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ACCOUNTING IN THE SYSTEM OF HUMAN CAPITAL
MANAGEMENT AT THE BUSINESS ENTITIES

Abstract. Introduction. The world economic experience proves that success of an enterprise depends not only on its material and
financial resources, but also on its human capital, which is the basic factor for company’s competitiveness increasing. Effective
human capital management based on the data provided by accounting, however, remains underdeveloped.

Purpose. Improvement of accounting methodology, which demands a number of techniques and instruments that will enable to
implement theoretical assertions, transform the functional contents of business entity’s management.

Results. The economic nature of the category of human capital has been proved via adding the properties concerning its structure,
conditions of formation and effectiveness of usage, which defines the methodological grounds for including human capital to the
accounting system. The directions of cost classification have been offered with reference to human capital theory in terms of human
capital components, which is based on its life cycle phases. This provides relevant information arrangement in the necessary ana-
lytical terms and encourages accounting methodology development with reference to these costs representation in accounting
documentation. The authors propose the directions of improving the theoretical and organizational basis for integrated reporting pro-
cedure formation order, which meets the users’ needs in the information concerning the company’s human capital.

Conclusion. Amplification of the human capital management paradigm changes the role of accounting in the system of enterprise
activity management, it acts as the system of information provision for the enterprise’s human capital management on the basis of
systematizing the accounting information on human capital formation, employment and reproduction, which enhances the informa-
tion capacity of management data and enables decision-making concerning formation and efficient employment of human capital.
Keywords: Human Capital; Accounting; Personnel Management Costs; Sustainable Development; Integrated Reporting.
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OaBuaiok T. B.

[OOKTOP EKOHOMIYHMX HayK, npodhecop, 3asigyBay kadenpv o6niky i ayauTy,

XapkiBCcbKuUii iIHCTUTYT 6aHKiBCbKOI cnpasu YHiBepcuTeTy 6aHKiBCbKOI cnpasu HBY (Kuis), YkpaiHa

Octam’iok H. A.

[OKTOP EKOHOMIYHMX HayK, AOLEHT, 3aBsigyBay Kadenpu obniky i ayauty,

Yepkacbkui iHCTUTYT 6aHKIBCbKOI cnpasu YHiBepcuteTy H6aHkiBcbKoi cnpasu HEY (KuiB), YkpaiHa

MeTpeHko H. A.

OOKTOP EKOHOMIYHMX HayK, OOUeHT, npodyecop kadeapu 6yxrantepcbkoro obniky i ayauTy, Bigokpemnenun nigposgin
HauioHanbHoro yHiBepcuTeTy 6iopecypciB i NPMpPOAOKOPUCTYBaHHA YKpaiHn «bepexxaHCbKuii arpoTeXHIYHNUI IHCTUTYT», YKpaiHa
Manaxos B. A.

KaHanMAaT eKOHOMIYHMX HayK, OOUEHT kadeapu obniky i ayauTy,

XapKiBCbKUI IHCTUTYT 6aHKIBCbKOI Cripasu yHiBepcuTeTy 6aHKiBCbKOi cnpasn HBY (Kwis), YkpaiHa

BYXITANTEPCbKWUU OBJIIK Y CUCTEMI YNIPABJIIHHA NIOACLKUAM KAMITAJIOM CYB’EKTIB NIANMPUEMHULITBA
AHoOTauiA. Y cTaTTi NpoaHaniaoBaHo posib ByxranTepcbkoro 06iKy B CUCTEMI YNpaBniHHA NIIOACBKUM KaniTanoM. 3anponoHo-
BaHO Knacudikauito BUTpaT, BUXOAAYM i3 NOMOXEHb Teopil NIOACLKOro Kanitany, B po3pisdi CknagoBux NIIOACLKOro Kanitany, B
OCHOBY AKOI NOKMaAeHo dhasu Moro XXUTTEBOrO UMKy (BUTpPaTy Ha hOpMyBaHHA, BUKOPUCTAHHA Ta BiATBOPEHHA). ABTopamu
06rpyHTOBaHO HEOOXiAHICTb NiABULLEHHA IHPOPMATUBHOCTI AAHMX LLMIAXOM PO3BUTKY 3BITHOrO iHHOPMALNHOro 3abe3neveHHs
CUCTEMM yrnpaBniHHA NIOACBKUM Kanitanom cyb’eKTiB nNignpMeMHULTBA ANA NiABUWEHHA eDeKTUBHOCTI nogansLioro pecgopmy-
BaHHA iHTerpoBaHoi 3BITHOCTI 3 ypaxyBaHHAM BUMOI KOPUCTYBaYiB iHGopmaLlii.

KnioyoBi cnosa: noacbkuii Kanitan; yxrantepcbkuii 0bnik; BUTpaTK Ha ynpasniHHA NepCoHanoM; KOHLUenNuia CTiINKOoro pos-
BUTKY; IHTErpoBaHa 3BiTHICTb.
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OOKTOP 3KOHOMMYECKMX HayK, npodeccop, 3aBeayowan kadeapon y4eta u ayauTta,
XapbKOBCKMI NHCTUTYT 6aHKOBCKOro aena YHusepcuteta 6aHkoBckoro gena HBY (Knes), YkpanHa

OcTanbtok H. A.

[OKTOP 9KOHOMMYECKMX HayK, JOLEHT, 3aBeaytolan kadenpon yyeta n ayanTa,
Yepkaccknin MHCTUTYT 6aHKOBCKOro aena YHusepcuteTa 6aHkoBckoro gena HBY (Kues), YkpauHa

MeTpeHko H. A.

[IOKTOP 9KOHOMUYECKMX HayK, AOLEHT, npodeccop Kadeapbl OyxranTepckoro yyeTta u ayamra,
O6ocobneHHoe noapasaeneHne HaumoHaneHOro yHnsepcuteTa 6MopecypcoB U NPUMpPOLONOoSib30BaHNA YKpanHbl

«BepexXaHCKNn arpoTeXHUYECKUN NHCTUTYT», YKpanHa
Manaxos B. A.

KaHaMaaT 9KOHOMUYECKMX HayK, AOUEHT Kadeapbl yyeTa v ayanTa,
XapbKOBCKUI UHCTUTYT 6aHKOBCKOTO Aena YHuBepcuteTa 6aHkosckoro gena HBY (Knes), YkpanHa
BYXFANTEPCKWWU YYET B CUCTEME YNPABJEHUA YENTOBEYECKUM KAMUTAJIOM

CYBBEKTOB NPEANPUHUMATENIbCTBA

AHHOTauuA. B cTtaTbe npoaHanuampoBaHa ponb GyXrafiTepCKoro yyeta B CUCTEME YMpaBfeHWs YelloBEeYECKUM KanuTasioMm.
MpeanoxeHa Knaccugukauma 3aTpar, UICXOAA U3 MOMOXXEHWIA TEOPUM YETOBEYECKOTO KanuTana, B pa3pese COCTaB/IAOLLMX Ye-
NTIOBEYECKOTrO KanuTtana, B OCHOBY KOTOPOM MONOXeHbI (hasbl ero XXU3HeHHOro LMKIa (3atpatbl Ha (DOpMMPOBaHWE, UCTIOSb30-
BaHve 1 BocrpousBeaeHve). O6ocHOBaHa HEOOXOAUMOCTbL MOBbILWEHUA MHPOPMATUBHOCTM AaHHbIX MyTEM Pa3BUTMA OTHETHOrO
MHChOPMALIMOHHOIO 06ecneyeHna CUCTEMbI YNPaBIeHNA YENOBEYECKUM KanuTanom cy6bekToB NpeanpuHuMaTenscTea Aid rno-
BbILLEHMA 3(h(HEKTUBHOCTY AasibHelLlero pehopMMPOBaHUA MHTEMPUPOBaHHOW OTHYETHOCTM C y4eToM TpeGoBaHuiA nonb3oBaTe-

nen nHcopmaumm.

KntoueBble cnoBa: 4enoBeYeCcKuin Kanutar, 6yxranTepCKvu7| y4eT; pacxonbl Ha ynpaBrieHne nepcoHasrioMm; KoHuenunA yCTOl7I-

YMBOro pas3BnUTUA; MHTerpupoBaHHaA OTYETHOCTb.

1. Introduction

High level and quality of the nation’s human capital provide
for the sustainable GDP growth, and, thus, living standards
improvement. Economic development rates directly depend on
the human capital, so countries with a considerable amount of
human capital show higher growth ratio. Human capital forma-
tion, maintenance and reproduction are fostered at the national
economy level.

The National Strategy of Socially-Responsible Business is
currently being developed by joint efforts of the public, busi-
nesses and the Cabinet of Ministers of Ukraine, which presup-
poses involvement of the state with the system-based work of
Ukrainian companies in the sphere of socially-responsible busi-
ness being an important direction of human capital formation,
which forms the basis for the competitiveness of companies
and Ukraine as well.

Successful company development depends on the efficient
economic resources management based on the data produced
in the accounting system. However, the accounting methodolo-
gy in the system of human capital management remains under-
developed. Noncompliance of the content of accounting with the
user demands with reference to human capital management
paradigm, which gained widespread in response to socio-eco-
nomic development concepts of the society, has distinguished
the topicality of the research.

2. Brief Literature Review

Human capital theory formation and amplification are con-
nected with the names of eminent economists: D. Acemoglu,
F. A. Gallego, and J. A. Robinson (2014) [1], S. O. Becker, and
L. Woessmann [2], A. Ciccone, and E. Papaioannou (2009) [3],
D. Cohen, and M. Soto (2007) [4], A. M. de Pleijt, and J. L. Weis-
dorf (2014) [5], Ch.-T. Hsieh, and P. Klenow (2010) [6], M. A. Si-
dorkin (2007) [7]. In Ukraine, methodological problems of hu-
man capital development, reproduction and employment have
been studied by such known scientists as O. Amosha, S. Bandur,
D. Bogynya, V. Brich, O. Grishnova, B. Danylyshyn, M. Dolishniy,
V. Kutsenko, E. Libanova, N. Lukianchenko, O. Novikova, V. Oni-
kienko, A. Chukhno.

«Development of reasonable human capital formation, effi-
cient employment, reproduction and development directions, —
as specified by L. Kryvenko, and S. Ovcharenko (2014), — is pos-
sible only on condition of the elaborated national strategic prio-
rities, which form the appropriate grounds for increasing the
competitiveness of the national economy» [8, p. 26].

The problems concerning accounting theory and methodo-
logy of human capital and its reporting have been studied in the
works of the following Ukrainian scientists: F. Butynets, N. Go-
lovai, A. Kolosiuk, N. Koroliuk, P. Kostyrko, L. Osmiatchenko,

M. Pushkar, N. Shulga. However, despite the importance of the
given scientific works and their influence on the development of
accounting theory, problems concerning transforming the
accounting system, stipulated by human capital theory amplifi-
cation, distinguishing the role of accounting in the human capi-
tal management system as well as developing the accounting
methodology for human capital formation, employment and re-
production, remain unsolved.

3. Purpose

Development of theoretical and methodological grounds for
human capital accounting as the basis for information provision
of business entities activity management system with reference
to the human capital management paradigm.

4. Result

The evolution of academic views of the essence of human
capital testifies the concentration of research by the representa-
tives of different directions of the economic theory on the issues
of human capital as the main national wealth. Human capital
refers to the certain supply of health, universal and shop-floor
knowledge, skills and competences formed and resulting from
investments in education, professional training and accumula-
ted by people, which enable individuals to perform their profes-
sional activity and should have practical application in order to
obtain a certain result, foster labour and production efficiency
growth, and, thus, influence increase in revenue of owners and
enterprises as well as national wealth.

The existing human capital management paradigm corre-
sponds to the concept of total human capital management,
which, being a complex, multitier process, which extends to the
macro-, meso- and micro-level, encompasses human resources
reproduction process and meets basic socio-economic require-
ments of the modern society. Accounting is seen as the integral
element of extending human capital management paradigm
and as one of the focus areas for studying modern approaches
to accounting methodology development. We fully support the
view of D. Yadranskiy, who asserted that accounting is currently
at the stage, at which the necessity arises to form new accoun-
ting methodology [9]. That is why the main task of human cap-
ital accounting must be information provision necessary for
decision-making concerning the enterprise labour costs.

Complex and science-intensive production processes
encourage exclusive standards for employees and, therefore,
increased expenses on human capital development on the part
of the state as well as business entities. The share of labour
costs in total enterprise expenditure shows a steady upward
trend in all branches of the economy, in high technology indus-
tries in particular, thus, labour costs management based on the
accounting data gains fundamental importance.
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In the study of labour costs, such classification criteria as
funding sources and recipients, the necessity and expedience
of spending costs as well as their allocation are widely used.
However, the abovementioned factors do not fully reveal the
specificity of human capital costs accounting. The suggested
cost classification with regard to human capital components
according to the phases of their life cycle (formation, employ-
ment and reproduction phases) characterizes quantitative and
qualitative enterprise human capital gain, provides relevant
information systematization from the necessary analytical per-
spectives and encourages accounting methodology develop-
ment as to account management (see Figure).

The suggested cost classification demonstrates the speci-
ficity of human capital being a particular resource of the enter-
prise and its advantages are: it allows costs systematization
with regard to human capital components in order to manage
them; it forms the basis for planning and analysis of human
capital costs; it is the instrument of personified human capital
costs management with the application of accounting records
revealing human capital formation, employment and reproduc-
tion costs; it enables coordination of tasks and actions of enter-
prise branches, which manage personnel.

M. G. Olievska emphasizes the social effect of allocating
resources to enterprise workers development and support [10].

Human capital cost composition depends on the peculiari-
ties of the certain enterprise activity, however, their recording in
the accounting system is possible in case of their analytical rep-
resentation, which will encourage workers’ pro-activeness and
enable integration of their wants with long-term enterprise per-
spectives in the sphere of personnel management.

Accounting data in the human capital management system
will be used to: assess social orientation of the personnel poli-
cy, its conformity with the tasks and strategies of the enterprise
development; assess the conformity of the planned amount
and quality of personnel with the strategic tasks of the enter-
prise; assess the conformity of personnel search and selection
with legal requirements as well as social and economic efficien-
cy; analyze personnel adaptation methods, its conformity with
the employees’ demands and enterprise development strategy;
diagnose the personnel appraisal system with regard to its con-
formity with social and economic efficiency requirements; eval-
uate organization of personnel labour remuneration as well as

implementation of its reproductive, social and motivation func-
tions, personnel motivation system assessment; analyze trai-
ning, professional development and retraining methods and
their conformity with current and strategic tasks of the enter-
prise and employees’ interests; distinguish existing problems in
all evaluation categories and ways of their solution.

Many enterprises have considerable total expenditure on
human capital formation, employment and reproduction, thus,
this explains the necessity to plan and control the given factors.
Human capital formation, employment and reproduction costs
analysis and monitoring can be performed by accounting sys-
tem, rational organization of which stipulates company functio-
ning. In particular, collective contract terms, basic documents,
accounting registers and reports, which contain rates of sala-
ries, bonuses, increments, compensation, material aid, person-
nel training costs, healthcare and recreational packages as well
as other paid fringe benefits are subject to audit.

The basic element of operations accounting organization
connected with human capital formation, employment and
reproduction is definition of the sub-ledger accounting object.
Sub-ledger accounts for homogeneous bodies are offered to be
identified in the working chart of accounts for human capital for-
mation, employment and reproduction costs calculation for
every employee of the enterprise with regard to the contractual
terms of the collective labour agreement on the basis of quan-
titative and qualitative (age, sex, occupational) enterprise staff
structure. Further specification of information on human capital
formation, employment and reproduction costs for management
purposes may be conducted with regard to structural subdivi-
sion of the enterprise, personnel groups etc.

The major part of human capital formation, employment
and reproduction costs are demonstrated in accounting in
account 39 «Deferred Expenditure», account 65 «Insurance
Payments», account 66 «Payments for Employee Benefits»,
account 94 «Other Expenses on Business Operations», which
we offer to specify according to the given directions:

1) xxx.1 «Expenses on Human Capital Formation»: xxx.1.1
«Expenses on Career Guidance», xxx.1.2. «Expenses on Per-
sonnel Search, Selection and Recruitment», xxx.1.2 «Expenses
on Personnel within Adaptation Period», xxx.1.4 «Expenses on
Personnel within Training and Career Enhancement with
Respect to Enterprise Strategy»;

I

_______ 1

ACCOUNTING SUBSYSTEM 1 1
I

dvantages

Basis for !
petitive Human Capital Formation OBSERVATIONS Il
capital human capital accumulation, its structure refinement and brisk growth, !
which enables to obtain optimum results in enterprise activity, in particular !
{"Competitive =-| at the expense of costson professional orientation, search, selection and
H recruitment of personnel and their adaptation as well as training,

professional development according to the enterprise strategy

[}
i Manage-
STRUCTURAL ment of
CHANGES Change

ENTERPRISE
STRATEGY
FORMATION

e
:

Opportunity t0

Human Capital Employment
application of knowledge, skills, competences, experience, intellectual,
entrepreneurial, labour and creative capabilities of workers along with
further human capital formation, improvement and development at the

I

Feedback

Human Capital
Formation,
Employment and —

Reproduction

Analytic account data

1
1
! expense of enterprise expenditure on the personnel during the period of Expenses
v 1 otential accumulation, growth and attaining professionalism Analysis
MARKET ] D oL SD
STRATEGY 1 H n =
1 uman Capital Reproduction
SPECIFICATION ] sustainable human capital support or augmentation, and enrichment and
1
1

improvement with respect to its quantity (extensive reproduction —

, | obtaining and increasing the amount of knowledge) and quality (intensive
reproduction — improvement of the available knowledge, skills,
competences and capabilities) at the expense of costs allocated to support
of personnel efficiency, social amenities and personnel in the knowledge
capitalization period resulting from the personnel professional development]

information provision

1 HUMAN CAPITAL MANAGEMENT SYSTEM

Figure: Accounting Subsystem in the Enterprise Human Capital Management System
Source: Developed by the authors
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2) xxx.2 «Expenses on Human Capital Employment»:
xxx.2.1 «Expenses on Personnel within Growth Potential Accu-
mulation», xxx.2.2 «Expenses on Personnel within Professional
Competences Attainment Period»;

3) xxx.3 «Expenses on Human Capital Reproduction»:
xxx.3.1 «Expenses on Employees Capacity Support», xxx.3.2
«Social Amenities», xxx.3.3 «Expenses on Personnel under
Knowledge Capitalisation due to Career Enhancement».

The volume of human capital formation, employment and
reproduction costs on at many enterprises is considerable, thus,
there exists the necessity in planning and control of these
indices. Human capital formation, employment and reproduc-
tion cost analysis and control may be performed with the use of
the accounting system, on the rational organization of which
functioning of the entire enterprise depends. Thus, in particular,
the contractual terms of the collective labour agreement, pri-
mary accounting documents, accounting register and reporting,
which include rates of salaries, bonuses, wage premiums,
remuneration, welfare benefits, employee training expenses,
employee health improvement or recreation packages, as well
as other prepaid perks, travel vouchers, package tours, protec-
tive clothing and footwear, are subject to auditing.

Authoritative documentary evidence of these operations
enables to disclose in the balance sheet the incurred human
capital costs with the application of cost approach to human
capital evaluation.

In view of the fact that enterprise human resources are a
single collective body, we offer the following way of enterprise
human capital cost estimation:

1. Employees Professional Potential Ratio (1):

K, =K, K,, X(1+C/4+B/18), (1)

whereK, is the employees professional potential ratio; K, is
the index of educational level (amounts to: 0,15 — for individuals
with incomplete secondary education; 0.40 - for individuals with
secondary education; 0.60 — for individuals with vocational and
incomplete higher education; 0.75 — for individuals with a deg-
ree in a different specialization area; 1.00 — for individuals with a
degree in the required specialization area; 1.1 — for individuals
with an academic degree in a different specialization area; 1.2 —
for individuals with an academic degree in the required speciali-
zation area); K, is the index of time record for working in the
required specnalpzation area (equals 0.25 for individuals with
time record of 0-9 years; 0.50 — for individuals with the time re-
cord of 9-13 years; 0.75 — for individuals with the time record of
13-17 years; 1.00 — for those with the time record of 17-21 years;
1.25 — for individuals with the time record of 21-29 years; 1.50 —
for those with the time record of more than 29 years); C is the
time record for working in the required specialization area (ac-
cording to the recommendation of the research institute the ratio
is divided by 4, as the impact of work experience on labour effi-
ciency is 4 times less in comparison to the impact of education);
Bis the age (according to the recommendation of the research
institute, the ratio is divided by 18 as the impact of age on labour
efficiency is 18 times less than the impact of education with the
upper age limit of 62 years for men and 60 years for women).

2. Human Capital Goodwill (2):

G =Ly 1, t Ky ()
where I is the index of revenue obtained from human ca-

pital, which reveals the yearly change in the correlation of enter-
prise revenue and rated employees working time fund; 7, is the
index of expenses on human capital, which reflects the yearly
change in the correlation of total enterprise expenditure on
human capital and rated employees working time fund;
the employees professional potential ratio.

3. Employees Human Capital Cost (3):

CD‘Yt ’: Bemprhz Chc + ( fhc n’prhl’) 4 (3)
where Cost, is the employees human capital cost; B

zm}hr

the cost of human capital employment; G, is the employees
human capital goodwill, which reflects their actual market indi-
vidual value; B,, is the cost of the employees human capital

formation; B__ ' is the cost of human capital reproduction.

P[’

rep-he
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The enterprise employees human capital cost is influenced
by the high value of the human capital cost ratio, professional
potential ratio and considerable human capital formation,
employment and reproduction cost. Thereat, the low level of
enterprise human capital revenue index, which is stipulated by
a decrease in revenue, may be offset by the high value of pro-
fessional potential ratio and human capital cost ratio.

Enterprise human capital cost calculation may be used in
enterprise market value estimation with the application of the
ROA (Return on Assets) concept, which conforms to the accou-
nting principles. The spread between the enterprise purchase
and sale price and its net asset value will be reflected as good-
will in the balance sheet.

5. Conclusion

The research testifies that the problem of creating such an
accounting system, which will enable all the concerned parties
to be informed regularly of all the aspects of enterprise activity,
is acute. Accounting, being the human capital management
subsystem, provides for the formation and release of informa-
tion about the expenses on such unique intellectual and infor-
mation assets as employees’ knowledge, skills and compe-
tences.

The human capital management process enables decision-
making concerning the necessity and amount of expenses
needed for human capital formation, employment and repro-
duction on the basis of their economic practicality. Cost classifi-
cation, which was developed, reveals the specificity of the per-
sonnel being a specific enterprise asset directly related to its
recruitment, employment and development with reference to the
phases of its life cycle, and will characterize quantitative and
qualitative enterprise human capital gain.

The problem of enterprise reporting form and content as
well as the ability of information users to perceive and interpret
it remains unsolved. Thus, approaches to integrated reporting
preparation concerning its integrity and reliability as well as suf-
ficiency of the information included in reports and necessary for
decision-making require reassessment and will be the promis-
ing direction of further research.
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