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Abstract 

 

In the context of the globalization of the economy, the activity of a business unit is considered as a system that includes 

economic, social and environmental components. As it is known, the result of the economic activity of a business unit is 

reflected in the financial statements, while the results of the effectiveness of the social subsystem are absent in it. In this 

context, the article explores the interpretation of social capital as a derivative of human capital and its socio-economic 

characteristics; in the context of the transition to the socio-economic paradigm of financial reporting, the identification of 

certain types of social capital of a business unit, and first of all, pension provision, is investigated; it also analyzes the 

mechanism for assessing the fulfillment of the retirement plan as a type of social capital in the framework of IFRS; the 

system of accounting and financial reporting of the Republic of Moldova is characterized in the context of the transition to a 

socio-economic concept of disclosing information on the value of a business unit; a model of accounting for the fulfillment 

of a retirement plan based on payments that meets the socio-economic paradigm of financial reporting is demonstrated. 
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1. Introduction 

 

It is known that within the framework of the European community, in order to ensure sustainable economic development, a 

development strategy has been adopted, the basis of which is a socio-economic concept. In this regard, the activity of the 

business unit has become regarded as a system that includes three components (economic, social and environmental 

subsystems). The result of the economic activity of a business unit is reflected in the financial statements, while the results of 
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the effectiveness of the other two subsystems are absent, despite the fact that the fact of a significant impact on the cost of a 

business unit of a social subsystem is no longer in doubt. 

According to the modern accounting methodology, the purpose of financial reporting is to provide useful information to a 

wide range of users, especially owners who are interested in information about changes in the cost of a business unit for 

making economically feasible decisions [18]. In addition, investors and other users of financial statements always need to 

receive reliable financial information for legal protection of their interests [1]. To achieve these goals in the financial 

statements, information should be provided not only about economic resources, but also about all factors (forms of capital) that 

create business unit value. It is obvious that the social subsystem of a business unit is formed by social capital, which is 

understood as economic capital transformed in a specific institutional environment under the influence of labor relations. One 

of the manifestations of such a transformation is the guarantee of pension provision by a business unit to its social entities. 

In the context of the transition to the socio-economic concept of information disclosure, the following questions arise: Is 

there a conceptual justification for identifying pension provision and its recognition as a type of social capital in the financial 

statements of a business unit? On the basis of which method is it advisable to evaluate pension provision as a type of social 

capital of a business unit? Is there a single conceptual space for presenting information on social capital as a result of the 

participation of the business environment in ensuring sustainable development of the society in the accounting and financial 

reporting system of the Republic of Moldova? 

The answers to these questions lie in the plane of both the institutional platform for the development of the economy social 

segment and the methodology of accounting and financial reporting. The main goal of the institutional platform for the 

development of the social subsystem of the economy is to create conditions for ensuring a fair distribution of economic 

benefits between all social actors, and the effectiveness of its application is manifested in assessing the contribution of social 

capital to the growth in value of each business unit. 

Traditionally, financial statements provide information on financial capital, the result of which is reflected in the relevant 

balance sheet items of the Assets section, while information on other forms of capital is not reflected in it. The neutralization of 

this issue is possible on the basis of the financial reporting socio-economic paradigm, the occurrence of which is due to a 

gradual change in approaches to assessing the value of a business unit. 

It is recognized that the modern accounting methodology is the IFRS methodology, evolving in the context of the transition to the 

financial reporting socio-economic paradigm and adapting the theory of capital, the financial management and accounting concept. 

 

2. Literature review 

 

The works of such well-known representatives of the scientific community as: P.Bourdieu [3], R.Kaplan and D.Norton [7], 

J.Coleman [8], T.Piketty [11] are devoted to the issue of social capital recognition as a production factor. A lot of works are 

connected with the study of a social capital qualitative assessment, including: A.Balcerzak [17], A.Nepp & V.Larionova [24], 

R.Zamecnik [28], and others. The works of such scholars as N.Mislavskaya, A.Kharina [16], V.Tsurcanu [27] are aimed at 

studying the issue of assessing social through the prism of adapting the IFRS provisions. In the framework of the integrated 

reporting concept effectiveness attention is paid to the issues of quantitative assessment of social capital and reporting 

modeling in the works of A.Ageev [1], D.Pankov and A.Krupoderova [10]. 

Some discussion questions are considered in the works of other researchers. It should be noted that various issues regarding 

the quantitative assessment of social capital are discussed in the economic scientific literature, theoretical views are presented, 

methods and approaches are suggested, while the issue of its identification, recognition and cost estimation in the context of 

the transition to the socio-economic financial reporting paradigm remains open, which confirms the relevance of the topic. 

 

3. The identification of previously unresolved issues and the formulation of research hypotheses 

 

The author put forward the following hypotheses (H): 

H1: Pension provision in the context of the socio-economic paradigm of financial reporting should be interpreted as the 

social capital of the business unit; 

H2: It is expedient to evaluate the fulfillment of the pension plan as a type of social capital in the context of the basic 

concept of IFRS – the concept of fair value; 

H3: In the system of accounting and financial reporting of the Republic of Moldova, there is no single conceptual space for 

presenting information on social capital as a result of the demonstration of the business environment participation in ensuring 

sustainable development of society. 

 

4. Research methodology and methods 

 

Institutional platform for the development of the social segment of the economy of the Republic of Moldova: current 

status and prospects. It is already an undeniable fact that the socio-economic vector of public administration allows us to 

identify the economic model as knowledge-based, and the basic indicators formed in the social segment make it possible to 

characterize the level of economic development of a particular region. The Republic of Moldova is no exception. The catalyst 

for the development of the social segment of the economy was the European economic development strategy – «Europe 2020: 

A strategy for smart, sustainable and inclusive growth» (hereinafter, the «Europe 2020» strategy) in the context of 

recognizing the need of transition towards knowledge-based economy model. 



I.Golochalova / Public Policy and Accounting Vol. 1, (2020) 18–29 

20 

«Europe 2020» strategy outlined the European socio-economic concept of the 21st century and established three main 

factors for strengthening the economy (smart growth, sustainable growth, inclusive growth), within the framework of which a 

number of priority areas of a social nature have been identified (Table 1). 

Since the Republic of Moldova (RM) in 2014 became an associate member of the EU, the Government of the Republic of 

Moldova undertook a number of obligations, including the reform of social sector legislation, which is based on the concept of 

assessing the social capital quality. 

 

Table 1 

The basics of the social vector of «Europe 2020» Strategy concept 

Directions Essence 

Plan to develop new 

abilities and increase the 

number of jobs 

Labor markets modernization, providing citizens with the opportunity to obtain new 

knowledge and skills, and their employment, improving the supply-demand ratio in labor 

markets, including on the basis of labor mobility 

Directions Essence 

Industrial policy for the 

globalisation 

Providing a favorable business environment, especially for medium and small businesses, to 

support the development of a strong and sustainable industrial base for widespread globalization 

European policy against 

poverty 

Arrangement of conditions for social and territorial interaction dissemination and employment 

and poverty alleviation to achieve economic development throughout the EU 
Source: developed by the author based on [20] 

 

In order to implement these obligations in 2012 the Government adopted the National Development Strategy «Moldova 

2020» for 2012 – 2020 (hereinafter referred to as the «Moldova 2020» Strategy). The vision of the Strategy «Moldova 2020» is 

to provide a socio-economic impact on priority areas, the implementation of which helps to remove barriers that impede the 

optimal use of resources and, first of all, human resources. Following the need for European integration, in 2019 a draft law 

was suggested to approve the National Development Strategy «Moldova 2030» for the next decade (hereinafter, the 

«Moldova 2030» Strategy), which adopts the concept of the people’s quality of life in ten dimensions, according to which 

improving the quality of life is the strategic objective of the document. 

Let’s single out the main characteristic elements of each of the strategies indicated above and reveal their essence (Table 2). 

We are going to dwell in more detail on the most significant provisions outlined above for the development strategies of the 

Republic of Moldova (Table 2). In the context of the transition, indicated by the Strategy «Moldova 2020», to a model of a 

knowledge-based economy and its orientation towards the development of society, one of the priority areas is the reform of the 

pension system, which is based on the principle of justice. The draft of Strategy «Moldova 2030» establishes the priority of the 

social segment of the economy, therefore, one of its components – pension provision, the system of which is subject to 

modernization. This fact is one of the arguments in favor of the significance of the study, in which the emphasis is on the 

identification of social capital, its assessment and recognition in the financial statements. 

In the strategies for each of the priority areas, the current situation is analyzed, the most vulnerable groups of society are 

identified, a strategic vision is formulated and specific actions are provided. Thus, the Strategy «Moldova 2020» established 

the transition to a two-component pension system, which includes both the distribution (1st level) and cumulative (2nd level) 

parts. It is assumed that the pension system, which operates on the basis of the wage replacement rate, will provide citizens 

with a decent standard of living when they reach retirement age. In this regard, it is appropriate to emphasize that in the 

Republic of Moldova from 2009 to the present, the amount of social insurance contributions is 23 %, and the individual 

contributions used to determine the annual insured income are 6 %. 

 

Table 2 

General characteristics of the National Development Strategy of the Republic of Moldova 

Feature elements 
National Development Strategy: 

«Moldova 2020» «Moldova 2030» (draft) 

Innovative idea 

The transition from inertial, on the basis of 

consumption of the model in favor of a 

dynamic model, on the basis of attracting 

investment and the development of 

industries and society based on knowledge 

Homocentric vision of a model of economic growth – 

based on the life cycle of a person, his rights and 

quality of life 

Goal 

Ensuring sustainable economic development 

by ensuring an equitable distribution of the 

benefits of economic development among all 

sectors of society 

Ensuring the quality of life of people by creating the 

necessary conditions to maintain human potential 

National 

development factors 

Capital accumulation, labor and level of 

productivity 
Assessment of a person, his rights and opportunities 
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End of the table 2 

The paradigm of 

economic growth 

The development of a knowledge-based 

society, the results of which are aimed at 

improving effectiveness and competitiveness 

Achieving the quality of life by evaluating a person 

who is the country's main wealth 

Key areas, 

including: 

1. Education; 

2. Access to finance; 

3. Business environment; 

4. Pension system 

1. Sustainable and inclusive economy; 

2. Reliable human and social capital; 

3. Respectable and effective institutions; 

4. Healthy environment 

Feature elements 
National Development Strategy: 

«Moldova 2020» «Moldova 2030» (draft) 

Priority directions 

Only 7, including: 

▪  development of human capital 

through bringing the education system in 

line with labor market requirements; 

▪ ensuring the financial stability of 

the pension system 

Only 10, including: 

▪  guaranteeing the quality of education for 

all; 

▪  ensuring the fundamental right to health; 

▪  reliable and inclusive social protection 

system 

Strategic vision of a 

key area 

A fair and sustainable pension system that 

provides a decent standard of living after 

retirement for all categories of citizens, 

women and men, is necessary to achieve 

social cohesion 

Development of a reliable and inclusive social 

protection system for a sustainable and socially 

responsible system that adequately supports the 

population in overcoming the risk situation and is 

adapted to various crises and risks at both the micro 

and macro levels 

Priority actions 

In terms of reforming the pension system: 

▪ modernization of the existing 

distribution pension system based on the 

principle of solidarity (1st level); 

▪ consideration of the possibility of 

introducing a funded pension system (2nd 

level) 

In terms of modernization of social welfare provision 

system: 

▪  reforming the pension system by 

developing a functional and sustainable three-tier 

system; 

▪  ensuring the regulatory and fiscal 

framework for the functioning of all levels of the 

pension system; 

▪  monitoring the effectiveness of the social 

welfare provision system in order to stimulate 

contributions 

Expected effect in: 

▪ contributing to poverty reduction; 

▪  overall positive consequences for 

the national economy, due to the reduction 

of the phenomena of the shadow economy 

▪  stimulation of the investment process; 

▪  increasing the financial stability of the 

pension system; 

▪  compliance with the principles of an 

effective state social insurance system and the 

requirements of international standards 
Source: developed by the author on the basis of [21], [13] 

 

A number of issues that pension system reform faced include: 

▪  unequal distribution of financial resources (in violation of the basic principles of the pension system – equality and 

participation); 

▪  lack of obligatory and additional private pension funds (the legislative base of non-state pension funds is not 

developed as the third component of pension provision, lack of motivation for employers and individuals participating in these 

funds) [21]. 

As it is known, the effectiveness of reforms is not so much in the directivity of its directions as in the effectiveness of their 

adaptation in practice and the results obtained, therefore, the following table will present the indicators characterizing the 

results of the pension reform in the Republic of Moldova (Table 3). 

The Strategy «Moldova 2020» emphasized that the low replacement rate (in 2011 – 28.1 %, while the European Social 

Security Code recommended 40 %) was caused by the non-actualization of past income (its funded part) in determining the 

initial pension, which is an unprecedented fact and does not meet both international practice and the requirement of the 

principle of a joint system [21]. However, according to the results of the first stage of the reform of the pension system 

(2012‒2019), the replacement rate remains low (varies within 25 %) and does not meet European standards. 
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Table 3 

Indicators characterizing the effectiveness of pension reform in the Republic of Moldova 

Period 

Pension expenses in the total share of the social 

envelope Replacement 

rate, % 

Social Security Expenditures in GDP 

in % 
Pension expenses,  

euro 2 

Social envelope, 

euro 
in % GDP, euro 

2011 67.8 325 215.20 474 340.54 28.2 8.8 5 452 820.17 

2016 59.1 423 595.56 719 514.20 26.1 8.5 8 352 130.20 

2017 55.3 474 113.60 858 097.18 24.9 9.9 8 592 307.69 

2018 56.8 571 072.68 1 005 582.21 23.8 10.7 9 344 262.30 

2019 63.6 701 536.51 1 104 504.20 25.9 11.5 9 545 618.50 
Source: developed by the author on the basis of [25] 

 

The well-known scientist T.Piketty (2016), considering the transition from the distribution form of the pension system to 

the funded one, notes that there is an opinion that, in conditions when the return on capital is higher than economic growth and 

there is economic benefit from capitalized pension contributions, the funded system is more preferable and distribution pension 

systems need to be replaced as soon as possible [11]. However, from his point of view, the distribution system provides a 

reliable level of pensions and will remain an effective part of the pension system of the future, and its funded part should be 

adapted by each business unit (business environment) depending on individual situations that are diverse and related to the 

characteristics of a professional activities [11]. In this context, it follows that the effectiveness of the funded system appears 

when the employer creates a special pension fund separate from the employer. 

The following table presents the current state of pension provision within the social segment of the Republic of Moldova, 

using for this purpose information from the National Bureau of Statistics (NBS), as well as other official publications (Table 4). 

According to the table, the increase in pension payments on average is 12 %, part of which is due to the annual level, varying 

from 7.5 % to 6.3 % in the periods under review. Based on the data presented in Tables 3 and 4, today the RM pension system is 

difficult to characterize as financially effective in the long term, although it has adapted modern methods of calculating benefits. 
 

Table 4 

Information on pension recipients and their payments in the Republic of Moldova 

Types of 

Pensions 

As of October 1, 2017 As of October 1, 2018 As of October 1, 2019 
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Pensions total, 

including: 
7182852 73.28 52 635.92 708761 85.57 60 654.28 700887 97.93 68 642.37 

by age 536513 69.82 37 462.76 530895 81.49 43 265.77 527710 94.79 50 022.27 

by limited 

opportunities 
129654 55.02 7 133.92 125524 63.77 8 004.47 123448 73.97 9 132.32 

by length of 

service 
67 38.68 2.59 62 42.86 2.657 59 50.15 2.959 

certain 

categories of 

civil aviation 

workers 

611 362.36 221.403 571 420.50 240.057 549 447.6 243.733 

participants of 

liquidation of 

consequences 

of the 

Chernobyl 

accident 

1817 148.85 270.461 1758 167.54 294.537 1721 195.1 335.722 

early 

retirement 

pension 

6020 133.55 803.98 7721 152.23 1 175.38 6257 161.8 1 013.36 

other 

categories 
43 603 154.13 6 670.80 42230 181.70 7 671.41 41143 191.8/ 7 892.0 

Source: developed by the author on the basis of [25] 

                                                 
2 When recounting information data, the author used the official exchange rate as of December 31 of the corresponding reporting period, presented on the 
official website.  
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This conclusion is generally consistent with the opinion of T.Piketty (2016) as when reforms do not take into account the 

diversity of professional activities, pension systems become extremely complex, have dozens of regimes, use different rules, 

which inevitably leads to underestimation of the resources allocated to finance pension systems [11]. 

The draft of «Moldova 2030» Strategy declares that the state social security system is an integral part of the social 

protection system, the main purpose of which is to guarantee the insured person’s income by providing cash benefits to insured 

persons who cannot receive income in the form of wages in case of certain risks. 

The social security system is subject to modernization (Table 2), in part of which priority actions are aimed at: 

▪  strengthening the 1st level as the main prerequisite for the development of the 2nd and 3rd levels of pension 

provision on the basis of observing the principle of justice; 

▪  the formation of the mandatory public (distribution) component of pension provision based on the principles of 

contributions; 

▪  determination of the mandatory cumulative (funded) component of the pension formed in the state or private 

insurance system (2nd level), which ensures the perfect ratio of pension to the amount of social insurance contributions; 

▪  the establishment of an optional (distributive) component of the pension formed in the private social insurance system 

(3rd level), which enables everyone to make an additional contribution to ensure an increase in the size of pensions. 

The developers of the «Moldova 2030» Strategy believe that the application of the indicated model of pension provision 

will contribute to the revitalization of the investment process by accumulating social insurance contributions that will be 

accumulated in pension funds and not immediately used to pay off pension obligations. 

Since the core of the institutional platform is legislation, it is expedient to identify the legislative acts of the Republic of 

Moldova governing the functioning of the pension system as part of the social insurance system and to reveal their most 

significant provisions. In this context, in order to classify the social security approach adopted in the Republic of Moldova as 

one of the two indicated models, this is a necessary condition for putting forward the author's research hypothesis. 

Analysis of the legislative framework of the pension system of the Republic of Moldova: realities and prospects. The 

national legal framework of the current pension system in the republic is represented by special legislative acts, to which, in 

order to fulfill the obligations under the EU-RM Association Agreement, a number of changes and additions are made: Law 

No. 156 of October 14, 1998 «On the State Pension System» (with the latest amendments that entered into force on January 

01, 2019) (hereinafter, Law No. 156); Law No. 489 of July 08, 1999 «On the State Social Insurance System» (with the latest 

amendments that entered into force on January 01, 2019) (hereinafter, Law No. 489). The Law on the State Social Insurance 

Budget is developed annually. 

To implement the concept of developing a non-banking financial market for 2018–2022, the National Commission for 

Financial Markets developed a draft Law on Optional Pension Insurance Funds – «On Optional Pension Funds», which is 

submitted for approval to the Parliament of the Republic of Moldova and is the result of the transposition of Directive 2011/61 

of June 08, 2011 and amendments to Directives 2003/41 and 2009/65, Regulation (EC) No 1060/2009 and Regulation (EU) No 

1095/2010, as well as EU Regulations governing various types of collective investment organizations [12]. 

Here is a general description of the legislative acts regulating the legal basis for the effectiveness of the pension system of 

the Republic of Moldova (Table 5). 

As it is known, the execution of legally fixed contracts, which include the insurance contract, is reflected in the financial 

statements. The accounting procedure and the preparation of financial statements are regulated by the new law – Law No. 287 of 

December 15, 2017 «On Accounting and Financial Reporting» (hereinafter, Law No. 287), which entered into force on January 

01, 2019 and was developed in accordance with action plan for the implementation of the EU-RM Association Agreement. 

Articles 6 and 20 of the mentioned law in order to recognize financial statements as clear, giving an accurate idea of the 

financial situation, the reporting organization is required to comply with: fundamental assumptions, accounting principles and 

requirements for the quality of the presentation of information (qualitative characteristics) [22]. Also, Law No. 287 regulates 

the organization of accounting, the composition of individual and consolidated statements, the contents of the explanatory note 

and management report, the procedure for submission and publication [22]. 

 

Table 5 

General characteristics of the basic provisions of legislative acts regarding pension provision 

Law Aim Article Summary 
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1 

It establishes the legal framework for the functioning of the state pension system, as well 

as its interaction with the state social insurance system as a whole and other mechanisms 

of social protection of the population 

8 (1¹) 

It gives concepts, including: valorization – indexation of the average monthly insured 

income received from January 1, 1999, which is carried out taking into account the 

coefficient of growth of the average wage in the economy during insurance periods up to 

the year preceding the appointment 

6, 8, 13, 

42, 49, 

It determines the calculation mechanism: length of service, average monthly insured 

income, indexation coefficient, expenses on paying pensions, valorized average monthly 

insured income, old-age pension 
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End of the table 5 

Article Summary 

1¹, 4, 5, 

8, 9,  

14–27, 

30–40 

It establishes the functioning of the pension system: 

▪ organized and operating on the principles of the state system of social insurance 

stipulated by the legislative framework of the Republic of Moldova; 

▪ whose source of effectiveness is funds of the pension fund, formed from contributions 

from the state social insurance, transfers from the state budget and other funds; 

▪ stipulating the identification of pensions by their types and rights to them; 

▪ which is based on determining the size of the pension based on the average monthly 

insured income; 

▪ stipulating the indexation of pensions in the part of the state social insurance budget funds; 

▪ including guaranteeing and implementing the procedure for assigning and paying pensions 
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2 Establishes the legal framework for the implementation of the right to social insurance. 

1 

Provides a definition of concepts, including: 

▪ social insurance – a social security system that ensures the provision of pensions and a 

number of benefits to the insured by the legislation; 

▪ insured person – an able-bodied individual, subject to compulsory state social insurance 

in order to obtain rights that prevent, limit or eliminate social risks; 

▪ state social insurance budget – a set of incomes, expenses and sources of financing 

intended for the implementation of the functions of the state insurance system and its 

management; 

▪ reserve fund of the state social insurance budget – a fund of cash funds intended to pay 

social insurance benefits in justified cases and to cover other expenses of the state social 

insurance system provided for by the annual law on the social insurance budget; 

▪ insurance contract – a mutually binding bilateral agreement between a legal entity or an 

individual using paid work, on the one hand, and a territorial body of the National Fund, 

on the other hand, defining the rights and obligations of the parties in the field of social 

insurance 

36 Determines the calculation mechanism: the length of service of social insurance 

3, 4, 5, 7, 

10–16, 

17, 22, 

36 

Establishes the procedure of the social insurance system functioning: 

▪ acting on the basis of principles, including the social solidarity of generations, 

commitment, participation, distribution and independence; 

▪ aimed at identification of: persons subject to compulsory social insurance, social 

insurance benefits, including pensions; 

▪ the source of effectiveness of which is the funds of the state social insurance budget, 

formed at the expense of contributions of payers; 

▪ based on the determination of the size of social and individual contributions of social 

insurance, based on the monthly insured income, 

▪ taking into account the length of service calculated in the years for which contributions 

were paid 
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It regulates legal relations in the system of optional pensions (3rd level), which does not 

limit the participation of social entities and is created on the basis of voluntary 

contributions of employees and / or employers 

It envisages the following functioning scheme of the optional fund: 

▪ voluntary participation of the employee, in which the amount of contributions made is 

established upon conclusion of a separate act of joining the fund; 

▪ the employer will offer his employees an optional pension plan and will pay 

contributions that can be divided between the employee and the employer in accordance 

with the provisions of the collective labor contract; 

▪ the fund becomes an effective tool for motivating employees and managing human 

resources 

It defines the administration model for asset management of optional pension funds that 

can be implemented by: 

▪ a pension company (JSC established solely for the purpose of creating and managing an 

optional pension fund); 

▪ a regulated institution from the financial sector; 

▪ branches of legal entities authorized to conduct such activities in other states established 

in the Republic of Moldova under the conditions of obtaining a license in accordance with 

the provisions of the legislation of the Republic of Moldova 
Source: developed by the author on the basis of [5], [6], [12]. 
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International experience for the sustainable development of the economy has developed several models for supporting its 

social segment, of which Ageev et al. (2017) put forward the Anglo-Saxon and European models as the most effective. 

The Anglo-Saxon model is based on the responsibility of the business environment to society and is limited to creating jobs, 

ensuring their efficient use through wages, creating working conditions and paying taxes, and uses the institution of corporate 

funds to participate in social support of the company, with the European model social support of society is provided by the 

state through the implementation of socially significant programs and projects, and the business environment and other 

subjects of taxation pay relatively large taxes [1]. The difference between these two models is due to the degree of state 

participation in social support of society. 

Based on the mentioned above, the conclusion is as follows: in the Republic of Moldova, a single-level pension system is 

currently operating on the basis of the state pension fund, which, although it gravitates to the European model of supporting the 

social segment, however, for a number of reasons it does not have the ability to adapt all the tools of this model. 

This trend is fully consistent with the orientation of the RM accounting system to the continental (European) model, 

according to which the financial statements are prepared on the basis of a legal approach in accordance with the concept of 

“directivity and clarity”, which is stated in Law No. 287, despite the fact that the basic principle of preparation reporting is the 

substance over form principle [22, Art. 6], and the purpose of financial reports is to provide useful information necessary for 

making economic decisions by a wide range of users [23, Art. 6]. As it is known, under the Anglo-Saxon model of an 

accounting system, financial statements are prepared in accordance with the economic approach, based on the concept of 

«truthful and fair presentation», hence here is the the substance over form principle. The author considers it appropriate to note 

that a feature of the national accounting and reporting system of the Republic of Moldova is not so much its directivity as 

inconsistency. 

 

5. Main results 

 

As it is already known, in the framework of the European community, in order to ensure sustainable economic 

development, a development strategy has been adopted, the basis of which is a socio-economic concept. The catalyst for this 

concept is human capital, the effective use of which ensures high competitiveness and a leading position in the current 

economic market both at the micro and macro levels. In this regard, the activity of the business unit has become regarded as a 

system that includes three components (economic, social and environmental subsystems). The result of the economic activity 

of the business unit is reflected, while the results of the effectiveness of its two other subsystems are absent in the financial 

statements, despite the fact that the fact that the social subsystem affects the value of the business unit is no longer in doubt. To 

neutralize the problem of disclosing information about the factors that create the value of a business unit, it is necessary to 

clearly identify them as a separate form of capital and develop a model for its accounting. 

At present, the issue of assessing the human factor is widely studied, and in a number of works it has already been proved 

that its influence on the total value of a business can be valued. As a result, from the perspective of a modern accounting 

methodology oriented towards the socio-economic paradigm of financial reporting, it should be reflected in the financial 

statements: on the one hand, in the «Assets» section, on the other hand, in the «Liabilities» section, but as what element, 

capital or liability? To answer this question the disclosure of the essence of capital and the identification of the object of 

observation as such will help. In this context, one cannot disagree with the opinion of A.Bodyako (2017) that the classical 

interpretation of capital has not undergone significant changes and consists in its understanding as a combination of goods and 

property of the owner, which brings economic benefits and ultimately allows them to receive additional income [2]. As you 

know, capital is characterized from two sides: by the composition of various objects of value and by sources (advanced capital 

and income from it). In this regard, the following question arises: in what form should the effect of the human factor be 

represented? 

The issue of identifying new forms of capital due to the use of human resources is not new, and for each of them, there is a 

concept with its own history of development and formation. Human resources are a combination of various human qualities 

that determine its α- and β-activity, used by the business environment. It is believed that it is human β-activity, as an 

intellectual and creative activity, that contributes to the creation of competitive advantages and, as a result, capital growth, and 

there is a need to identify this production factor as a structural component of capital. 

Under these conditions, many new concepts have emerged both in the field of the economic theory of capital as well as 

management aimed at solving this issue. 

We emphasize that the conceptual aspects of the interpretation of the forms of capital generated by the manifestation of β-

activity of a person, such as intellectual, human, organizational through the prism of the concepts of organization and resource 

management are described in detail in [27]. Therefore, in the framework of this study, we dwell only on the key points in 

identifying forms of capital. 

Famous economists L.Edvinsson and M.Malone (1997) believe that human β-activity contributes to the formation of 

intellectual capital and outline in its structure human capital (knowledge, skills, abilities, moral values, work culture) and 

structural capital (technologies and software) [19]. 

The key role is given to new forms of capital in resource theory (English version, resource-based view – RBV), the concept 

of managing a business unit to achieve competitive advantages. According to this concept, resources are understood as factors 

of the production process as the capital of a business unit, and ability is a group of resources used to carry out a specific task or 

activity. In this regard, according to one of the ideologists of resource theory, R.Grant (2003), along with traditional factors of 

production, it is necessary to single out human, reputational, and organizational factors [4]. At the same time, human capital is 
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understood as a combination of innate abilities, acquired knowledge, skills and motivations, the effective use of which helps to 

increase incomes and other benefits and which is characterized by a socio-economic form. Organizational capital is a 

technology, procedures, management system, communication culture, software, communication structure, consumer capital is 

a system of stable ties and relations with customers and consumers, and, therefore, both of these forms of capital are derived 

from human capital because they represent the ability to apply it effectively. 

Today, the study of the essence of capital by T.Piketty (2016) has received worldwide recognition. From his point of view, 

the process of economic growth is characterized by the fact that the importance of skills, abilities, more broadly – human labor, 

and gradually increases in the production process [11]. It seems natural that technology was gradually transformed in such a 

way that the human factor in the 21st century began to play a larger role than before: its share in the aggregate factors of 

production increased as a result of its increasing importance in the production process. It follows from this that an increase in 

the share of human capital reduces the share of production and financial capital, and, as a result, changes the structure of 

owners' capital under the influence of various forms, the emergence of which, according to T.Piketty, is caused by «a change in 

the negotiating position of labor (the human factor) and financial capital» [11]. 

In the context of these theories, such a form of capital as social capital has been singled out. We will reveal its essence and 

interpretation. The founder of the theory of social capital P. Bourdieu (1983), identifying capital depending on the area of its 

functioning, highlighted its three forms: economic, cultural, social. Economic capital is directly converted into money and 

institutionalized as a right of ownership of a particular property, cultural and social capitals are converted into economic capital 

only under certain conditions and institutionalized as a right to receive income (remuneration) from qualifications or specific 

titles [3]. According to this concept, social capital: 

▪ is a set of real or potential resources that arise in an individual or group in connection with institutionalized relations; 

▪ depends on both the size of the bonds and the amount of capital that each individual or group has; 

▪ although it is used both for individual, group or collective purposes, it cannot be measured on an individual level; 

▪ provides an opportunity for network members to receive economic benefits (material and symbolic rewards) that are 

formed and maintained for a long time; 

▪ requires investment strategies to neutralize the inequality of remuneration for equivalently invested capital (economic 

and cultural) according to the degree of mobilization of the group [3]. 

Another contemporary researcher of the essence of social capital, J.Coleman (2001), expanded its interpretation according 

to which social capital is total resources that simultaneously contribute to the development of human capital and are a by-

product of human activity [8]. In other words, social capital facilitates production activities, despite the fact that it is practically 

intangible, since it appears only in relationships with a high degree of trust between social actors. 

Another interpretation of social capital is normative and value one suggested by Fr.Fukuyama (2003). According to this 

scientist, social capital is a combination of social norms, values, social exchanges that make up the institutional environment, 

and, therefore, it is a public good that assumes a basic level of trust reflected in a social contract [15]. In the framework of this 

interpretation, social capital is produced and saved by social institutions and, above all, by the state. 

As part of the disclosure of the evolution of the concepts of social capital, A.Svenitsky & L.Pochebut (2009) conclude that social 

capital is a resource that can be converted into human capital, financial capital, intellectual, investing in it both own investments, and 

investments of partners, but with respect to which reliable and tested measurement methods have not yet been developed [14]. 

Exploring the issue of the essence of capital in the 21st century, T.Piketty noted the fact that a high share of owners' capital 

is due to the transition of civilization to an economic model based on human capital and personal virtues, and this requires a 

change in the structure of capital, primarily through recognition of human and social capital [11]. In his opinion, social capital, 

which brings together social entities that are similar in some aspect, like other forms of capital, brings dividends, but only if it 

is actively used at the macro level, micro level and through exchange. 

This approach is consistent with the concept of integrated reporting, embodied in the International Standard «Integrated 

Reporting». The basic idea of the standard is as follows: the amount of capital is not static over time, one type of capital is 

converted to another and a constant cycle occurs between them (some types decrease and others increase) [9, p. 2.12]. 

To disclose information on the creation of the value of a business unit, data on resources as well as on established business 

relationships called capitals, which are divided into financial, industrial, intellectual, human, social and reputational, natural 

[9, p. 2.3], is required. According to the specified standard, social and reputational capital includes: general norms and values, 

behavioral patterns, relationships / connections, trust and willingness to cooperate, social licenses for the work of a business 

unit, goodwill [9, clause 2.15]. 

Based on the analysis of existing interpretations, it seems logical to conclude that social capital is a derivative of human 

capital and has similar socio-economic characteristics: it is peculiar to a certain group of individuals (ties), is formed by the 

institutional environment, is converted into financial capital, brings dividends in the future, changes its value in time, requires 

investment support, affects the total value of a business unit. 

In the context of the socio-economic paradigm of financial reporting, the key role is given to new forms of capital – human, 

social and organizational (hereinafter, the HSO), since they have a significant impact on the total value of the business. 

However, to determine and disclose this effect in the financial statements in the context of each form of capital, it is necessary 

to develop a conceptual position regarding their assessment. 

Conceptually rethinking of the estimation of the HSO capitals is indicated in the work of R.Kaplan and D.Norton (2003): 

traditional financial statements are inadequate to the requirements of the innovative vector of the economy, since the HSO 

capitals are not reflected in it, although the result of their impact on business value is much more significant than physical 

capital [7]. R.Kaplan and D.Norton see the neutralization of this problem in the use of the concept of fair value measurements. 
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In relation to the problem of assessing HSO capitals, it is appropriate to single out the work of R.Zamecnik (2016), in 

which the complex of methods for assessing human resources is considered. In the framework of the study, R.Zamecnik noted 

that in most cases the procedure for assessing human resources is based on quantitative indicators. 

He sees one of the main problems in the assessment and accounting of human resources in the difficulty of measuring their 

qualitative parameters, which form the basis of the income approach of assessment. One cannot disagree with his other opinion 

that for the effectiveness of the assessment of human resources, clear recommendations for application are required, since each 

of the existing methods has its advantages and disadvantages, and distorted evaluation results can lead to dehumanization of 

the business unit [28]. Researcher A.Balcerzak (2016) adheres to a similar view, according to which a multi-criteria analysis of 

human resources is necessary, and their assessment should be based on qualitative parameters, without which it is impossible 

to create competitive advantages and create a high business value in the knowledge-based economy [17]. 

We should separately dwell on the work of A.Nepp & V.Larionova (2018), in which it was established that the basic 

parameters of the pension savings system include investment parameters – the rate of return on investment, return on investment 

of pension savings [24]. The results of this study confirm the need for an income-based approach to assessing social capital. 

An analysis of the specialized literature indicates a steadily growing attention to the issue of valuation of HSO capitals. 

However, it is appropriate to emphasize that in relation to the assessment of social capital, attention is mainly focused on its 

assessment at the macro level, and only occasionally at the micro level. 

From the point of view of applied nature, the work of A.Kharin (2017) deserves attention, in which the author, studying 

approaches to assessing social capital, concludes that the development of a universal approach is difficult due to the 

abstractness and lack of unity of methods for its assessment. However, in his opinion, which one cannot disagree with, when 

identifying a specific form of social capital, uncertainty can be avoided and, based on the income approach, one can choose a 

method for its best assessment. An analysis of the applicability of valuation methods is based on the provisions of IFRS [16]. 

Hypothesis H1 is argued by the above mentioned author: Pension provision in the context of the socio-economic paradigm 

of financial reporting should be interpreted as the social capital of a business unit, which must be evaluated and recognized as 

elements of financial reporting: on the one hand, as an asset, on the other, as capital. The influence of recognition of pension 

provision as a type of social capital on the balance sheet content is presented in Fig. 1. 

 

 
Source: developed by the author 
 

Fig. 1. The effect of social capital recognition on the balance sheet 

 

In this context, it is appropriate to note that this position is fully consistent with T.Piketty's opinion: each participant in a 

particular pension system should think over decisions in the field of savings and property accumulation, since a pension is the 

property of those who do not have property (capital) [11]. 

The listed works undoubtedly make a significant contribution to solving the issue of assessing social capital, but they did 

not address such issues as the valuation mechanism, accounting models, and the format of information in the context of the 

socio-economic paradigm of financial reporting. 

In this regard, the work of D.Pankov and A.Krupoderova (2014) should be noted. The authors developed a methodology for 

assessing the social factor in order to establish the total value of human capital, suggested an accounting procedure and 

developed a balance model [10]. However, this is a methodology for the quantitative assessment of HSO capitals and is 

focused on the integrated reporting concept. 

According to the author, the concept of measurement that meets financial reporting socio-economic paradigm is the concept of 

fair value measurement – the basic idea of the IFRS methodology. Within the framework of this concept, depending on the form of 

capital, one or another valuation method foreseen by the basic standard is used. Since the object of this study is pension provision, 

identified as the social capital of a business unit, we will reveal the procedure for its assessment based on the provisions of IFRS. 

It is known that at the international level, the procedure for assessing and recognizing pensions in the context of the 

fulfillment of their plans is governed by IAS 19 «Employee Benefits», which distinguishes two types of pension plans: with 

defined contributions and with defined benefits. As a rule, accounting for defined contribution pension plans that assume that a 

business unit makes fixed contributions to a separate fund and will not have any legal or imputed obligations to pay additional 

contributions is not difficult. Typically, government pension plans are of this kind. 
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Since the condition of defined benefit pension plans is the obligation of the company to provide remuneration of the agreed 

size for existing and former employees, which takes into account all the financial risks arising from the economic situation in 

the current market, a special assessment mechanism is required for their fulfillment. Let’s briefly dwell on it. 

According to IAS 19, defined benefit plans envisage setting up special organization or fund separate from the business unit 

where it transfers contributions and where payments are made to pay off debts to employees. The purpose of the fund is to 

effectively use the funds received by investing them in securities – stocks and bonds (financial instruments). 

Fulfillment of the defined benefit pension plan requires, on the one hand, recognition of these investments, which are 

treated by IAS 19 as plan assets, and on the other, obligations to employees. Since investing is characterized by a long-term 

nature and an element of estimated uncertainty, the cost of investment varies over time. According to the designated standard, 

plan assets should be measured at fair value at the reporting date, and liabilities on a discounted basis, which should reflect an 

estimate of expected future salaries and the results of traditional employer practices. 

It should be noted that the assessment and recognition mechanism of pension plans with defined payments in accordance 

with IAS 19 is described in detail in [26]. 

By above mentioned, the author argues hypothesis H2: the assessment of the pension plan fulfillment as a type of social 

capital should be carried out in accordance with the provisions of IAS 19, which meet the fair value concept. 

In accordance with the argumentation of hypotheses H1 and H2, the author believes that the fund, which is formed by 

making contributions by social entities, is inherently the social capital of a business unit, designed to confirm the right 

(guarantee) to a share in the business value of social entities (the owner) and bring them additional income (dividends). Based 

on this, the pension plan, as a result of the pension agreement fulfillment between the social entity and the business unit, 

should be represented by two balance sheet items: plan assets and the social capital of the pension provision. 

The author’s opinion is also consistent with the provisions of IAS 19, which interpret the increase (revaluation) of the net 

value of the pension plan assets with defined payments as other comprehensive income and require its reflection in the 

reporting under one of the articles in the Capital section. The suggested accounting model for the payment-based retirement 

plan fulfillment that meets financial reporting socio-economic paradigm is presented in Table 6. 

 

Table 6 

Accounting model for the fulfillment of the retirement plan 

n/n Contents of transaction 
Corresponding accounts 

Dt Ct 

1 Pension contributions made Cash Funds Social capital 

2 Pension plan assets recognized Pension Plan Assets Cash Funds 

3 Pension benefits accrued Social capital Pension Obligations 

4 
Valuation of plan assets at the 

reporting date 
Plan assets 

Retained earnings for the 

reporting period 

5 Pension payments made Pension Obligations Plan assets 
Source: developed by the author 

 

As it has been already indicated, a single-level pension system based on the state pension fund is currently operating in 

Moldova, and the creation of a combined pension system is envisaged in the near future. It is known that the national system of 

accounting and financial reporting is characterized by directivity, as evidenced by the approval of the forms of financial 

statements. Moreover, Law No. 287 stipulates the use of a legal approach in the preparation of financial statements, and, as a 

result, the application of the concept of fair value measurements, in addition, as well as the transition to financial reporting 

socio-economic paradigm, is not yet provided for. 

The above gives reason to believe that in the national system of accounting and financial reporting of the Republic of 

Moldova there is no single conceptual space for presenting information on social capital as a result of the demonstration of the 

business environment participation in ensuring sustainable development of society. 

 

6. Concluding remarks 

 

Based on the results of the study, the following conclusions are drawn in this work: social capital is a derivative of human 

capital and has similar socio-economic characteristics, including those: is formed by the institutional environment, is converted 

into financial capital, brings dividends in the future, changes its value over time; in the context of the transition to financial 

reporting socio-economic paradigm the retirement plan should be interpreted as the social capital of the business unit, the 

performance results are identified as elements of the financial statements: on the one hand, an asset, on the other, capital; it is 

expedient to evaluate the fulfillment of the retirement plan as a type of social capital in accordance with the provisions of IAS 

19, which meet the concept of fair value; in the system of accounting and financial reporting of the Republic of Moldova in the 

context of the transition to the socio-economic concept of information disclosure, there is no conceptual space in terms of 

obtaining reliable information about the contribution of social capital to the total value of a business unit. 

As part of the study, the author suggested a model of accounting for the fulfillment of a payment-based retirement plan that 

meets financial reporting socio-economic paradigm. 
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