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Abstract

Micro, Small, and Medium Enterprises (MSMESs) rely on eftective management of
human resources to generate greater employee economic value. Human resource
accounting and human capital investment provide mechanisms for recognizing,
developing, and utilizing employee capabilities, while human capital explains how
these practices translate into economic value. This study examines the effects of
human resource accounting and human capital investment on employee economic
value, with human capital as a mediator. An explanatory quantitative design was
applied to 300 MSME employees selected through stratified purposive sampling.
Data were collected using structured five-point Likert-scale questionnaires and
analyzed using Structural Equation Modeling based on Partial Least Squares with
SmartPLS 4.0. The findings show that human resource accounting positively affects
human capital and employee economic value, while human capital investment
positively affects human capital but does not directly aftect employee economic value.
Human capital positively affects employee economic value and mediates both
relationships. Mediation is weak for human resource accounting and indirect-only
with inconsistent effects for human capital investment, highlighting human capital’s
role in translating investment into sustainable economic value. These findings imply
that MSMEs should prioritize human capital development to maximize the economic
value generated from human resource practices and investments.
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1. Introduction

National economic development has positioned Micro, Small, and Medium
Enterprises (MSMEs) as a strategic sector that contributes substantially to
employment generation, value creation, and business growth in Indonesia
(Ramadani et al., 2025). However, the sustainability and competitiveness of MSMEs
depend not only on physical and financial resources but also on their capacity to
manage human resources as strategic organizational assets (Sheehan, 2014
Simarmata, 2020). The economic value generated by employees is particularly
important because it reflects their contribution to productivity, operational
efficiency, innovation, and business growth, especially in the digital era and amid
increasingly  intense  market  competition = (Wongsansukcharoen — &
Thaweepaiboonwong, 2023). This condition highlights the need for accounting and
human resource management approaches that extend beyond administrative
functions toward the systematic identification, measurement, and development of
employee value.

Human resource accounting is an accounting approach that seeks to identify,
measure, and disclose the value of human resources in terms of their associated costs
and economic benefits to the organization (Maharani, 2023; Cutinho, 2024). Within
the MSME context, however, the adoption of human resource accounting remains
relatively limited because of restricted accounting literacy and the perception that
human resources are difficult to recognize and measure as organizational assets
(Sugiarta & Putri, 2023). In parallel, human capital investment, which includes
training, education, skill development, and the enhancement of work experience, can
strengthen employee competencies and productivity and consequently increase
employee economic value (Chen et al., 2021). Nevertheless, investing in human
resources does not necessarily generate optimal economic outcomes when
organizations cannot translate these investments into tangible employee
competencies and productive capabilities (Agbodo-Otinpong, 2024).

Previous empirical studies by Kusumastuti (2021) have reported inconsistent
findings regarding these relationships. Several studies indicate that human resource
accounting contributes positively to organizational performance and employee
value. In contrast, other evidence by Sundari et al. (2024) suggests that human
resource accounting may have limited or insignificant effects when its application is
confined to administrative documentation or receives limited recognition from
organizational decision-makers. Similar inconsistency can be observed in research
on human capital investment. While several studies by Bai (2024) and Istiqgomah and
KRasmari (2025) report that investment in employee development positively
influences employee performance and economic value, while Fadilah et al. (2023)
identifies relatively weak effects when training and development programs are not
sufficiently aligned with organizational requirements. Moreover, much of the
existing literature focuses on the direct effects of human resource accounting and
human capital investment on organizational or employee performance, with
comparatively limited attention to human capital as a competency-based mechanism
through which human resource practices and investments are translated into
tangible organizational value (Aman-Ullah et al., 2022; Leontes & Hoole, 2024).

These conditions reveal a research gap concerning both the mechanisms and the
extent to which human resource accounting and human capital investment
contribute to employee economic value through the development of human capital
(Salvi et al., 2022). In particular, it remains important to determine whether human
resource accounting and human capital investment can influence employee economic
value directly or whether their effects depend on improvements in employee
knowledge, skills, competencies, and capabilities that function as an intervening
mechanism. The novelty of this study lies in integrating human resource accounting
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and human capital investment within a single framework to examine their effects on
employee economic value while incorporating human capital as a mediating
mechanism in the MSME context, which remains relatively underexplored in
previous research.

Based on this research gap, this study aims to analyze the direct and indirect
effects of human resource accounting and human capital investment on employee
economic value through the mediating role of human capital. Specifically, the study
examines whether human resource accounting and human capital investment
contribute to employee economic value directly and whether these effects are
transmitted through the development of human capital. By addressing both direct
and mediated relationships, the study seeks to provide a more comprehensive
explanation of how human resource-related accounting practices and investments
can generate economic value at the organizational level. This study is expected to
contribute to the development of human resource accounting and human capital
theory by providing empirical evidence on the mechanisms through which human
resource reporting and investment contribute to employee economic value.

2. Literature Review and Hypothesis Development

2.1. The Eftect of Human Resources Accounting

From the perspective of the Resource-Based View by Barney (1991), human
resources are valuable internal resources that can support organizational value
creation when they are effectively developed and utilized. Human Resource
Accounting (HRA) is an accounting system designed to identify, measure, and report
the economic value of employees as organizational assets (Kusumastuti, 2021). HRA
conceptualizes human resource costs, including recruitment, training, compensation,
and development, as investments expected to generate future economic benefits
(Sugiarta & Putri, 2023). Sundari et al. (2024) state that HRA provides quantitative
information on employee contributions to productivity and supports strategic
investment decision-making for stakeholders, while recent research by Cutinho
(2024) emphasizes its role in evaluating employee economic contributions. These
functions position HRA as a relevant managerial instrument for recognizing,
measuring, and utilizing human resources. The implementation of HRA is expected
to strengthen employee capabilities while also improving the economic contribution
generated by employees within organizations.

The relationship between human resource accounting and human capital is based
on the view that systematic recognition and measurement of human resources can
strengthen organizational attention to employee capabilities. Sugiarta and Putri
(2023) and Sundari et al. (2024) argue that, through clear cost and value information,
management can identify areas requiring competency development and improve
alignment between human resource management and organizational needs.
Kusumastuti (2021) argues that human resource accounting may also contribute
directly to employee economic value because information about human resource
contributions can support workforce placement, utilization, and resource allocation.
Therefore, human resource accounting is expected to strengthen both outcomes.

H1: Human resources accounting has a positive effect on human capital.
He2: Human resources accounting has a positive effect on employee economic value.

2.2. The Eftect of Human Capital Investment

Human Capital Investment (HCI) refers to organizational efforts to improve
employees’ knowledge, skills, and overall quality through training, education, and
career development (Hamadamin & Atan, 2019). Investment in human capital is
regarded as an important means of generating improvements in productivity,
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creativity, innovation, and organizational capabilities (Chen et al., 2021). Empirical
evidence by Bai (2024) indicates that human capital investment is associated with
stronger organizational performance and employee effectiveness, while recent
research by Istiqomah and Kasmari (2025) further confirms its relevance to employee
performance and development. Human capital investment represents a strategic
commitment through which organizations develop workforce capabilities and
strengthen the productive potential embedded in employees. Within this framework,
investment is expected to contribute to stronger human capital and greater employee
economic value.

The effect of human capital investment on human capital can be explained by how
training, education, and skill development provide employees with new knowledge
and strengthen specific competencies (Chen et al, 2021; Bai, 2024). Planned
investment therefore becomes a fundamental input in forming high-quality human
capital. Human capital investment is also expected to increase employees’ economic
value because improved competencies may boost productivity, innovation, and
efficiency in their contributions. Istiqgomah and Kasmari (2025) found that employees
who receive appropriate development opportunities are expected to perform tasks
more effectively and generate greater economic returns for the organization.
However, these benefits depend on the successful implementation and application of
acquired capabilities.

Hs3: Human capital investment has a positive effect on human capital.
H4: Human capital investment has a positive effect on employee economic value.

2.8. The Eftect of Human Capital on Employee Economic Value

Barney (1991) argues that human capital is a strategic internal resource that can
support value creation and competitive advantage. It represents the aggregate of
knowledge, skills, experience, creativity, health, and capabilities embedded within
employees that can be mobilized to generate value for an organization (Simarmata,
2020; Braunerhjelm & Lappi, 2023). Human capital is therefore not simply an
attribute possessed by employees but a productive resource that can be developed,
utilized, and translated into organizational outcomes. Its contribution depends on
the extent to which employee capabilities are effectively applied within
organizational activities and transformed into productive contributions.

Employee economic value refers to the financial and non-financial contributions
generated by employees through labor productivity, operational efficiency,
innovation, and profit optimization (Palupi et al., 2021; Kiran et al., 2022; Yakusheva
et al., 2024). Within SMEs, such value is critical because returns on human capital
investment and labor efficiency influence business sustainability and growth
(Agbodo-Otinpong, 2024). Empirical research by Leontes and Hoole (2024) and
Istiqgomah and Kasmari (2025) further shows that human capital contributes to
employee performance, work effectiveness, digital innovation, and organizational
performance. Accordingly, stronger human capital characteristics are expected to
increase the economic contribution employees generate by enabling them to apply
their competencies effectively in daily organizational activities.

H5: Human capital has a positive effect on employee economic value.

2.4. The Effect of Human Capital as a Mediator

Human capital can act as a mediating mechanism that explains how human
resource accounting and human capital investment translate into employee economic
value. Hamadamin and Atan (2019) argue that human resource accounting provides
information for recognizing and measuring the value of employees, but such
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information does not automatically become economic value unless it is reflected in
actual employee capabilities. Through structured recognition and management of
human resources, HRA can help identify competency development needs and
support employee growth, thereby connecting human resource practices with
performance outcomes (Leontes & Hoole, 2024). Thus, human capital provides a
competency-based pathway through which human resource accounting can influence
employee economic value (Ionel et al., 2010; Awaluddin et al., 2026). This mechanism
suggests that the value identified and reported through HRA becomes more
meaningful when it is reflected in stronger employee knowledge, skills, and
capabilities.

A similar mechanism applies to human capital investment. Expenditures on
training, education, and career development are expected to improve employee
knowledge and skills, but their economic contribution depends on whether these
investments translate into stronger human capital (Istigomah & Kasmari, 2025).
Aman-Ullah et al. (2022) argue that human capital therefore serves as a practical and
developmental bridge between investment and economic value because improved
competencies enable employees to apply acquired knowledge and skills more
effectively. This mediating role helps explain why human resource investments may
not immediately produce economic returns when capability development is not
sufficiently realized (David, 2000). Accordingly, human capital is expected to
mediate the effects of both human resource accounting and human capital investment
on employee economic value.

Heé: Human capital mediates the effect of human resources accounting on employee
economic value.
H7: Human capital mediates the effect of human capital investment on employee
economic value.

H2 (+)
Human Resource
Accounting
(HRA) | 6)
H1 (+
™ Human Capital HS (+) . Employee
(HC) Economic Value
H3 (+)
Human Capital I(H7)
Investment
(HCI)
H4 (+)

Figure 1. Conceptual Framework

Figure 1 presents the conceptual framework of the study, illustrating the
proposed relationships among human resource accounting, human capital
investment, human capital, and employee economic value. Human resource
accounting is hypothesized to positively aftfect human capital and employee economic
value, while human capital investment is expected to positively influence both
variables. Human capital is also proposed to positively affect employee economic
value and mediate the effects of human resource accounting and human capital
investment on employee economic value. Thus, the framework examines both direct
and indirect relationships among the variables.

3. Methods

This study employs an explanatory quantitative research design to examine the
causal relationships between human resource accounting and human capital
investment and the economic value of MSME employees, with human capital as a
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mediating variable. The explanatory design was selected because the study focuses
on theory-based hypothesis testing through structural modeling. The analysis uses
Structural Equation Modeling based on Partial Least Squares (SEM-PLS), which is
appropriate for examining latent constructs with multiple indicators. The research
was conducted among MSMEs in Makassar City, South Sulawesi Province,
registered with the Department of Cooperatives and SMMEs of Makassar City.

The population comprised 31,848 registered MSME business units. However, the
primary unit of analysis was MSME employees rather than business owners because
the study focuses on evaluating employees’ economic value as human resources.
Respondents were required to be permanent employees of registered MSMEs, have
a minimum tenure of one year, and voluntarily participate in the study. A total of
300 respondents were selected using stratified purposive sampling by Polas (2025)
and Memon et al. (2025), with stratification based on the 15 sub-districts of Makassar
City to represent the geographical distribution of MSMEs. Twenty MSMEs were
selected from each sub-district, with one eligible employee recruited from each
MSME. The sample size of 300 also satisfies the 10-times rule for SEM-PLS, which
recommends a minimum sample size of ten times the maximum number of indicators
associated with a latent variable (Hair et al., 2019).

Primary data were collected through structured questionnaires distributed both
directly and online using a five-point Likert scale ranging from 1 (strongly disagree)
to 5 (strongly agree). The questionnaire consisted of four variables with five
indicators each. Human resource accounting was measured using five indicators
covering human resource cost recording, employee training and development
records, employee contribution valuation, integration of employee competence and
performance information into decision-making, and human resource asset reporting,
based on Sugiarta and Putri (2023) and Cutinho (2024). Human capital investment
comprised five indicators related to training, career development, job-aligned
training, educational or professional certification support, and competency
development facilities (Chen et al., 2021; Bai, 2024). Human capital included five
indicators covering knowledge, work skills, learning ability, adaptability, and
experience-based work quality improvement. Employee economic value consisted of
five indicators measuring productivity, revenue contribution, cost efficiency,
competitive advantage, and intellectual capital (Hamadamin & Atan, 2019;
Braunerhjelm & Lappi, 2023). A pilot test with 30 respondents assessed initial item
clarity and reliability.

Data were analyzed using SmartPLS 4.0 through a two-stage approach
(Guenther et al., 2023). The measurement model was assessed using factor loadings,
Average Variance Extracted (AVE), Cronbach’s Alpha, and Composite Reliability to
establish convergent validity, and construct reliability (Hair et al., 2019). The
structural model was evaluated using R? f?, and bootstrapping with 5,000
subsamples to test path significance (Guenther et al., 2023). Mediation was assessed
using the Variance Accounted For (VAF) approach to determine the nature of the
mediating effect.

4. Results

The convergent validity in this study was evaluated using two parameters: factor
loadings and the AVE. The measurement indicators within the research model were
assessed based on their factor loading values; an indicator is deemed valid if'its factor
loading exceeds 0.7, whereas any indicator with a value below 0.7 must be eliminated
from the model (Edeh et al., 2023).
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Table 1. Measurement Model Evaluation
. Outer Cronbach’s
Variable Item . rho_a rho_c AVE Result
Loading Alpha
X1.1 0.709
X1.2 0.746 0.76% 0.768 0.84:2 0.517  Valid
X1.4 0.804
X2.2 0.900

Human  Capital X2.3 0.910

Human Resource
Accounting (X1)

0.829 0.845 0.892 0.641  Valid
Investment (X2) X2.4 0.872 ? >
X2.5 0.829
) Z1.1 0.799
Human apital .
. Cap 712 0766 0.797 0.805  0.860 0.553 Valid

(Z) 71.8 0.810

. Y1.2 0880
mployee Y1.3 0851

Economic Value - 0.859 0.908 0.898  0.644  Valid
(Y) Y 1.4 0.806

Y1.5 0.885

Table 1 presents the factor loading analysis for Model 2, which indicates that 14
out of the 20 initial indicators used in this study are valid. The human resource
accounting variable contains 2 invalid indicators. The human capital investment
variable has 1 invalid indicator, and the employee economic value variable also has 1
invalid indicator. The human capital variable contains 2 invalid indicators. These
invalid indicators were excluded from the model, and the data were subsequently
reprocessed.

The convergent validity of the constructs is further supported by the AVE, which
ranges from 0.517 to 0.644. Human resource accounting has an AVE of 0.517, human
capital investment has 0.641, human capital has 0.553, and employee economic value
has 0.644. Since all AVE values exceed the minimum threshold of 0.50, each
construct demonstrates adequate convergent validity. Regarding construct
reliability, Cronbach’s Alpha values range from 0.764 to 0.859, while Composite
Reliability (rho_c) ranges from 0.842 to 0.898. In addition, rho_a values range from
0.768 to 0.903. These values exceed the commonly accepted threshold of 0.70,
demonstrating that all constructs have satisfactory internal consistency and
reliability. The measurement model indicates that all retained indicators and
constructs are valid and reliable, allowing the analysis to proceed to the structural
model evaluation.

Table 2. Coefficient of Determination

Endogenous Variable R-square R-square Adjusted
Human Capital 0.716 0.714
Employee Economic Value 0.535 0.531

Table 2 shows that the R* value for human capital is 0.716, indicating that human
resource accounting and human capital investment explain 71.6% of the variance in
human capital. This indicates a substantial explanatory power of the model.
Meanwhile, employee economic value has an R* value of 0.535, indicating that 53.5%
ofits variance is explained by human resource accounting, human capital investment,
and human capital. This value indicates a moderate explanatory power.

Table 3. Effect Size (f?)

Relationship f? Result
Human Capital — Employee Economic Value 0.031 Small
Human Capital Investment — Human Capital 1.741 Large
Human Capital Investment — Employee Economic Value 0.010 Small
Human Resource Accounting — Human Capital 0.157 Moderate
Human Resource Accounting — Employee Economic Value 0.704 Large
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Table 3 presents the effect size (f*) of each exogenous variable on the endogenous
constructs. The results indicate that human resource accounting has a large effect
on employee economic value, with an f* value of 0.704, indicating a substantial
contribution to employee economic value. Its effect on human capital is 0.157,
classified as moderate, indicating a meaningful contribution to the formation of
human capital formation. Human capital investment demonstrates a large effect on
human capital, with an f* value of 1.741, indicating a substantial contribution to
human capital. However, its effect on employee economic value is small, with an f*
value of 0.010. Meanwhile, human capital has a small effect on employee economic
value, with an f*> value of 0.031. These results indicate that human resource
accounting has the strongest effect on employee economic value, while human capital
investment has the strongest effect on human capital.

2l Y1.1

0.000,

o000 712 0008 [TV3

v
4000 000"
—0.000%  Zoo018 0.000-% Y13
0000, 0000 0000

Human Capitalﬁ 0.075

14 S ——
\ Employee Economic Value =

215 Yis

Figure 2. SEM PLS Output

Table 4. Hypothesis Testing Results

. Path e
Hypothesis Coe f;l‘l cient  tStatistic p-value Result
Human Resource Accounting — 0.224 5.901 0.000  Supported
Human Capital
Human Resource Accounting — 0.652 12.639 0.000  Supported
Employee Economic Value
Human  Capital - Investment — 0.745 19.533 0.000  Supported
Human Capital
Human * Capital Investment — 1.780 0075  Rejected
Employee Economic Value
Human Capital - —  Employee 0.227 2.361 0.018  Supported

Economic Value

Human Resource Accounting —
Human Capital — Employee 0.051 2.165 0.030 Supported
Economic Value

Human Capital Investment —
Human  Capital>  Employee 0.169 2.339 0.019 Supported
Economic Value

Figure 2 and Table 4 present the results of the hypothesis testing using the path
coefficient, t-statistic, and p-value. The results indicate that human resource
accounting has a positive and significant effect on human capital, with a path
coefficient of 0.224, t-statistic of 5.901, and p-value of 0.000. This finding indicates
that improvements in human resource accounting are associated with higher human
capital. Furthermore, human resource accounting has a positive and significant eftect
on employee economic value, with a path coefficient of 0.652, t-statistic of 12.639,
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and p-value of 0.000, indicating that human resource accounting contributes
substantially to employee economic value.

Human capital investment also has a positive and significant effect on human
capital, with a path coefficient of 0.745, t-statistic of 19.533, and p-value of 0.000.
However, its direct effect on employee economic value is negative and statistically
insignificant, with a path coefficient of —0.117, t-statistic of 1.780, and p-value of
0.075. Therefore, the hypothesis proposing a direct effect of human capital
investment on employee economic value is not supported. Meanwhile, human capital
has a positive and significant effect on employee economic value, with a path
coefficient of 0.227, t-statistic of 2.361, and p-value of 0.018, confirming the
importance of human capital in increasing employee economic value.

The mediation results further show that human capital significantly mediates the
relationship between human resource accounting and employee economic value, with
an indirect path coefficient of 0.051, t-statistic of 2.165, and p-value of 0.030.
Similarly, human capital significantly mediates the relationship between human
capital investment and employee economic value, with an indirect path coetficient of
0.169, t-statistic of 2.339, and p-value of 0.019. Thus, both indirect effects are
statistically significant, although the nature and strength of the mediation should be
interpreted further based on the direct effects and VAF results.

Table 5. Variance Accounted For (VAF) Test Results

. Direct Indirect Total Mediation
Hypothesis Effect Effect Effect VAF Value Typology
Human Resource A
Accounting — Human Significant

, & 0.652 0051  0.703 7.25% but weak
Capital — Employee diati
. mediation
Economic Value
Indirect-
Human Capital Investment or.ﬂy.
mediation

— Human Capital — —0.117 0.169 0.052 325.00%

Employee Economic Value with

inconsistent
effects

Table 5 shows that for hypothesis 6, the VAF value is 7.25%. According to Hair
et al. (2019), a VAT value below 20% indicates a weak mediation effect. This result
suggests that human capital contributes only marginally to the relationship between
human resource accounting and employee economic value. The majority of the eftect
occurs through the direct pathway, as indicated by the direct path coefficient of
0.652. Therefore, human resource accounting contributes primarily to employee
economic value through its direct influence, while the indirect contribution through
human capital is relatively limited.

For hypothesis 7, the VAF value is 325.00%. This unusually high value occurs
because the direct effect of human capital investment on employee economic value is
negative and statistically non-significant (B = —0.117, p = 0.075), whereas the
indirect effect through human capital is positive and statistically significant (f =
0.169, p = 0.019). Because the direct effect is non-significant while the indirect effect
is significant, the relationship can be interpreted as full mediation (indirect-only
mediation). The VAF value exceeding 100% should not be interpreted literally as a
percentage of the total effect, but rather as a consequence of the opposing signs of
the direct and indirect effects. This finding indicates that human capital is the
primary mechanism through which human capital investment contributes to
employee economic value. In other words, investments in training, education, career
development, and competency enhancement are more likely to generate economic
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value when they are successfully transformed into employees’ knowledge, skills,
experience, and capabilities.

5. Discussion

The findings indicate that human resource accounting has a positive and
significant effect on human capital, suggesting that improved human resource
accounting practices are associated with stronger employee knowledge, skills, and
capabilities. Furthermore, human resource accounting has a positive and significant
effect on employee economic value, indicating that the recognition, measurement,
and management of human resources can contribute substantially to the economic
contribution of employees. These findings are consistent with Kusumastuti (2021)
and Sugiarta and Putri (2023), who emphasize the relevance of human resource
accounting in recognizing, managing, and utilizing human resources to support
organizational performance. The finding concerning employee economic value is
also consistent with Cutinho (2024), who highlights the role of human resource
accounting in evaluating employee contributions and supporting organizational
value creation.

Human capital investment also has a positive and significant effect on human
capital, indicating that investment in employee development contributes to the
formation of knowledge, skills, and capabilities. This finding supports Bai (2024) and
Istiqgomah and Kasmari (2025), who demonstrate the importance of investment and
development activities in strengthening human capital. However, human capital
investment does not have a significant direct effect on employee economic value.
This finding suggests that investment in employees does not necessarily generate
immediate economic returns. Human resource development expenditures may
require an appropriate process of implementation, absorption, and application before
they translate into measurable economic outcomes. Sheehan (2014) and Agbodo-
Otinpong (2024) similarly emphasize that the returns from human resource
investment depend on how investments are managed and translated into productive
organizational outcomes. Thus, investment in employees should be evaluated not
only by immediate financial returns but also by its capacity to develop employee
capabilities.

Meanwhile, human capital has a positive and significant effect on employee
economic value. This finding confirms the importance of employee knowledge,
expertise, experience, and capabilities in generating economic value. From the
perspective of the Resource-Based View by Barney (1991), human capital represents
an important internal resource that can support value creation when its capabilities
are effectively developed and utilized. Employees with stronger competencies are
better positioned to contribute to operational efficiency, innovation, productivity,
and sustainable organizational value. This finding is consistent with Aman-Ullah et
al. (2022), who demonstrate the contribution of human capital to organizational
performance, and Palupi et al. (2021), who emphasize the importance of human
resource quality in supporting MSME development.

The mediation analysis further demonstrates that human capital plays a weak
mediating role in the relationship between human resource accounting and employee
economic value. This indicates that most of the contribution of human resource
accounting to employee economic value operates through its direct pathway,
particularly through improvements in internal recognition, human resource
management, and organizational governance. The contribution transmitted through
the development of employee capabilities remains relatively limited. This finding
suggests that although human resource accounting can support the development of
human capital, its primary contribution to employees’ economic value comes through
direct managerial and organizational mechanisms. This result is consistent with
Kiran et al. (2022), who emphasize the importance of appropriate human resource

992 | Economic and Business Horizon



Determinants of MSME Employee Economic Value: Human Resource Accounting. ..

management mechanisms in translating workforce-related practices into
organizational performance.

In contrast, human capital functions as a full mediator in the relationship between
human capital investment and employee economic value. This finding indicates that
human capital investment does not generate economic value directly but contributes
economically by developing and strengthening of employee capabilities. The
mediation pattern indicates indirect-only mediation with inconsistent effects, as the
direct and indirect pathways operate in different directions. This finding helps
explain why investment in employee development may not immediately generate
economic value. Training, education, and other forms of development expenditure
can create economic benefits only when the knowledge and skills acquired are
effectively absorbed and applied by employees in their work. This result supports
Hamadamin and Atan (2019) and Chen et al. (2021), who emphasize that human
resource development practices contribute to organizational outcomes of developing
employee capabilities and intellectual capital. Therefore, human capital represents
the essential mechanism through which human capital investment can ultimately be
transformed into employee economic value.

6. Conclusion

The findings demonstrate that human resource accounting contributes positively
to both human capital and employee economic value, indicating that recognition and
management of human resources can strengthen employee capabilities while
supporting their economic contribution. Human capital investment significantly
enhances human capital, but its direct relationship with employee economic value is
not significant, suggesting that investment alone does not immediately create
economic returns. Human capital positively contributes to employee economic value,
confirming the importance of employee knowledge, skills, experience, and
capabilities in generating value. The mediation results further show that human
capital provides a weak mediating pathway between human resource accounting and
employee economic value, whereas its mediation of the relationship between human
capital investment and employee economic value is indirect-only with inconsistent
effects. These findings emphasize that employee development becomes economically
meaningful when investments are successfully converted into competencies.

This study extends human resource accounting and human capital perspectives
by integrating accounting practices, investment, and capability development within
a framework for explaining employee economic value. MSMEs should strengthen
systems for recognizing contributions and ensure that training and development
investments are aligned with organizational needs and applied at work.
Nevertheless, this study is limited by its cross-sectional design, focus on MSMEs in
Makassar City, reliance on self-reported questionnaire data, and use of employees as
the sole respondent group. IFuture research should consider longitudinal designs,
broader settings, multiple respondent groups, and contextual variables to better
explain how human resource practices and investments translate into employee
economic value.

References

Agbodo-Otinpong, D. A. M. (2024). Hotel human capital return on investment: What'’s that
about? Journal of Human Resources in Hospatality & Tourism, 23(4), 696—711.
https://doi.org/10.1080/15332845.2024.2374207.

Aman-Ullah, A., Mehmood, W., Amin, S., & Abbas, Y. A. (2022). Human capital and
organizational performance: A moderation study through innovative leadership. Journal
of Innovation & Knowledge, 7(4), 426-441. https://doi.org/10.1016/].]ik.2022.100261.

Vol. 5, No. 5 (2026), 983-996 | 993


https://doi.org/10.1080/15332845.2024.2374207
https://doi.org/10.1016/j.jik.2022.100261

Surya Anggraeni Sayitno et al.

Awaluddin, S. P., Asriani, A., Rahmawati, R., Uluputty, N. F., & Adijah, A. (2026). The
evolution of human capital accounting and strategic human resource management: a
systematic literature review and future research agenda. Golden Ratio of Mapping Idea and
Literature Format, 6(4), 2681-2694. https://doi.org/10.52970/ grmilf.v6i4.2623.

Bai, Y. (2024). A study of the impact of human capital investment on organizational
performance. Highlights in Business, Economics and Management, 32(2), 210-216.
https://doi.org/10.54097/qd8pxd61.

Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of
Management, 17(1), 99—120. https://doi.org/10.1177/014920639101700108.

Braunerhjelm, P., & Lappi, E. (2023). Employees’ entrepreneurial human capital and firm
performance. Research Policy, 52(2), 204- 217. https://doi.org/10.1016/].respol.2022.104
703.

Chen, M. Y. C, Lam, L. W., & Zhu, J. N. Y. (2021). Should companies invest in human
resource development practices? The role of intellectual capital and organisational
performance improvements. Personnel Review, 50(2), 460—477.
https://doi.org/10.1108/PR-04-2019-0179.

Cutinho, B. F. (2024). A study on evaluating role of human resource accounting (HRA) in
private sector firms. Kuey Journal, 30(8), 634—639.
https://doi.org/10.58555/kuey.v30i8.8529.

David, P. A. (2000). Knowledge, capabilities and human capital formation in economic growth. New
Zealand: Treasury Working Paper.

Edeh, E., Lo, W. J., & Khojasteh, J. (2023). Review of Partial Least Squares Structural
Equation Modeling (PLS-SEM) Using R: A Workbook: By Joseph F. Hair Jr., G. Tomas M.
Hult, Christian M. Ringle, Marko Sarstedt, Nicholas P. Danks, Soumya Ray. Cham,
Switzerland: Springer.

Fadilah, M. F., Asfiah, N., & Roz, K. (2023). The effect of training and work environment on
employee performance with job satisfaction as moderating variable at PT Karsa Mulia
Sejahtera Balikpapan. Jurnal Manajemen Bisnis dan Kewtrausahaan, 3(02), 168-176.
https://doi.org/10.22219/jamanika.v3i02.27360.

Guenther, P., Guenther, M., Ringle, C. M., Zaefarian, G., & Cartwright, S. (2023). Improving
PLS-SEM use for business marketing research. Industrial Marketing Management, 111(1),
127-142. https://doi.org/10.1016/].indmarman.2023.03.010.

Hair, J. I, Risher, J. J., Sarstedt, M., & Ringle, C. M. (2019). When to use and how to report
the results of PLS-SEM. European Business Review, 31(1), 2—24..
https://doi.org/10.1108/EBR-11-2018-0203.

Hamadamin, H. H., & Atan, T. (2019). The impact of strategic human resource management
practices on competitive advantage sustainability: The mediation of human capital
development and employee commitment. Sustainability, 11(20), 5782-5792.
https://doi.org/10.8390/s5u11205782.

Ionel, V. C, Alina, C., & Dumitru, M. I. (2010). Human resources accounting for the most
valuable asset of an enterprise. Annals of the University of Oradea: Economic Science, 1(2),
925-931.

Istigomah, D., & Kasmari, K. (2025). Human capital and employee performance: The
mediating role of training and digital innovation. International Journal Economics and
Management Research, /3), 556-571. https://doi.org/10.55606/ijemr.v4i3.556.

Kiran, V. S., Shanmugam, V., Raju, R. K., & Kanagasabapathy, J. R. (2022). Impact of human
capital management on organizational performance with the mediation effect of human
resource analytics. International Journal Professional Business Review, 7(3), 1-217.
https://doi.org/10.26668/businessreview/2022.v713.0667.

Rusumastuti, S. (2021). Company characteristics, performance, and disclosure of human
resource accounting: Empirical study of banking companies in Indonesia. Infernational
Journal of Economics, Business and Accounting Research (IJEBAR), 5(1), 306—317.
https://doi.org/10.29040/ijebar.v5i1.2150.

Leontes, N. I, & Hoole, C. (2024). Bridging the gap: Exploring the impact of human capital
management on employee performance through work engagement. Administrative
Sciences, 14(6), 129-139. https://doi.org/10.3390/admsci14060129.

Maharani, D. (2023). The role of working and educated household mothers in increasing
family income. Economic and Business Horizon, 2(3), 11—18.
https://doi.org/10.54518/ebh.2.3.2023.176.

994 | Economic and Business Horizon


https://doi.org/10.52970/grmilf.v6i4.2623
https://doi.org/10.54097/qd8pxd61
https://doi.org/10.1177/014920639101700108
https://doi.org/10.1016/j.respol.2022.104703
https://doi.org/10.1016/j.respol.2022.104703
https://doi.org/10.1108/PR-04-2019-0179
https://doi.org/10.53555/kuey.v30i8.8529
https://doi.org/10.22219/jamanika.v3i02.27360
https://doi.org/10.1016/j.indmarman.2023.03.010
https://doi.org/10.1108/EBR-11-2018-0203
https://doi.org/10.3390/su11205782
https://doi.org/10.55606/ijemr.v4i3.556
https://doi.org/10.26668/businessreview/2022.v7i3.0667
https://doi.org/10.29040/ijebar.v5i1.2150
https://doi.org/10.3390/admsci14060129
https://doi.org/10.54518/ebh.2.3.2023.176

Determinants of MSME Employee Economic Value: Human Resource Accounting. ..

Memon, M. A,, Thurasamy, R., Ting, H., & Cheah, J. H. (2025). Purposive sampling: A review
and guidelines for quantitative research. Journal of Applied Structural Equation Modeling,
9(1), 1-23. https://doi.org/10.47263/JASEM.9(1)01.

Palupi, S. E., Semmaila, B., & Serang, S. (2021). Peran sumber daya manusia dalam upaya
peningkatan UMKM di Kabupaten Poso. Journal of Accounting & Finance (JAF), 2(2), 17—
38. https://doi.org/10.83096/]af.v2i2.1062.

Polas, H. M. R. (2025). Sample selection in social science research: A holistic approach to
methodological rigor. Insight-Statistics, 8(1), 740-754. https://doi.org/10.18282/i-s740.

Ramadani, P., Latipah, S., Nasution, S., & Zainarti, Z. (2025). Analisis strategi perkembangan
sumber daya manusia untuk meningkatkan daya saing UMKM Warung Ibu Saleha di
Jalan Iskandar Muda. Socius: Jurnal Penelitian Ilmu-Ilmu Sosial, 2(12), 678—683.
https://doi.org/10.5281/zenodo.15707087.

Salvi, A., Raimo, N., Petruzzella, F., & Vitolla, F. (2022). The financial consequences of human
capital disclosure as part of integrated reporting. Journal of Intellectual Capital, 23(6),
1221-1245. https://doi.org/10.1108/JIC-03-2021-0079.

Sheehan, M. (2014). Human resource management and performance: Evidence from small
and medium-sized firms. International Small Business Journal, 32(5), 545—570.
https://doi.org/10.1177/02662426 12465454

Simarmata, J. (2020). The practices of HRM, human capital, and organizational performance:
A literature discussion in SME context. Journal of Management Dan Sains (J-MAS), 5(2),
192—199. https://doi.org/10.83087/jmas.v5i2.180.

Sugiarta, A. A. H., & Putri, I. G. A. P. S. W. (2023). Human resource accounting and its
relevance in improving organizational performance: Evidence from Indonesian
companies. Business, Management and Accounting Journal, 2(2), 55—67.
https://doi.org/10.87802/jamb.v4i2.392.

Sundari, S., Hidayat, W., Isnalita, Nuswantara, D. A., & Run, P. (2024). Do human resources
accounting disclosure deter investors’ decisions in the banking sector? Jurnal Ekonomi
Pendidikan dan Kewirausahaan (JEPK), 12(2), 273—296.
https://doi.org/10.26740/]epk.v12n2.p273-296.

Wongsansukcharoen, J., & Thaweepaiboonwong, J. (2023). Effect of innovations in human
resource practices, innovation capabilities, and competitive advantage on small and
medium enterprises’ performance in Thailand. European Research on Management and
Business Economics, 29(1), 100-110. https://doi.org/10.1016/].iedeen.2022.100210.

Yakusheva, O., Lee, K. A., & Weiss, M. (2024). The nursing human capital value model.
International Journal of Nursing Studies, 160(14), 104-110.
https://doi.org/10.1016/].ijnurstu.2024.104890.

Vol. 5, No. 5 (2026), 983-996 | 995


https://doi.org/10.47263/JASEM.9(1)01
https://doi.org/10.33096/jaf.v2i2.1062
https://doi.org/10.18282/i-s740
https://doi.org/10.5281/zenodo.15707087
https://doi.org/10.1108/JIC-03-2021-0079
https://doi.org/10.1177/0266242612465454
https://doi.org/10.33087/jmas.v5i2.180
https://doi.org/10.37802/jamb.v4i2.392
https://doi.org/10.26740/jepk.v12n2.p273-296
https://doi.org/10.1016/j.iedeen.2022.100210
https://doi.org/10.1016/j.ijnurstu.2024.104890

Surya Anggraeni Sayitno et al.

Copyright: © 2026 by the authors. Submitted for possible open access
publication under the terms and conditions of the Creative Commons
Attribution-ShareAlike 4.0 International License
(https://creativecommons.org/licenses/by-sa/4.0/).

996 | Lconomic and Business Horizon


https://creativecommons.org/licenses/by-sa/4.0/

