solving of people, and depends on their ability to combine existing 

knowledge in new ways and to translate it into products, services, and processes of 

value. Human capital therefore stands at the beginning of every innovation cycle, 

from basic research through experimental development to commercialization. This 

centrality is reflected in the way innovation itself is measured. The Global 

Innovation Index, the leading international benchmark of innovative performance, 

is built on seven pillars, of which “human capital and research” — encompassing 

education, tertiary enrolment, and research and development — is a core input pillar, 

on a par with institutions and infrastructure. Economies cannot innovate without a 

foundation of educated, research-capable people. 

The quality of human capital shapes innovative performance through several 

channels. It determines a country's or firm's absorptive capacity — the ability to 

recognize, assimilate, and apply external knowledge — which is itself a function of 

the education and experience of its workforce. It governs the supply of researchers, 

engineers, and entrepreneurs who generate and scale new ideas. And it underlies the 

creativity and adaptability without which organizations cannot renew themselves. 

The recent global environment underscores how fragile these foundations can be: 

following the boom of 2020–2022, international data recorded a marked downturn 

in innovation investment in 2023, with venture-capital funding falling sharply and 

growth in research-and-development expenditure and scientific publications 

slowing. Sustaining innovation through such cycles depends on protecting and 
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continuing to build human capital even when short-term financial signals discourage 

it. 

It follows that human capital in the innovation economy is not merely to be 

accumulated but to be actively managed — developed, deployed, motivated, 

retained, and connected. The remainder of the article turns to how that management 

has evolved and along which directions it should now be prioritized. 

The management of people in organizations has passed through several stages, 

each reflecting the prevailing understanding of the worker's economic role. In the 

industrial era, personnel administration treated labour as a cost to be minimized and 

controlled; its concerns were hiring, record-keeping, payroll, and compliance, and 

its implicit model of the employee was that of an interchangeable input. From the 

1980s, human resource management reframed employees as resources to be 

developed and aligned with organizational objectives, introducing systematic 

practices of selection, training, appraisal, and reward. Strategic human resource 

management went further, linking these practices to competitive strategy and 

arguing that a coherent system of people-management practices could itself be a 

source of advantage. 

Human capital management represents a further evolution suited to the 

innovation economy. Its defining premise is that people are not costs but assets — 

indeed appreciating assets — in which the organization invests and from which it 

expects long-term returns. This reorientation has three practical consequences. First, 

expenditure on learning, development, and well-being is treated as investment to be 

optimized rather than overhead to be cut. Second, decisions about people are 

grounded increasingly in evidence and analytics rather than administrative routine. 

Third, the object of management extends beyond the individual employee to the 

organization's collective knowledge, creativity, and capacity to innovate. Table 1 

summarizes this trajectory. 

Table 1.  

The evolution of people management toward human capital management 
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Stage View of the worker Primary focus 

Personnel 

administration 

A cost / interchangeable 

input 

Control, compliance, 

record-keeping 

Human resource 

management 

A resource to be developed Selection, training, 

appraisal, reward 

Strategic HRM A source of competitive 

advantage 

Aligning people 

practices with strategy 

Human capital 

management 

An appreciating asset / 

investment 

Investment in people, 

knowledge and 

innovation 

Against this background, seven priority directions can be identified. They are 

interdependent rather than sequential: each reinforces the others, and their combined 

effect is greater than the sum of its parts. Table 2 presents them in summary form 

before each is discussed in turn. 

Table 2.  

Priority directions of human capital management and their expected 

outcomes 

Priority direction Expected outcome 

1. Continuous education and lifelong 

learning 

A workforce whose skills are 

continuously renewed 

2. Attracting, developing and retaining talent A stable pool of high-potential 

knowledge workers 

3. Knowledge management and 

organizational learning 

Tacit knowledge captured, shared 

and reused 

4. Cultivating creativity and innovative 

competencies 

A higher rate of idea generation 

and problem-solving 

5. Digitalization and data-driven decisions Evidence-based, efficient people 

management 
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6. Motivation, engagement and innovation 

culture 

Employees committed to 

innovation and change 

7. Integration into innovation ecosystems Stronger university–industry–

government linkages 

Because knowledge in the innovation economy depreciates rapidly, the first 

priority is to treat the continuous education of employees as a strategic investment 

rather than a discretionary expense. This means moving beyond occasional training 

toward integrated systems of lifelong learning: individual development plans linked 

to organizational strategy, on-the-job learning, professional certification, and 

partnerships with universities and training providers. The objective is not merely to 

close current skill gaps but to build the adaptive capacity that allows the workforce 

to renew its competencies ahead of changing demand. Organizations that 

institutionalize learning acquire a durable advantage, because the resulting 

capabilities are difficult for competitors to imitate quickly. 

In a knowledge-intensive environment, a small proportion of highly capable 

people — researchers, engineers, designers, and entrepreneurs — generate a 

disproportionate share of innovation. Managing this talent is therefore a second 

priority. It comprises the ability to attract high-potential individuals through a 

compelling value proposition, to develop them through challenging assignments and 

mentoring, and above all to retain them, since the departure of a key knowledge 

worker removes tacit knowledge that cannot easily be replaced. For nations, talent 

management has an additional dimension: the need to counter the outflow of skilled 

people — the brain drain — by creating domestic conditions in which talented 

individuals can pursue rewarding careers. 

Much of the knowledge that drives innovation is tacit — embedded in the 

experience and intuition of individuals — and is therefore vulnerable to loss and 

difficult to share. The third priority is to manage this knowledge deliberately: to 

create mechanisms that capture, codify where possible, and diffuse knowledge 
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across the organization, and to foster the conditions of trust and interaction through 

which tacit knowledge is transferred. As Nonaka and Takeuchi's account of 

knowledge creation implies, the task of management is to enable the continuous 

conversion between tacit and explicit knowledge, turning individual insight into a 

shared organizational asset and reducing dependence on any single person. 

Creativity is the raw material of innovation, yet it is often suppressed by 

hierarchical structures and risk-averse cultures. The fourth priority is to cultivate 

creativity and innovative competencies actively: to grant employees autonomy and 

time to explore, to tolerate the intelligent failure inherent in experimentation, to 

encourage collaboration across disciplines, and to develop the specific competencies 

— critical thinking, design thinking, entrepreneurial reasoning — that turn ideas into 

workable innovations. Research on creativity in organizations shows that intrinsic 

motivation and a supportive environment matter as much as individual talent, 

placing responsibility for creative output squarely within the domain of 

management. 

The fifth priority is to modernize the practice of human capital management 

itself through digital tools and analytics. Data on skills, performance, engagement, 

and mobility allow decisions about recruitment, development, and retention to be 

based on evidence rather than intuition, and enable organizations to anticipate skill 

needs and identify emerging gaps. Applied responsibly — with due regard for 

privacy and fairness — people analytics turns human capital management into a 

more precise and strategic function, and provides the measurement basis without 

which investment in people cannot be evaluated or justified. 

Skills and knowledge yield innovation only when people are motivated to 

apply them. The sixth priority is therefore to sustain high levels of engagement and 

to build a culture that values inquiry, openness, and change. In knowledge work, 

intrinsic motivators — meaningful challenges, autonomy, recognition, and 

opportunities for growth — tend to outweigh purely financial incentives. An 

innovation-oriented culture, in which questioning the status quo is welcomed and 
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reasonable risk is rewarded rather than punished, converts individual capability into 

collective innovative behaviour and is among the hardest assets for competitors to 

replicate. 

Finally, because innovation is a collective and interactive process, the seventh 

priority is to connect the organization's human capital to the wider innovation 

ecosystem. The triple-helix model highlights the productivity of dense linkages 

among universities, industry, and government, through which knowledge, talent, and 

resources circulate. In practice this means collaborative research, joint education and 

internship programmes, mobility of researchers between academia and industry, and 

participation in clusters and innovation platforms. Such integration multiplies the 

value of internal human capital by giving it access to external knowledge and 

networks that no single organization can generate alone. 

Several barriers commonly impede these directions and must be addressed for 

them to succeed. The first is a persistent cost mindset that regards spending on 

people as overhead to be minimized, especially under financial pressure; this is the 

direct antithesis of the investment logic on which human capital management rests, 

and it tends to intensify precisely when innovation most needs protection. The 

second is the outflow of skilled people, whether across borders or between sectors, 

which depletes the very talent the priority directions seek to develop. The third is 

underinvestment in research and development and in higher education, which 

weakens the human capital and research foundation on which all else depends. The 

fourth is organizational and cultural inertia — rigid hierarchies, intolerance of 

failure, and weak incentives for collaboration — that suppresses creativity and 

knowledge sharing. The fifth is the difficulty of measurement: because the returns 

to investment in people are long-term, intangible, and hard to attribute, they are 

easily overlooked in decision-making that favours what can be readily quantified. 

Overcoming these barriers requires a deliberate and sustained managerial 

commitment to the investment view of human capital. 

1-son | 1-qism Avgust 2026



        

  

 
387  

 

Respulika ilmiy-elektron jurnal 

The priority directions described above take on particular urgency in transition 

economies seeking to move from resource-based to innovation-based growth. 

Uzbekistan provides a clear illustration. The country has made explicit its ambition 

to become an innovation-driven economy, setting the goal, within the framework of 

its national development strategy, of entering the world's fifty most innovative 

economies by 2030. Its progress in international benchmarks reflects this 

orientation: in the Global Innovation Index its ranking improved from 122nd in 2015 

to 83rd in 2024 and 79th in 2025, and the country has been recognized as an 

innovation “overperformer” relative to its income level for three consecutive years, 

with especially strong recent gains in the human capital and research pillar. 

Underpinning this progress is a substantial expansion of human capital. The 

higher-education enrolment rate rose from about 9 per cent in 2016 to some 42 per 

cent in 2023, with a target of 50 per cent by 2030, supported by significant growth 

in public spending on education. Programmes to develop digital and technical skills, 

to expand tertiary and research capacity, and to strengthen the national innovation 

ecosystem align closely with several of the priority directions identified above — in 

particular continuous education, talent development, and integration into innovation 

ecosystems through stronger university–industry linkages. 

At the same time, the case exhibits the characteristic barriers. International 

analyses note that the largest gaps between Uzbekistan and the world's leading 

innovators lie in the scientific sphere — the number of researchers, scientific 

publications, and citations relative to population — and in aspects of higher 

education such as the internationalization of universities. Underinvestment in 

research and development, the risk of skilled-labour outflow, and the challenge of 

raising research quality all bear directly on the human capital foundation of 

innovation. For Uzbekistan, therefore, the priority directions of human capital 

management are not abstract prescriptions but concrete conditions for achieving its 

stated innovation goals: sustained investment in education and research, deliberate 
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cultivation and retention of talent, and the construction of an ecosystem in which 

universities, enterprises, and the state jointly generate and apply new knowledge. 

In the innovation economy, where prosperity depends on the continuous 

creation and commercialization of knowledge, human capital is the decisive factor 

of development, and its management is a strategic function rather than an 

administrative task. This article has argued that meeting the demands of the 

innovation economy requires a reorientation of people management from the 

industrial-era logic of cost control toward an investment logic that treats employees 

as appreciating assets and the ultimate source of innovation. On this basis it has 

identified seven priority directions: strategic investment in continuous education and 

lifelong learning; the attraction, development, and retention of talent; knowledge 

management and organizational learning; the cultivation of creativity and innovative 

competencies; the digitalization of human capital management and data-driven 

decision-making; the sustaining of motivation, engagement, and an innovation-

oriented culture; and integration into innovation ecosystems through university–

industry–government cooperation. 

These directions are mutually reinforcing, and their realization is constrained 

by common barriers — the cost mindset, the outflow of talent, underinvestment in 

research, cultural inertia, and the difficulty of measuring returns — that management 

must consciously address. The experience of Uzbekistan demonstrates that, for a 

transition economy pursuing an explicit innovation agenda, these priorities are 

practical conditions for success rather than theoretical ideals. The central conclusion 

is that competitiveness in the innovation economy is decided less by the volume of 

human capital an organization or nation possesses than by the wisdom with which it 

invests in, develops, and mobilizes that capital. Further research into the 

measurement of human capital and into the effectiveness of specific management 

practices in innovation-oriented settings would strengthen the evidentiary basis for 

this agenda. 
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