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Abstract. The systematic study, critical assessment of theoretical provisions and current
practice of accounting organization of costs for human capital of the service enterprise,
improvement of accounting mechanisms for the use of personal human assets and human capital of
the enterprise are provided in the article. It is proved that the need to reflect human capital in
accounting is due to the following factors: human capital is considered an integral part of national
wealth; determining the main role of human knowledge, abilities, qualifications, and education in
the process of social production; change of attitude to a person that is the appreciation of its
creative potential and intellectual abilities. Characteristic definitions of human capital in aspects of
different spheres of its functioning are analyzed. Peculiarities of normative and legal regulation of
human capital as an intangible asset under SSAP and IFRS and identification of contradictions in
accounting of personnel costs under the current accounting system are considered. The
peculiarities of the organization of primary accounting of human capital at the enterprises of the
service sphere are considered. It has been proposed to record information on the costs for human
capital in terms of the processes of its formation, use, and development in the Employee Data Card
(standard form P-2) by introducing an additional Section VI “Costs per employee.” The financial
statements of analytics have been improved to Form No.1 of the Balance Sheet (Statement of
Financial Condition) by introducing analytics in the first section of liabilities in the item
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“Additional capital” of information on human capital of the enterprise, which will generate
financial statements for full disclosure to stakeholders, especially investors. Suggestions are given
for the prospects of further development: research of accounting of costs for personnel of the
enterprise depending on the life cycles of personnel and the enterprise, development of theoretical
and methodological bases of corporate social reports on human capital, improvement of personnel
value assessment methods (especially residual and liquidation value).

Keywords: human capital, accounting organization, additional capital, intangible asset,
personal human asset.
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Introduction

A person in a consumer society strives to consume in such a way that, on the
one hand, he (she) is no worse than others, and, on the other, he (she) does not merge
with the crowd. Individual consumption reflects not only the social characteristics of
the consumer (as a demonstration of social status) but also the characteristics of the
individual lifestyle. All these features change the personnel of enterprises, while the
characteristics (properties) of the personnel themselves change, and specific ones
appear depending on the economic activity.

All this requires a change in the worldview of the company to personnel as a
special and priority resource — the transformation of the entire resource management
system of the enterprise, its components (accounting, analysis, planning,
organization, control, etc). Manifestation of the concept of human capital in the
theory of economic thought necessitates the creation of effective information support,
which became a prerequisite for the creation of the concept of accounting for human
resources (human capital, personnel).

Literature Review

Modern “theory of human capital” as a field of economics, in which the human
component of economic systems of different scales is considered in terms of value
and price and differs in definition by three levels:

— at the level of personality (nanolevel) human capital is a system of
knowledge and abilities that a person has acquired through education, training,
practical experience (using their natural abilities) and through which it can provide
valuable production services to other people - personal (private) human capital
(Cleary, P. et. al. (2016); Cuozzo, B. et. al. (2017); Dumay J. (2016));

— at the enterprise level (microeconomic level) human capital is the total
qualification and professional abilities of all employees of the enterprise, as well as
the achievements of the enterprise in the effective organization of labor and personnel
development - the intellectual capital of the enterprise (Goldin, C. (2016));

— at the state (macroeconomic level) human capital is the accumulated
investment in areas such as education, vocational training and retraining, career
guidance and employment, health improvement, etc. National human capital is an
essential part of the national wealth of the country (Guthrie J., Parker L. D. (2016);
Secundo G., et.al. (2016)).
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In our opinion, to identify the types of human capital and to form appropriate
definitions, it would be more appropriate to use an approach that would take into
account the differences of individual forms of capital, as this term is the basic
“creator” of the concept of “human capital”.

The analysis of scientific publications allowed to group different definitions of
human capital in aspects of economic, cultural, and social sphere of its functioning
and to define characteristic features of the received groups. According to the analysis,
it can be concluded that the category of human capital is a multifaceted concept.
However, in the economic sense, it is primarily a real source of funds that can be
directly invested in the development of a particular person or group (team, group,
nation, etc).

Paying tribute to the scientific achievements and practical significance of the
results, it should be noted that a number of tasks to compare income and expenditure
in human resources, determine the effect of the implementation of specific personnel
costs of investment nature, take into account opportunity costs in determining
expected future economic benefits, and to elaborate internal (corporate) social
reporting are not sufficiently developed.

Methods

The purpose of the paper is a systematic study, critical assessment of
theoretical principles and current practices of accounting organization of costs for
human capital of the service enterprise, improvement of accounting mechanisms in
terms of the use of personal human assets and human capital of the enterprise.

In accordance with the purpose of the paper, the following tasks are set:
to investigate the economic content of human capital of the enterprise as an object of
accounting;
to get acquainted with the regulatory and legal support of accounting for human
capital of enterprises in Ukraine;
to study the peculiarities of the organization of primary accounting of human capital;
to consider the features of synthetic and analytical accounting of human capital;
to suggest ways to improve the accounting of human capital and personal human
assets in the service enterprise.

Results

The inability of the accounting system to aggregate the objects of human
capital, and financial reporting under modern standardization to provide market
institutions with a formalized assessment and, along with it, the cost characteristics of
the company, leads to the use of weakly formalized information models.

We believe that in terms of accounting, human capital is a component of the
intangible assets of the enterprise.

Traditional accounting considers only the resources that are the property of the
enterprise. Due to the fact that personnel, as a special type of resource, can be neither
property nor an object of property, the representatives of traditional accounting do not
consider it as an object of accounting — an asset (resources controlled by the
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enterprise as a result of past events, the use of which, as expected, leads to economic
benefits in the future).

In our opinion, the need to reflect human capital in accounting is due to the
following factors: human capital is considered an integral part of national wealth;
determining the main role of human knowledge, abilities, qualifications, and
education in the process of social production; change of attitude to a person —
appreciation of its creative potential and intellectual abilities; the transition to a “post-
industrial economy” has led to an increase in the role of the non-monetary component
of capital, which creates the main part of value added; a significant increase in the
share of goodwill in the asset structure of multinational corporations, the precondition
for which is the lack of reflection in the accounting of human capital.

We believe that to reflect the costs of personnel development as current costs
from an economic point of view is impractical because the cost of professional
development, personnel training is not in itself a “used resource”, so to include these
costs in current costs or cost of production of services for the reporting period is not
possible. In addition, including the personnel costs that meet the conditions of
capitalization in the period costs, the enterprise thus underestimates its financial
result and the value of the assets of the balance sheet.

The valuation model, which is based on the capitalization of labor costs,
training and development, will allow to most accurately determine the economic
value of labor.

However, there are some inconsistencies in accounting for personnel costs.

First, in accordance with International Financial Reporting Standards
(hereinafter - IFRS), the costs incurred by the enterprise can be reflected either as an
asset or as period costs, ie the concept of “future periods costs” in IFRS is absent
(International Accounting Standard 38). Therefore, when preparing financial
statements in accordance with IFRS, if the option of accounting for personnel
development costs as future periods costs is chosen, they should be reclassified and
identified separately.

Second, it is unacceptable to account for personnel development costs as
current costs, as the costs of professional development, preventive examinations, and
health improvement of employees are not “used resources”, so they can not be
included in current costs or costs of production of goods (works, services) of the
period in which they were incurred. In addition, if the personnel costs incurred need
to be capitalized, then this accounting option leads to an understatement of the
financial result and the value of the assets of the balance sheet.

Thus, we can conclude that the current Ukrainian practice of cost accounting
personnel development does not take into account their accounting and economic
nature, which ultimately leads to a violation of one of the main principles of
accounting — prudence and does not comply with IFRS, and therefore there is the
need for improvement. This is especially true of the cost, which accumulates the
human capital of the enterprise and increases its value and value for the enterprise.

The formation of human capital in the service sector should take place in two
directions:
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1. Professional development of personnel: employee training; retraining of
employees; advanced training of employees.

2. Personnel retention: personnel health improvement; social services.

It is according to this classification that human capital will be capitalized.

The formation of human capital is due to the receipt of services for training,
retraining, etc. It is necessary to form a primary observation of the relationship
between the customer and the supplier.

Forms of internal primary accounting documentation are the basis for
displaying information on the facts of business transactions in the accounting
registers.

It should be noted that for the accounting of intangible assets, which are
proposed to reflect investments in human capital formation, the Ministry of Finance
has developed and approved unified forms (About the statement of standard): Act of
introduction of intellectual property into circulation as part of intangible assets
(standard form IA-1); Inventory card of registration of the intellectual property as a
part of intangible assets (standard form IA-2); Act of disposal (liquidation) of the
intellectual property as part of intangible assets (standard form IA-3); Inventory
description of intellectual property as part of intangible assets (standard form [A-4).

However, the forms of primary accounting documents can be used to record
the relevant employment contracts or training of employees.

At the same time, information on the cost of human capital in terms of the
processes of its formation, use, and development can be recorded in the Employee
Data Card (standard form P-2) as an additional Section VI “Costs per employee”
(Table 1).

Table 1. Employee Data Card - VI “Costs per employee”

Amount of Grounds,

expenses, UAH No of order Notes

Type of costs

1. Costs for professional development of the
employee

— Training of employees

— Retraining of employees

— Advanced training of employees
2. Cost for personnel retention

— Health improvement

— Social services

The part of human capital costs (investments in formation and development)
that meet the criteria for recognition as intangible assets should be reflected in assets
and liabilities, income, and costs.

This type of information must be documented by the relevant package of
documents: Contract for the provision of services (performance of works), Order on
the search for personnel, Work Completion Certificate, a copy of the announcement,
etc.

This approach to the organization of primary accounting of human capital costs
will form an effective personnel policy at the enterprise, which will further increase



P-ISSN: 2311-3413 « E-ISSN: 2663-7952 « Economics and Finance.Vol.9.Issue 1/2021 9

employee loyalty, become a motivating factor, increase productivity, and reduce staff
turnover.

Given all the above in the previous sections, we consider it appropriate to
introduce separate sub-accounts to account for operations related to the personnel
development and retention. With these accounts, the analysis of human capital costs
is deepened and the list of accounting objects is expanded, which helps to avoid
inconsistencies in the formation of financial results. To account for human capital, a
separate synthetic account 128 “Personal human assets” should be created. This
account will not take into account the employees themselves but only the rights to use
the knowledge and qualifications of employees.

Improvements in accounting methods for the segment of personnel costs in
terms of the element “accounts and double entry” are given in Table 2.

Table 2. Synthetic and analytical accounts for management accounting of personnel costs

128 “Personal human assets”

128.1 “Personal
(human) assets of
accounting

service”

128.2 “Personal
(human) assets of
personnel service”

128.3 “Personal
(human) assets of
the legal
department”

128.4 “Personal
(human) assets of
the administration”

128.N “Personal
(human) assets of
the n-th division”

99 “Human resources development costs”

991 “Professional development costs” 992 Persco;lsrtlse’l’ retention
993 “Costs for
991.1 991.2 . 992.1 Costs for 992.2 Costs pseudo-huma’l;l

e « 991.3 “Advance health . development
Training Employees S . | for social
” . , training costs” |improvement of .
costs retraining costs services
personnel
154.1. “Recognized personal (human) assets”
154.1.1 “Recognized personal (human) assets of the accounting service”
154.1.1.2 “154'1'1‘3 « o s
154.1.1.1 « . Advanced 154.1.1.4 “Health | 154.1.1.5 “Social
o Retraining of .. . " .
Training . training of improvement services
employees o
employees
426 “Human capital of the enterprise”
426.1 “Human 426.2 “Human 426.3 “Human 426.4 “Human 426.N “Human
capital of the |capital of personnel | capital of the legal | capital of the capital of the n-th
accounting” service” department” administration” division”

Service enterprises in many cases conduct multidirectional activities and, for
the convenience of management accounting, costs and revenues are determined by
the centers of responsibility. For example, if the service enterprise is a hotel complex,
then it is convenient to account for costs and revenues separately for the actual hotel,
restaurant, and other subsystems of the complex. This requires the need to introduce
analytical accounting of employees’ human capital development costs by centers of
responsibility and by cost items.
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Thus, in accordance with the current methodology, in the form No.1 “Balance
Sheet (Statement of financial condition)”, the assets provide information on non-
current assets, current assets and non-current assets held for sale, and disposal group,
liabilities provide information on equity, long-term, and current liabilities. In
accordance with the terms of the double entry of business transactions, our proposals
for improving Form No.1 relate to:

- in the first section of assets “Non-current assets”, the value of objects
that are classified as intangible assets is displayed, in which we propose
to reflect personal human assets;

- in the first section of liabilities in the item “Additional capital”, we
propose to reflect the formed human capital of the enterprise. That is
why we consider it expedient to introduce additional articles to this
section (Table 3).

Table 3. Fragment of the form No.1 “Balance Sheet (Statement of Financial Condition)”
(author's suggestions)

 pipees Line | At the beginning of | At the end of the
Liabilities ; . . .
code | the reporting period | reporting period
Additional capital 1410 130 260
including human capital* 1631 26 75

In our opinion, the proposed structure of accounts and the working plan of
accounting accounts at the enterprise will: increase the informativeness of accounting
data for effective management decisions; clearly separate and analyze the cost of
human capital components of an individual employee and the cost of human capital
of the enterprise as a whole by summarizing the information on analytical accounts;
reflect human capital in the assets; allow to approximate the book value of the
enterprise with its market value.

Discussion

In general, human capital at the personal level at the microeconomic and
macroeconomic levels is considered. The characteristic definitions of human capital
in aspects of different spheres of its functioning were also analyzed. In our opinion,
the need to reflect human capital in accounting is due to the following factors: human
capital is considered an integral part of national wealth; determining the main role of
human knowledge, abilities, qualifications, and education in the process of social
production; change of attitude to a person - appreciation of its creative potential and
intellectual abilities; the transition to a “post-industrial economy” has led to an
increase in the role of the non-monetary component of capital, which creates the main
part of value added; a significant increase in the share of goodwill in the asset
structure of transnational corporations, the precondition for which is the lack of
reflection in the accounting of human capital.
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Conclusion

The peculiarities of the organization of primary accounting of human capital at
the service enterprises are considered. It was proposed to record information on the
cost for human capital in terms of the processes of its formation, use, and
development in the Employee Data Card (standard form P-2) by introducing an
additional Section VI “Costs per employee”.

Prospects for further development are the study of accounting for personnel
costs of the enterprise depending on the life cycles of personnel and the enterprise,
development of theoretical and methodological principles of corporate social reports
on human capital, improvement of personnel valuation techniques (especially
residual and liquidation value).
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