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Purpose: The article examines the role of management accounting in managing human

capital, a key intangible asset for services sectors. Considering new expectations regarding
the role of management accountants and human resource professionals, the article explores
the ability of the disciplines to collaborate in becoming more strategic.

Design/methodology/approach: The article considers literature on the evolution of the two
disciplines, including archetype views on the role of management accountants, and presents
case study analysis of a German information technology firm and a Dutch bank. Semi-
structured interviews were conducted with senior managers from both the companies.

Findings/results: From the interviews, it appeared that management accountants play the
role of business partner but stop short of acting as comprehensive integrator of human
capital information. While both companies have innovated in measuring and valuing human
capital, human resources and finance analytics teams tend to work on their own and
accountants remain ad hoc advisors.

Practical implications: Efforts to refine the business case and value human capital fail to fully
mainstream, as collaboration across departments remain loose. Innovations in soft management
controlsleaveanimpression of loose coupling between subsystems rather than comprehensively
planned and integrated soft management control systems.

Originality/value: The study defines complementarity between two disciplines, both seeking
to account for and manage intangible assets more effectively. It concludes with lessons for
researchers and practitioners on the development action-to-value pathways, improving non-
financial metrics and purposefully shaping soft control systems.

Keywords: management accounting; human capital; strategic human resource management;

intangible assets; management control systems.

Introduction

Human capital (HC) as key intangible asset remains a prime factor in determining the market
value of enterprises. It is of special interest in the service industries, ones strategically dependent
on talented employees. In the last two decades, the management of HC has expanded in focus
from topics such as education and skills to the topics of health and well-being (Flamholtz et al.,
2020). New subjects of investigation include the extended availability of employees and remote
working, which poses new health risks (Wendsche & Lohmann-Haislah, 2017).

The search for improved ways of measuring and managing HC has raised expectations with
regard to the role of accounting. Human resource accounting (HRA) pioneers such as Eric
Flamholtz (1999) introduced a quantitative approach that was not obsessed with financial
statements. Defining a managerial accounting approach, the author worked with softer accounting
information, assessing ‘how” HC creates value (Flamholtz et al. 2020; Roslender & Monk, 2017).
This required a new understanding of management accounting. Today management accountants
remain challenged to take lessons from strategic management accounting (SMA) techniques and
apply these to HC.

Exploring the role of management accounting (MA) implies new trends in the disciplines of both
MA and human resource management (HRM). While the concept of SMA has struggled to
establish itself (Langfield-Smith, 2008; Rashid et al., 2021), new case studies in SMA research since
the 2010s illustrated innovative use of the balanced scorecard (BSC) and integrated performance
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measurement in the service industries (Rashid et al., 2020).
What made the approach ‘strategic’ was among others
defined as focussing on the longer-term future and
incorporating non-financial information such as that found
in HRA. New information technologies (IT) also brought the
prospect of vast improvements in measurement and
management.

Flamholtz (1974) identified a key objective of HRA as getting
management to ‘think people” versus simply considering
‘labour’ as ‘costs’ that need to be minimised. The later concept
of strategic human resource management (SHRM) looked at
employees as a source of competitive advantage (Bratton,
1994). It pointed to a ‘targeted HRM system’ (Jackson et al.,
2014) with functional dimensions such as training and
strategic dimensions such as teamwork, culture and
organisational learning.

The ultimate role for the HR function today has been
described as ‘improving the performance of the organisation
by improving managerial behavior and the quality of
decision making about human capital management and
organisational design” (Hossain & Roy, 2016). In this role, the
HR manager needs a crucial partner, namely the management
accountant, to define relevant connections and alignment
with matters such as organisational value creation.
Management accounting can help HR as a discipline to meet
the expectations of SHRM (Becker & Huselid, 2006; Wright,
2008). In the eyes of many, HR has continued to be
operationally focussed, not the strategic business partner it
was expected to become. Human resource and MA managers
may well collaborate in establishing greater credibility for
their disciplines inside enterprises, becoming recognised
business partners in planning and strategic interventions
(Delany, 2016).

The following study seeks to find greater clarity on the role of
MA in human capital management (HCM), based on analysis
of two European service industry companies known for their
innovative approaches to HC. It presents a qualitative,
interpretative field study on the role of MA, examining the
experience of a European IT firm and bank. The following
section provides an overview of recent literature on the role
of MA, followed by a focus on two challenging responsibilities
in the measurement and management of HC. The subsequent
section describes the methodology used, after which findings
based in interviews with the two case companies are
presented. The conclusion provides recommendations for
improved practice and future research.

Emerging roles and challenges in
managing human capital
The role of management accounting

Assessing the role of MA, the approach in this study was to
focus on the substance of what HCM requires and getting
views from managers of diverse departments. This left open
the possibility of different managerial positions taking on
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MA functions, of accounting-type functions in sustainability
played by managers of diverse technical backgrounds, as
well as exploring the evolving role of the management
accountant. Review of research on SMA has highlighted
questions around the role of MA as discipline and
management accountants as professionals. Studies often
found that SMA tools, techniques and practices were
implemented not by the accounting function but by others
playing a ‘shadow accounting’ role (Hadid & Al-Sayed, 2021;
Langfield-Smith, 2008). It may be that in SMA, the
management accountants play more of a supportive role,
working with multidisciplinary teams (Ma & Tayles, 2009).
They are also expected to grow beyond costing and
accounting expertise to fulfilling coaching and advisory
roles.

Research on management accountants have often referred to
three archetypes, namely that of ‘bean counter’, ‘business
partner” or ‘information gatekeeper’ (Byrne & Pierce, 2007;
Goretzki & Messner, 2019; Schaltegger & Zvezdov, 2015; Wolf
et al., 2015). Work on the business partner model focusses on
a more strategic role, including use of new IT and digital
capabilities (Andreassen, 2020). Work on the gatekeeper
function has emerged from research related to the growing
field of sustainability information (Ascani et al., 2021) and a
facilitator role that management accountants may play across
departments.

Looking at the role of management accountants in the new
era of sustainability accounting, Smith (2017) highlighted
their ability to quantify. They have a special role in the ability
of companies to work with a multi-capital model, where they
need to define, quantify and establish new capital accounts.
Management accounting can complement various control
structures, but the role of accounting in different
configurations deserves more research (Frow et al., 2010).
The results-driven approach of accounting has shown the
risk of being overly mechanistic. Accounting is more easily
associated with hierarchical, bureaucratic, and formalistic
approaches. Yet, the role of accounting in promoting
transparency and more predictability can also serve to build
trusting relationships.

Analysis of the role of management accountants in HCM at
large companies in the United Kingdom (UK) and Canada
(Vedd & Kouhy, 2005) highlighted four categories of
functions. These were: (1) strategy and business planning
(including the development of HR analytics), (2) decision-
making (including cost-benefit analysis for major projects),
(38) measuring performance and reporting (including the
definition key performance indicators [KPIs]) and (4)
emerging roles (including inhouse consultant to HR
managers). As the finance function becomes more digitised,
management accountants need to improve their ability to
provide data-driven decision support and become more
familiar with new understandings of value creation.
Surveying of management accountants of Oceania, however,
signalled that management accountants are not playing a
significant role in sustainability accounting (Mistry et al.,
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2014). This leaves a question mark behind the ability of the
profession to conduct multi-capital accounting.

Surveys among Dutch management accountants in the early
2010s suggested a hybrid function emerging. Rather than the
dominance of a stronger business partner, strategic MA
function, the trend seemed to be a hybridisation in which
internally focussed functions associated with ‘score keeping’
remain equally important (De Loo et al., 2011). This was in
part influenced by regulatory developments (common for
the banking sector), demanding more rules and controls.
Feedback from German management accountants also
highlighted increasing complexity in tasks and interactions.
A survey from the late 2010s signalled role extension rather
than role transition (Rieg, 2018), including a mix of roles such
as internal consultant (advice), counterpart of management
(critical questioning), navigator (steering), controller (cost
controls) and bean counter (financial numbers).

Table 1 gives an overview of MA functions, including
established operational task areas, strategic responsibilities
and emerging responsibility areas highlighted in the past
decade. Our examination of two European enterprises will
consider what emerging functions relate to HCM. Archetype
roles that come up with respect to emerging functions include
that of broker, integrator and standards harmoniser. All of
these highlight a role that cuts across departments and
requires multidisciplinary understanding.

In addressing alternative capitals such as HC, two
responsibility areas that deserve special attention by
managementaccountants are measurementand management.
The following two sections highlight relevant literature,
including new developments related to making the business
case and pursuing improved control packages.

Measurement and making the business case

The case for improved HCM has been made with a focus on
individual HC initiatives as well as HC as asset, exploring
ways of valuing the collective attributes of employees.
Valuation of HC can be cost based, income based or market
based (Madhani, 2012; Merriman, 2017). Assessment of HC

TABLE 1: Established and emerging functions, competencies associated with
management accounting.

Operational Strategic Emerging
Mechanistic Business partner Value creation, sustainability

Execution, processing,  Strategy, Planning
Standardisation KPI architecture

Scenario development
Non-financial goals-objectives-
targets-KPIs alignment

Value investment
decision-making

Operational budgeting  Budgeting
Capital budgeting

Costing Cost management Revenue management
Measurement, Performance Impact management
Datafication management, Analytics  Insights

Operational risk Risk management Opportunity management

Business control
(co-pilot)

Hard controls Soft and dynamic controls

Internal reporting,
real-time data

Reporting (financial
integrated)
Information systems
integration

Integrated reporting

KPI, key performance indicator.
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initiatives versus HC as asset has been described as a
managerial accounting versus a financial accounting
perspective (Flamholtz et al., 2020). Critiques of attempts to
have HC assets reflected on balance sheets have concluded
that determining reliable financial valuations of employees,
individually or in aggregate, is an ‘option (that) has been
rejected by the majority of accounting academics who have
had an interest in accounting for people for close to half a
century’ (Roslender & Monk, 2017, p. 53).

As interest in new aspects of HC emerge over the years,
studies on the related return on investment (ROI) abound.
Yet, despite the popularity of new initiatives such as wellness
programmes since the 2000s, surveys found that HR
departments often continued to invest in these without
knowing the ROI (Barlow & Weber, 2012). There is no
shortage of academic studies on the relationship between
HCM (including HR analytics) and organisational
performance (Marler & Boudreau, 2017; Van De Voorde et
al., 2012). Human capital management research has also
taken up multilevel analysis since the 2000s, addressing
employee-level and organisational-level outcomes (Peccei &
Van de Voorde, 2019). The research involved examination of
mediating variables such as employee satisfaction, as well as
use of employee surveys to aggregate employee sentiments
and correlate these with macro level indicators such as profit.

The mapping of cause and effect between HC initiatives and
financial results typically define a framework that sets out
key variables involved. The Actions-to-Value Framework
(Ballou et al., 2010) starts with managerial actions and related
non-financial measures, which is then translated into
financial indicators. Complications include time lags and
uncertainty about the direction of causality. Business case
mapping seeks to address the “poorly articulated logic” that
was found to undermine ROI calculations for healthy
workplace programmes in the 2000s (Dimoff et al., 2014).
Ultimately the search for meaningful metrics and mapping
the business case has pointed to two approaches, the HRA
tradition focussed on utility analysis and the HR strategy
tradition focussed on overall organisational performance
(Dimoff et al., 2014). Some seek to track linear, cause-and-
effect relations that lead to certain economic results. Aware
of the complexity of HC, others explore the dynamic involved
in decision-making processes and use qualitative indicators
in examining complex systems (Malina et al., 2010).

The strategy tradition is certainly more open to working with
‘soft numbers’, proxy indicators and what appears to be
logical associations. During the 2000s, HR saw much interest
in hard numbers such as participation in training,
remuneration and turn-over rates. More holistic approaches
since the 2010s have led to greater interest in softer factors
such as relationships and well-being. The coronavirus disease
2019 (COVID-19) pandemic strengthened awareness of the
health dimension, as well as the importance of preventative
and leading indicators from 2020 onwards (Grossmeier et al.,
2020; Ho & Brown, 2020). But measuring soft benefits is
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challenging, as they are difficult to quantify and have long-
term financial impacts (Kreiss et al., 2017). Prioritising soft
factors and analysing them in proper context points to the
domain of management and having strategic control systems
in place.

Management and applying innovative control
systems

Introducing bottom-up approaches and multidirectional
feedback, current-day ‘agile HR’ moves away from
conventional standard operating procedures, control systems
and top-down monitoring. The trend towards agility has also
had its impact on MA. Interest in interactive tools in
management control systems (MCSs) is influenced by a keen
awareness of the need for organisational innovation (Lopez-
Valeiras et al., 2016). The move from command-and-control
to more flexible approaches has been described as an ongoing
‘tension between control and flexibility” (Henri, 2006).

Perceptions of management control have also changed from
it being detrimental to innovation, to it being beneficial to
innovation and contributing to strategy development (Gond
et al., 2012). The new perception explores approaches such
as informal and indirect controls. Complementary use of
formal and informal controls includes combinations of
different styles of control use, for example, participative
and empowering (Fagerlin & Lovstal, 2020). Digital
technologies enable hybrid approaches in which flatter
organisation, social controls and autonomy are more
prominent. Survey questions can also be forward looking
and provide the basis for an ongoing conversation
(Buckingham & Goodall, 2019).

As our case companies will illustrate, not all social controls
are informal or unplanned. While informal controls may not
be explicitly pre-specified, managers can choose to
intentionally steer them for the sake of advancing certain
goals (Cardinal et al., 2017). This contrasts the view that
being ‘unplanned’ is a key feature of informal controls
(Tucker, 2019). Exogenous developments such as a global
pandemic may cause informal control to increasingly display
deliberate design and management intention. The COVID
experience also raised interest in analytics on social
networking among remote working employees.

New mechanisms involved point to different categories of
controls, such as planning, measurement, procedures and
social norms (Bedford & Malmi, 2015). Research on different
configurations of controls highlight the existence of control
environments such as ‘hard” or ‘soft MCS’ (Tucker, 2019),
reflecting degrees of deliberate design. The control package
help employees to better understand how their work relates to
their organisation’s value chain (Wouters & Wilderom, 2008).
The MCS enables the implementation of strategy, facilitating
goal congruence and alignment (Tucker & Parker, 2015). It
aligns the mindset of operations managers and financial
professionals (Farris & Haskins, 2016), shaping a more holistic
understanding of asset utilisation and value creation.
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Limited attention to the conceptualisation of the overall
MCS points to weak coordination and integration, accidental
and ‘loose coupling” among subsystems (Otley, 2016) as
well as unit protectionism (Dimes & De Villliers, 2021).
Management control systems in many organisations involve
a package of control elements that have been separately
designed and implemented without coordination (Mundy,
2015). The ideal control package needs to address both task-
oriented technical dimensions and people-oriented social
dimensions (Gackstatter et al., 2019). Companies need to
find their best configurations of different control types, a
question influenced by factors such as industry sector
(Bedford et al., 2016). In the service industries with their
high levels of strategic HC, one can expect greater use of
non-traditional controls. What would be the case in a
European IT firm and bank?

Methodology
Case study research and data analysis

The analysis in this paper is based on case study research on
a German IT firm and a Dutch bank. Primary qualitative data
were collected through semi-structured interviews conducted
with senior managers from both the companies over 7
months. The study also involved qualitative desk research,
revisiting existing theory about HC, and the role of MA. This
was done to inform an inductive, interpretative approach in
drawing lessons from the experience of two service industry
companies. Based on the literature review, established and
emerging roles for MA in HCM were defined and used as
reference in assessing the experience of managers at the two
case companies.

While grounded theory is a popular research method
followed in qualitative research in accounting (Gurd, 2008),
the study did not follow core canons of grounded theory
such as following an iterative approach in data collection.
Based on a literature study of new developments in HC and
MA, a predetermined list of open-ended questions was
prepared, and semi-structured interviews were done with
senior managers. Following the interviews, a thematic
analysis was done to determine significant insights and
assess the applicability of theoretical perspectives from the
literature covered. Interview feedback was complemented by
examination of related reporting published by the companies,
in particular their reporting on HC, related performance and
valuation.

Online video interviews were done with the senior managers
of each company (see Appendix 1), managers from HR,
accounting and other departments. The 1-h interviews were
recorded, transcribed, annotated, re-read several times,
reviewed and analysed to identify common themes that
emerged. Interviewees were presented with 10 questions
related to organisation, valuation, processes and systems.
They had the opportunity to respond more extensively to
questions directly related to their responsibility areas. This
enabled the researcher to obtain a complete overview and
views from different departments. Feedback from diverse
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specialisations also allowed for comparison across two
companies known for their innovative HC practices.

Attributes of the two industries involved

The service industries examined display firm-specific HC
required for a particular sector. This means ongoing
development of employees is critical. The use of select SMA
techniques and applying them to HC by the two companies
may be influenced by their sector, level of uncertainty and
the type of strategy they pursue (Cescon et al., 2019). Both the
IT company and the bank pursue a strategy of differentiation
and operate internationally. The former has a strategy of
expensive but high-quality services, while the latter as one of
the three main banks in The Netherlands is seeking to
differentiate itself with its sustainable finance offer. The IT
firm faces the uncertainty of high-paced innovation and tight
competition, while the bank faces uncertainty related to the
implications of the digital revolution and economic
disruption caused by systemic risks.

The attributes of ‘strategic HC’ (Widener, 2004) can be
applied to the IT and banking sectors. Both display high
levels of intangible assets. One would expect the IT sector to
display high behavioural uncertainty and firm specificity
(unique software knowledge). In the case of banking, one
would traditionally expect low behavioural uncertainty
(highly regulated industry) and low firm specificity. Yet, the
digital revolution and sustainability agenda is changing this
dynamic. A bank that is highly competitive may display
higher behavioural uncertainty (routine tasks automated,
customer-facing tasks more varied) and higher firm
specificity (unique specialisation in certain areas of
sustainable finance).

One would expect the IT firm to be well positioned to lead
innovation in HRA, as past surveying on the use of advanced
cost management systems in the German-speaking countries
signalled the value of being supported by a highly integrated
information system (Krumwiede & Suissmair, 2008). This
points to good use of an enterprise resource planning (ERP)
system, including its HR and MA modules. Research on a
Canadian IT company in the 2010s highlighted the value of
select HRM practices in securing the retention of expert
employees (Renaud et al., 2015). Expert employees appreciate
a stimulating and healthy work environment, implying
physical and mental health. The sector understands that
digitalisation can lead to increased stress and boundary-
blurring (N6hammer & Stichlberger, 2019).

Medical schemes at the US companies have caused their
health and wellness programmes to be popular subjects of
ROI studies. A health management initiative at Citibank
showed that for every dollar spent on healthy workplace
programmes, their medical and absenteeism costs fell
significantly (Baicker et al., 2010). Looking at improved
productivity, HC as an input factor is very telling in banking
as this is a sector that tends to have little research &
development (R&D) spending. Analysis of banks in Turkey
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and Australia has found that over several years HC efficiency
and capital employed efficiency (including employment
costs) have a positive correlation with the return-on-assets
(ROA) ratio of banks (Joshi et al., 2013; Ozkan et al., 2017).

The case of two European service
industry firms
Background

The German IT firm has over 100000 employees and offices
in 130 countries, while the bank has close to 20000 employees
based mainly in The Netherlands and other European
countries. Both have implemented flagship initiatives over
the last decade to support the employee experience, well-
being and development. This included developing statements
of core values and cementing a certain organisational culture.
At the IT firm, its ‘How We Run’ principles are seen as
providing continuity and focus, including emphasis on
having a cooperative culture. At the bank, its “Together &
Better’ performance management system is built on ongoing
dialogue, regular check-ins and emphasis on aspects such as
personal development and well-being.

Both companies have seen how the COVID experience
expanded the focus on employee well-being initiatives to
greater consideration of mental health and online support of
employees working remotely. The IT firm has run a Business
Health Culture Index (BHCI) for over 10 years, one developed
based on questions about, for example, work-life balance
asked in regular employee surveys. With the help of a
consulting firm, it developed an index that enabled unpacking
the business case and identifying the financial benefits that
result from employee health activities. Also with the help of
external consultants, the bank since 5 years assessed the
value of its HC. This process led to the publication of an
annual Impact Report, which includes metrics related to
impact on its HC.

In the case of both institutions, their senior accountants have
been challenged in showing the ability to work with non-
financial information and co-steering the business. A chief
controller at the bank described the expanding skillset and
argued that: ‘controllers in the business lines have quite a
degree of freedom to take decisions and co-steer the business’
(P11).

There is the need for understanding sustainable business
when fulfilling tasks such as developing the organisation-
wide key performance indicator (KPI) architecture. The chief
accountant at the IT firm said: ‘the task of our Intelligent Data
& Analytics (ID&A) group is to make sure people talk about
the same KPIs when referring to non-financial indicators
such as employee engagement ..." (P4).

With this comes a change in organisational culture, notably
when sustainability is one of the key pillars of Group Strategy.
An engagement manager at the bank elaborated:
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‘All units now have co-ownership of a strategic subject, and
sustainability expertise must be built across the whole
organisation ... But there is still a mismatch in that management
accounting is often seen as accounting for everything with a
Euro sign in front of it and nothing more. The rest, such as People
and GHG emissions, is seen as other people’s work. Change is
happening in the heads of Finance as investors and regulators
start to ask more questions.” (P7)

Understanding of finance and accounting therefore needs to
grow to also understand relevant business and sustainability
(including HC) factors. This includes comprehension for the
positioning of financial and non-financial KPIs on an equal
footing.

The business case and valuation

The IT firm has spent the past decade refining the business
case, with HR functions taking the lead. Using linear
regression analysis to determine the financial impact of non-
financial indicators, the IT firm knows that one percentage
point change in its BHCI impacts the operating profit of the
company by EURO 90-100 million. One sustainability
executive commented:

‘Reporting the financial consequences was a game changer.
Managers now think of impact they have on their people as
impact also on financial performance ..." (P2)

Common issues raised with respect to making the business
case are complexity in tracing cause-and-effect, difficulties
with measurement, and accepting the fact that this involves a
journey of trail-and-error over many years. The IT firm
developed and improved its BHCI over 10 years. It developed
a mapping of cause-and-effect indicators that progress from:
(1) HC activities that support health (including sport and
flexitime), to (2) related change in behaviour and perception,
to (3) subsequent company impact (including employee
productivity and retention), to (4) eventual impact on
financial KPIs (revenue and profit).

Inevitably, the development of the business case is an iterative
process, involving diverse departments. The feedback from
the IT firm is that:

‘[Slome issues are hard to measure and defining correlations can
be complex ... to some extent there is simply a gut feeling that
doing certain things make good sense.” (P2)

‘Tracking the cause and effect involves collaboration between
the human resources, health and sustainability departments...
the accountants are not so involved yet ...” (P1)

Going beyond flagship initiatives to an organisation-wide
systems approach requires ongoing research and analytics.
At the bank, this includes collaboration with a local
university, where research has found that the best predictor
for customer satisfaction is the employee net promoter score
(eNPS). The HR director commented:

‘If your employees are happy, so will be your customers. Of all
possible antecedents, the eNPS is the best predictor. That implies
a lot of money.” (P12)
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AttheIT enterprise, HR has developed a new KPI architecture
with three levels of indicators, including a top level that
covers the company-wide aspects such as employee
engagement and a middle level of strategic impact measures
such as talent pipeline indicators. The head of People Insights
noted:

“We see HR managers struggle in making the business case. To
advance measurable results, we invested a lot in creating a new
KPI architecture. Managers recognise the need to define metrics
that help them see what happens if option A or B is pursued,
for example how satisfied the employee is with different
compensation options.” (P3)

Is any valuation of HC at the companies cost based, income
based or market based? From their responses, the accountants
believe it is cost based. The subject experts, such as those
working in HR, express an ideal in which the approach of
their companies is rather a combination of these factors.
With both companies, this is based on the experience of their
flagship HC projects. The IT firm knows what a change of
lpp in its BHCI implies for operating profit. What the
accountants underline is the need for credible and
comparable data, which requires a standard nomenclature,
recognised methodology and common taxonomy. Even
though the cost-based approach is dominant, certainly in
international financial reporting standards (IFRS) reporting,
the accountants do not see this as inhibiting long-term
investment in HC.

In 2018, the bank had a study done on the impact of
investments such as EUR 50 million spent annually on
training. An external consulting firm calculated EUR 600
million in HC value. Building on this, the bank started to
publish its Impact Report. Related to impact on HC, its own
and that of organisations in its value chain, the report covers
flow metrics such as the well-being effect of employment,
salary increases following training and learning and the
value of employee time spent on work. The impact reporting
has helped to advance thinking in terms of: "human resources
notjusthuman costs’ (P7). While the impact reporting content
is not an integral part of how management steers the ship,
Board discussions have recognised HC as a key material
topic. The HC impact research has been followed by more
investing in working conditions and well-being. While the
accountants view HC as hard to measure, one reporting
director recognised:

‘One can have an indication, for example if it is green or red ...

the value of the HC valuation study was that it came up with a

number, to start the discussion ... The business is led by beliefs.

This needs to be balanced by risk and finance, challenging beliefs
on the basis of facts and knowledge ..." (P10)

Discussing financial versus non-financial and ‘soft metrics’,
one HR director commented:

‘With the help of new digital functionalities, non-financial data
can today be hard and reliable. The soft metrics are very relevant.
When you don’t develop these types of metrics, you're
navigating blind.” (P12)
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Information technology applications enablelarge organisations
to produce and analyse data at scale. This needs to be
accompanied by improvement in processes, getting more
disciplined and systematic to deliver reliable sustainability
performance data. The reporting director stated:

‘Finance people don’t own these numbers, and therefore they
don’t believe them. Organisation around sustainability
information is less structured than financial processes.
Accountants need to become more involved for these processes
to become more reliable.” (P10)

The improvement of processes and systems needs to be
reconciled with new agile working approaches that prioritise
autonomy and social interactions. As one head controller
commented:

‘Mapping the cause and effect from motivation to financial
performance is challenging. Consider FTEs and cost. Headcount
may decrease, but again the workload increases. It is very
difficult to do a proper analysis here. With the agile approach we
can fix the capacity, say this is the capacity with which we are
able to steer on business value. But performance measurement in
an agile environment is difficult. You need to reach a certain
maturity level ...” (P11)

Evidently financial and non-financial professionals need to
develop a greater understanding of the meaning of data
emerging from their respective work areas. The HR manager
concluded:
‘Finance and Control must recognise that performance has much
to do with people. A company is a group of people, and financial
results have much to do with people. But that is not a commonly
taught view in financial strategy.” (P12)

Evolution in controls

Controls and MCS imply bread and butter tasks of
management accountants in Germany and The Netherlands.
Banking has no shortage of formal controls related to
compliance. Operational non-financial risk reported by the
bank includes compliance risk and HR risk. The period post-
financial crisis has seen change in how management controls
are pursued, with accountability enforced at the level of not
only outcomes (results) but also process (behaviour).
Interviewees confirmed more focus on process instead of just
financial outcomes. One reporting director recognised the
distinct role of process:

‘Important is not just the “what” in terms of financial outcomes,

but more the “how”. Behavioural aspects are really important

here, the processes and systems linked to enforcing desired
behaviour.” (P10)

At the IT firm, where almost a third of the workforce is based
in R&D, the role of autonomy and innovation is highly
appreciated. As a vice president commented:

‘Within the framework of goals agreed by management, the
employee has flexibility to decide what is best for a project and
the company. You need mature employees with the personality
and capability to decide and not simply follow what the boss
says ... this requires a high level of trust.” (P1)
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The IT firm is committed to maintain its entrepreneurial
spirit. It sees itself as: ‘not a control-driven organisation but a
network-based company’ (P6). Building on feedback from
thousands of employees in its surveys, it sees positive
interrelations between its Leadership Trust Index, Employee
Engagement Index and BHCI. Autonomy is accompanied by
alignment, so the employee has clarity on the boundaries and
strategy within which to operate.

Managers at the IT firm sees dynamic controls reflected in its
open feedback culture, where seniority and hierarchy are not
important. The sustainability officer highlighted the different
meanings of controls:
‘One needs a mix of formal, informal and dynamic controls.
Feedback helps to eventually formalise, what are the desired
controls and who leads. It is important to distinguish between
controls as steering and controlling as a mechanistic function.
There is a difference between being a business partner and
advisor versus control simply being a senior breathing down
your neck.” (P2)

The bank has also put significant effort into developing a
culture of continuous feedback, and today it is reaping the
fruits of a programme of lean management that was
introduced in the 2010s. Its HR Transition Programme
emphasised dynamic controls. But there remains tension
between the tick-the-box mindset of formal controls and the
less hierarchical approach of open feedback that goes with a
culture of dynamic and informal controls. As the reporting
director explained:
‘Finance recognises that one cannot do without soft controls. It is
the combination that makes an effective system work. In a crisis
people tend to be very focused and there is more emphasis on
formal controls. In a growing, experimental mindset one has to
emphasise soft controls. On the commercial side, in the business
lines, there is more attention to soft controls and less hierarchical
ways of thinking. But financial managers always prefer the
formal, and always expect a second pair of eyes to look and
avoid sloppiness.” (P10)

New technologies enable innovative ways of promoting
softer controls. An application on the smartphones of
managers at the bank, for example, reminds them daily of
compliance and ethical behaviour. It combines both soft and
hard controls. New ways of working based on the principles
of agile and lean include thousands of employees working in
teams with scrum masters that operate as servant leaders.
Human resource defines new archetypes of work. Human
resource at the IT firm views its BHCI as a good proxy for
whether the psychological contract with employees is
working. Surveying employees is not only a tool for collecting
data. The questions asked, the self-accounting and the
manner of follow-up also leave employees with a sense of
empowerment. An analytics team at the bank regularly does
pulse measurements with over 1000 employees. They pose
different questions every time to different people. The
approach is complemented by significant investment in the
development of employees, including online courses.
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The COVID experience led to more intentional design of
informal controls such as social events and well-being
activities to support the physical and mental health of
employees. Both the bank and the IT firm offer employees
online activities such as coaching, advice, yoga, and wine
tasting. The head of health and well-being at the IT firm
commented:

‘As we had a comprehensive approach to employee health &
well-being in place pre-COVID and provided virtual services
before, we did not really have to change the approach. What did
change was greater awareness and demand for these services. HR
has additionally put after work leisure activities in place ...” (P5)

Though greater intentional design may emerge from the
top, the extent to which these informal controls become
formalised organisation wide, monitored and part of a soft
MCS is unclear. It may reflect examples of loose coupling,
with innovative activities designed by HR. Management
accountants need to be more involved, using their umbrella
view to ensure that various activities effectively fit within an
overall control package by design. From our case companies,
the involvement of MA as a profession appeared limited.
As the chief controller at the IT firm described it:

‘T have seen with country subsidiaries how employees benefit
from offerings such as social events and sport activities. But I
don’t think activities like going to the gym are monitored or
controlled, not at group level. I doubt that these activities are so
well established that Control is involved in doing a cost benefit
analysis. But we need to ensure that HR hears us ..." (P6)

Discussion

Feedback from the two companies signalled a combination of
established and new roles of management accountants,
including archetypes associated with having certain expertise
and the ability to deal with financial and non-financial
information. Accountants at the two companies appear to fall
short of taking on emerging functions of their discipline
identified (Table 2), roles in areas such as value investment
decision-making, impact measurement and soft controls.
They may be playing the role of business partner and ad hoc
advisor but show limited evidence of acting as information
gatekeeper or integrator of HC information. This points to
shortcomings in their role in co-steering investment in HC as
a strategic asset. Improvement requires an openness to
alternative areas of expertise, improving frameworks for
integration and a strategic look at organisational culture.

The need for accounting expertise, financial and
nonfinancial

While past studies on the role of management accountants
have often applied sociological and political analysis to assess
the applicability of certain archetypes and self-perceived
identities (Goretzki & Messner, 2019), this study has focussed
on the task of what needs to get done in advanced approaches
to HC management. This points to lessons for the education
of different types of accountants and different subdisciplines
of accounting that delivers ‘hybrid accountants” (Wolf et al.,
2015) as our case study has shown.
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TABLE 2: Emerging functions of accountants at the case companies.

Strategic Emerging Findings
Business partner  Value creation, sustainability

Strategy, planning  Scenario development Management accountants lead
Non-financial goals-objectives- KPI architecture development
targets-KPIs alignment and broader strategic

goals-objectives-targets
alignment. This is key in
co-steering the organisation.
HR leads the definition of HC
priorities and HC Strategy.

Value investment
decision-making

Budgeting (MA) Management accountants are
hardly active in decision-
making on longer term
investment in HC. HR leads
(with external consulting help)
on the initial business case
definition.

Performance
management

Impact measurement and Accountants are becoming

management more involved in making the

Insights link between financial and
nonfinancial performance,
observing analytics and impact
studies initiated by HR and
Sustainability Accountants

Business control Soft and dynamic controls Management accountants set
control frameworks. They are
aware of the growing role of
soft controls but remain rather
passive observers and focussed
on business control.
Experimentation in soft MCS
displays loose coupling, with
HR leading experimentation.

Financial accountants are
becoming more active in
incorporating non-financial
performance information (HC
as intangible asset) in
expanded annual, potentially
more integrated reporting.

Reporting Integrated reporting

KPI, key performance indicators; MA, management accounting; MCSs, management control
systems; HC, human capital; HR, human resource.

The application of analytics and accounting expertise (albeit
that of external consultants) by the two companies has
facilitated the shaping of more insightful accounting
information for decision-making, for example, improved
clarity on the impact of employee health on earnings and the
value of training provided to employees. In this respect, the
‘business partner’ or co-pilot role of the management
accountants involved can expand into more strategic
assessment of investment in HC in different businesses. Our
two cases also illustrated the limitations of accountants who
may have business understanding but lack of expertise in
HR. As a result, HR departments have taken the lead in
contracting and developing their own analytics capacity,
recruiting non-financial data scientists to develop their own
people metrics and Sustainability Accounting expertise. In
this scenario, the service provider role of the management
accountant is one of translating HC metrics into financial
metrics and aligning with key organisational performance
indicators.

Establishing architecture and frameworks for
integration

The IT firm has focussed on the business case behind different
HC initiatives, while the bank has sought to determine the
value of its HC as asset. In both cases, a key lesson from
the experience was ‘how’ (process) HC creates value and
how this can be strengthened. They advanced not only
utility analysis but also SHRM by looking at organisation-
level performance outcomes, tracing how non-financial
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performance indicators translate via specified mediating
operational variables into strategic financial consequences.
The action-to-value frameworks they developed and applied
over many years helped to improve their ability to illustrate
positive associations and a better articulated logic. By leading
the creation of the KPI architecture and relevant frameworks,
management accountants establish systems and boundaries
within which HR managers can innovate.

While management accountants were hardly active in the
business case and valuation initiatives, functional units such
as HR played a ‘shadow accounting’ role. If anything, internal
management accountants served as ad hoc challengers to
provide a reality check, challenging beliefs with facts. Their
role of inhouse gatekeeper needs to strengthen for the
initiatives to establish themselves as core business in the eyes
of executive management. Management accountants should
be involved in improving integrated tracking systems and
cost-benefit analysis, advising HC on, for example,
considerations behind a focus on HC flows versus stocks.
They should also familiarise themselves with the valuation
methodologies that can be employed.

Shaping a strategic culture requires hard and
soft controls

Responsibilities of MA in management include monitoring
and control with tactical consideration of planning, budget
and strategy. In fulfilling these functions, management
accountants display the role of methodological and
organisational experts (Schaltegger & Zvezdov, 2015). Our
cases have shown that MA operates in an ecosystem with
diverse stakeholders (including HR, operational and financial
managers). The role of broker or gatekeeper (Ascani et al.,
2021, Schaltegger & Zvezdov, 2015) in the hierarchy is
important as senior management accountants have strategic
interaction with chief financial officers (CFOs) in steering
businesses. Our two listed companies indeed reflect the
greater complexity of larger organisations — a contingency
factor (Rieg 2018) — for which well-functioning MCSs are
critical. This includes MCSs with intentional design that is
not mechanistic but dynamic, supporting a culture of trust
and innovation.

The evolving MCSs of the IT firm and bank include soft
dimensions, showing an interactive and empowering use of
MCSs. Employees can self-account and their evaluation
involves diverse metrics. While belief controls are built into
statements of value, the two companies also intentionally
organise social and well-being events to boost employee
motivation and social networking. These shape the more
sophisticated MCSs one would expect of service industries
today. It challenges management accountants to develop an
understanding of the dynamic tension between formal
control and flexibility, and MCSs that not only enforce
discipline but also drive strategy. Management accountants
need to work with HR managers in designing and improving
soft MCSs to shape the desired business ecosystem.
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Conclusion

Our study considered how improved collaboration between
HR managers and management accountants can improve the
ability of their specialisations to become more integrated and
strategic. This includes overcoming obstacles in the advance
of HC management, including a lack of knowledge of HR
costing and accounting, doubts about the reliability of
business case calculations, as well as organisational culture.
Based on interviews with senior managers at the German IT
firmand Dutchbank, the study considered MAresponsibilities
related to defining the business case and developing more
sophisticated MCSs.

Interview feedback left the impression of management
accountants at the two companies playing a strategic role,
but falling short of a more advanced, emerging role of
conducting multi-capital management and shaping a new
understanding of value creation. In as far as they introduce
innovative approaches to the control package, the overall
impression remains one of loose coupling among subsystems.
Human resource departments introduce their own analytics
teams, which involve participants from various departments
and generate new insights into HC value and impact.
However, the analysis is not firmly rooted in the core
management of the business. The MCSs involved reflect
dormant technical integration but not full integration.

As regard to business case development, the feedback
confirmed challenges experienced in working with ‘soft’
numbers and causal relations that take time. Yet, through
their mapping of the business case and HC impact, they
illustrate the usefulness of a strategic managerial accounting
perspective, one that is not limited to financial statement
calculations of ‘how much’ but also seeking better
understanding how” HC creates value. In doing this, they
confirmed the importance of being able to define strategic
associations rather than simplistic causality.

As far as the ideal control package is concerned, feedback
from the two companies showed the tension between control
and flexibility, between standardisation and innovation. Both
companies have gone through processes of introducing agile
management, and there is wide recognition of the value of
working in teams and a networked way. The accountants
interviewed recognised that an effective MCS requires a
combination of hard and soft controls. In their own work,
they respect working in a culture of ongoing feedback.
They do this while appreciating the discipline of financial
accounting.

The study highlights important lessons for the development
of action-to-value pathways, improving non-financial
metrics and purposefully shaping soft MCSs. All of these
imply an extended role for the management accountant,
including the archetypes of internal consultant, integrator
and business partner in co-steering the organisation. There
is recognition of the need to become more involved in
accounting for non-financial capitals, as well as the need for
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HR accountants and analysts to learn lessons from the
traditional accounting disciplines. The study focussed
on two European service industry companies. Future
research can examine peers, conducting longitudinal
research and collecting feedback from a broader range
of practitioners. Future research can also address
collaboration between the disciplines of HR and MA,
encouraging multidisciplinary research, holistic education
and bridging gaps in the science.
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Appendix 1

TABLE 1-A1: List of interviewees.

Number Acronym Gender Function Date

German IT firm

i P1 Male Vice President, New Ventures and Technologies 15 December 2020
2 P2 Male Chief Sustainability Officer 13 January 2021
3 P3 Male Head of People Insights 15 January 2021
4 P4 Male Chief Accounting Officer 05 February 2021
5 P5 Female Global Vice President, Health and Well-Being 24 March 2021

6 P6 Male Head of Group Controlling 08 June 2021
Dutch Bank

1 P7 Male Global Head of Advisory, Reporting and Engagement 10 March 2021

2 P8 Male Director of Group Sustainability 10 March 2021

3 P9 Female Director of Group Innovation (Social Innovation) 22 March 2021

4 P10 Male Director of Reporting 24 March 2021

5 P11 Male Head of Controlling (Intelligence) 26 March 2021

6 P12 Male Global Director of Human Resources 09 April 2021
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