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Abstract:

The area of human resource accounting (HRA) is thoroughly reviewed in thiS research
including its essential concepts, various measuring lecknigues, and practical ‘-"'.:’ﬁfiar::'.«:-r_ia:f
organizations seeking to evaluate and successfully manage their human capital, HRA s 4 C".sd;—f;,?
The evolution of HRA. its place in corporate decision-making, and the challenges imon e_f“'
implementing HRA into practice are all topics covered in this paper. In this paper, the ;&e,.‘_,,‘__:
research in human resources accounting are reviewed, along with its meaning ard various &m
resources accounting technigues.

.

Keyword: Human capital, Human resource accounting
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1. Introduction '
Effectiveness, HR capital, decision-making, financial repo, human resource accounting (HRA), &
human resource management (HRM). The process of locating, evaluating, and disseminating &
regarding human resources is known as human resource accounting (HRA). The main advantagss o
this type of accounting are that it fosters the development of efficient managerial decision-maios
quality of manzgement, which stops the misuse of human resources and boosts the output of hums
resources, raises spirits, job happiness, performance reviews, motivation, and creativity, among o
things. The effectiveness of people is essential to every organization's development and growth. H?
behavior traits such as group loyalty, skill, motivation, quality, and ability for efficient interactiss
cooperation, communication, and decision-making serve as indicators of the original health of &
organization. The resources needed by an organization include people, things, tools, cash, and methos
These resources can be roughly divided into two categories, such as physical and human resouns
Men are regarded as animate resources, sometimes known as the human resources. Others are seca®
inanimate or physical resources; these include things like materials, machinery, money, and P‘wm
A new accounting concept is human resource accounting (HRA). As it does not produce m‘)’Pby’d
assets, it adheres to the conventional principle that all expenses incurred for the devt:]OP'"“’“‘,""r h‘:
capital are charged to the period's revenue. However, the modern position is that costs an &
any asset, such as human resources, must be capitalized because they offer advantages M o
quantified in monetary terms. Measuring the cost and value of employees to furms 1S yalues
expenditures associated with hiring, training, and developing workers, as well as thei{ ums®
are crucial for human resource accounting. All organizational operations are carried out b’w
resources, so valuing these resources is crucial. Financial statements should be used t:ﬁngist
investors, management, and other parties of the valuation. In essence, human resource accouw me
information system that informs management of changes in the company’s human resot 19905'ﬁ
Industries began to appreciate the worth and significance of human resources in the early ar
like an organization's physical assets and investments, skilled and specialized human £ M ;
essential. In order to increase the effectiveness of the organization they are in charge ommiﬂﬁ’
e b;fl:

spend a lot of money on training and educating their workers and employees. However;;sw

has actually used the human resources accounting system that should be used f?r pf ¢ huma?

resources information. An alternative to the conventional approaches to accounting oofthc worl =

has been put out in this study. To provide management with an accurate assesSIMCDs ,.
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e to the organization, the idea of human resource accounting was created. The HRA is bein
| o ofler & system whose objectives are to characterize the organization's current human rcs‘ourc%:
and 0 predict its future human resource value. Five examples are given to show ho.w the
ology of HRA can be used. Each example deals with o fundamental management concept, such as
o on investment (ROT) from human resources as program justification, evaluation of pr‘omolion
oics, estimation of personnel costs related to organizational reorganization, and evaluation of
ling and assignment procedures. However. the balance sheet has not yet given Human Resources
eredit, 1t is not being properly recorded in books of accounts by businesses. Despite the fact that
 balance sheet does not refleet the worth of human resourees, the auditor attests in the report that it

qrately depicts the state of the company.

ble to create a good model

in this area has been slow, and researchers have been una
duction of Human Capital,

pace of study
ficant restrictions or to pinpoint two effects on the pro

tis free from signi
ich is the foundation of accounting.

The Concept of Human Resource Accounting
e goal of the accounting technique known as human resource accounting (HRA) is to identify and
y's entire value and

antify the value of human resources inside a business. It recognizes that a compan

cess arc influenced by its human capital, which includes the abilitics, skills, and knowledge of its
srkforce. HRA acknowledges the importance of human resources as a crucial resource for fostering
uccess in the context of business. In order to increase business performance and
adequately accounting for and managing human capital.
is thought to be the infant of production. Production can be defined as the process of making physical
mmodities or offering services to meet the needs of people. Land, labor, capital, and entrepreneurs
the main production variables. While labor and entrepreneurs are not given much attention and so
erely serve as a charge to the organization's profit and loss account, every organization reports on and
Judes land and capital in its financial records. The organizations' human resources are the two
tors—labor and entrepreneurship. The accounting literature has recently seen a rush of interest in the

aluation of human resources, which seems undesirable.

reprencurial
mpetitiveness, it emphasizes the necessity of

he American Accounting Association (1973) defined HRA as the process of identifying, measuring
d communicating information about human resources in order to facilitate effective management
ithin an organization. This definition considers HRA as the process involving recognition and the
antification of human resources for the purpose of assisting the effective management of an
sanization. The definition is somehow crude as it is not specific as to what constitutes the human

esources expenditure and how it is to be recognized.

IRA views the organization's human resources as comparable to its other asseis. To become
oductive, they need to be invested in over time. This investment pertains to the hiring, training, and

development expenditures, which are capitalized and amortized throughout the human resource's
: ble decline. which describes HRA as a

obable useful life, accounting for attrition and inevita esct RA as
procedure that requires calculating how much it costs businesses and other orgam?atmn's to .tmd, hire,
This provides insight into the cost of investing in people.

rain, and develop their human resources. : -

Resources must be acknowledged for valuing and reporting them. This is the det}mtlon that the
valuation of a person's economic contribution to an organization. For many ki pr
fESource accounting consists, at best, of valuing cach employec on the basis of recruiting, training, ancfl‘
fevelopment expenses while paying some attention 10 depreciation and expected Iepgth o
Employment. The asset value of labor and the quantity of assct production that can = ”Slgnedt,:':
gersonnel activities are both systematically measured by HRA. Comdusiri acmo"nggzsntage
i:lilc]fi]al implications of human resources while also taking into account mcfe:tzggr‘t:l(l;t and value
. to them. We define the concept as the measurement proqess that accounts (()1 s et raiig the

€mployees as an intangible asset in an organization's financial state =

ments in OF
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true value of the business and help the various users of the financial stater, nts

individual conclusions. This definition is based on the trend of definitions N reachin, oo
: : s N the field of yp , 8 the
previously mentioned. In a nutshell, human resource accounting is the skill of Mmethog; RA ¢ 2y
recording, and reporting the value of human resources in an organization's financia| l'ccor:]cﬂ]l vnluinE
s, »

2. Rationale of the study

From an accounting perspective, managing human resources in every
want the valuation of human resources in order to improve manage
productivity. They also expect that the valuation be recorded in the accounts and that sych ;
be fairly disclosed in the financial statements. Investment in human resource developm
revenue expense. Benelits from its influence on staff capability development last for ave
There is a real demand for accurate and comprehensive data that can be applied to e
assessing human resource management. HRA is a subset of social accounting,
use their specific skills to assist in finding answers to society's problems.

firm is crucia] The
i F stal
rial effectiveness and ek;homm

Ploye,
nformalioﬂ

€0t is ngt,
ry long (i, |

nhancing
where accountans g
Accounting is a science of measurement, analysis, and communication, as is well known, Ang '
challenging issue is coming up with an appropriate accounting system for informing the stakeholdm‘
Conceptually, capitalizing human resource costs is more sound than using the expense method
Decisions made by both internal and external users can benefit greatly from information about hunn
resources. Accounting for human capital is an explicit admission of this principle. |

People are important organizational assets, and they are a crucial component in the mix of resources
This rescarch will be beneficial for the many accounting information uscrs for making decisions ong
daily basis.For their daily decision-making, the many users of accounting information will find (his
study useful. Therefore, by critically evaluating the HRA concept, this study will help to show il
advantages and disadvantages. The paper also discusses the potential effects of including huma
resources in company financial reports on their number and quality.

3.0bjective of the study
1.To examine and evaluate HRA applications in various places of work as well as previous literatut
reviews on IIRA plans and policies. ;
2.To make it casier to value human resources, record the value in the books of accounts, and disclos
the value in the financial statement.

3.To make guidelines for establishing these accounting standards in our business and firms.

4. Literature Review ing (HRA
Hossain et.al. (2014) this study is to evaluate the significance of Human Resource Accounting (4
procedures for company financial reporting. This study, which combines theoretical and Gﬂ;i:‘
rescarch, aims to examine the prior literature review and make some rccommendations-for ﬁ'e;ools i
approaches, and applications of HRA. Different MNCS in the HRM sector offer various scﬁwlci
thought regarding the methods of human management with various systems and objectives for it
analysis and reporting. One of the most potent and significant concepts to have develf:ive huma?
business and management world is human resource management, and it still is. Efgec s qualit
resource management may provide long-term advantages for firms' personnel and alse bo0
performance, values, and dedication to the future need. y

cuyshipi_mls
Borah (2023)analyzing the importance of psychological factors in successful enlrell:g:’g‘ awo:;l
theoretical research study attempts to explore the junction of human resource aCGO;chﬂvioral ﬁn;ﬂfs
finance, and entreprencurship. It aims to give readers a thorough grasp of ho“; an entrepr? P
insights combined with human resource appraisal and valuation can a ains in 8 €
performance and ability to make decisions, This study integrates these three dom
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hologival factory that influence entreprencutial outeomes nnd aid in the creation

oM Joutival
parRibei [+

{ o e
il cptrepreneutial ventune stitegies

Q01N the matn goal of the study s to emphasize the ey traits of HRA topether with its
and tmplementation challenges, HRA is (he process of finding, mensuring, and

wr about human resourves (o interested parties, The study is mostly composed of
development of eflective

o al

al AN anhaptes

u'.l\\; o
o analyaw of pertinent literature built on signiticant et The

ol ddevision making, management quality, the prevention of the exploitation of Tuman
job satistaction, and creativity are only a few of the primary

anprovement of morale,
faet that human resource

AN the
Ihe limitations are brought about by the

TR of such accouninmg
govent 1 e lean due o eseunee unpx\*\lid.\l\ﬂ||y.
atoy i (2014 the papet also aims o cover the goals of human resources aecounting and the
at for human esounees accounting in businesses, as well as the recording and disclosure in
also identifies bartiers 1o the adoption of human resources accounting
pustness as well as prerequisites that must be met. It was suggested, among other things, that
accounting should change to- meet the perfections
and valuation, since the majority of
{ accounting information
ports. The accounting for

e
sial statemeniy 1 he study

adhening o imperfect convention,
woad by new adeas, such as human resouve accounting
wse their management decisions on customized managemen
p rules or published statutory 1

than

jesses L
ans radhier than cony entional accountin
At} tesOUITeS Must start here

etal. (2014) based on the premise that businesses in the post-industrial economy operate in a
aquire timely, effective, and efficient decisions to ensure
lucted to investigate the likely impact of human resource
aluation method. Ex-post facto research
wirical examination of 1o Nigerian banks that are publicly traded. Based on
lusion that it is necessary to value human capital and account
ssels. The only direct route to fully aligned

Sl aronomw cnvironment and 1
< and survival, this study was cone
punting on the decision-making process and business \
gn was used w the en
results, the study came to the cone
i the financial statements alongside other mtangible ¢

pany information goals 1s through strategy

doy (2014) In today's knowladge-driven economy, human resource management has grown
ificantly in importance. What1s measured is managed, according to a well-known proverb. The
man Resource Accounting (HRA) process aids in determining the value of an organization's human
purces and makes an effort to reflect that value in the financial statements, Numerous studies have
ady established beyond a shadow of a doubt the value of HRA, Finding the gap between some of
top Indian firms' net worth and market value and rescarching (he various HRA models that

mpanics employ are the twve main goals of this essay.

cthodology of the Study
ast relevant studies, the study is exploratory in natre. Only secondary

Sed on @ thorough review of p

were used to conduct this study. The secondary sources of knowledge on human resource
ounting have been compiled from a variety of HIRA publications, journals, books, newspapers,
gazines, and websites. the data that was put via statistical analysis. However, as the infommtiop of
e well-known MNCs is highly secret, the participants chose nat share certain details. Therefore,
fesearcher has made an effort to preserve anonymity in the part of data analysis.

L °d§15’:3|¢ﬂ10ds of Human Resource Accounting
a m:i\;;f:‘l;"“t‘Piﬂg proper technique and procedure ‘ s
Ve \mried\ PO clear to accountants and eCOROMUSIS around tl‘lc \)\-“1 e
Sordine 1 on it for three decades and have created specitic models for evaluating
pas, 2 Marharshi (2004). Shaltz (1960), William (1967),
"0t Intemational, Referred, Peer Reviewed & tndexed Monthly Journal :
RET Academy for International Joutnats of Multidisciptinary Rosearch (RAUMR)

the cost and value of people
A number of experis
AMman resources,

Flambolz (1971, 1972, and 1975),

s for determining

JP o
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Morese (1973), Lav and Schwartz (1971), Jaggi and Lau (1974), o
notable among them, Othery o

The first phase of approaches to human resource accounting was developed in 1691, the
occurred from 1691 to 1960, and the third phase began after 1960, The two met

S¢cond Phag,
human resources are Flamholz and Bullen (1989) and Sudarsanam, Sorwar,

and Mar (2003), Unting fo,

6.1 Cost or historical cost approach
Under human resource cost accounting method or model there are
1. Acquisition cost model/Historical cost model |
2. Replacement cost model
3. Opportunity cost approach
4. Standard cost approach

6.2 Value approach ' '
They Are; |
I. Present value of future earnings method ‘
2. Reward valuation model
3. Net benefit model ‘
4. Certainty equivalent net benefit model '
® Acquisition cost model/Historical cost model

This strategy is sometimes referred to as an acquisition cost model. The authors of this strategy are
Brummet, Flamholtz, and Pyle (1971). Using the five criteria of acquisition; formal training and
familiarization; informal training; informal familiarization; experience; and development, this
method assesses the organization's investment in its workforce. This model suggests capitalizing
the expense in the balance sheet rather than charging it to the profit and loss account, Capitalization
is the process of granting an expense item the status of an asset. In the case of human resources, it
capitalized amount must be depreciated over time. Therefore, one will consider the empl
at the time of hiring and at the time of retirement. A small number of these employees
the company before they are eligible for superannuation. This is comparable to a tangible
* Replacement cost model -
The authors of this strategy are Likert and Eric (1985). The method calculates
replacing an employee, which includes costs for hiring, choosing, paying, and rec
(which includes lost wages during the training time). The information obtained usi
may be helpful in determining whether to fire or hire new employees. This strategy
to the historical cost technique discussed above, with the exception that it permits &

the cost of hiring, educating, and developing personnel rather than using their
capitalization.

* Opportunity cost approach g
Hekimian and Jones (1967) suggested this strategy. This strategy bases an emplo
or her potential alternate uses. If an employee has no other purpose, he will not
This strategy notably eliminates the kinds of workers who are easily hired f
straiegy promotes a competitive hiring procedure for an organization's
employees. It implies that there is a scarcity premium on the opportunity cost.

made by other departments for a particular employce or group of employees
the opportunity cost of that employee or group.

o More optimum personnel allocation e
o A quantitative foundation for planning, analyzing, and improving the fitm's hus

. Print, International, Referred, Peer Reviewed & Indexed Monthly Journal -
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4thof
ndard cost

pavid watson has recommended

recruiting: hiring, training, and developing each grade
qan resources for accounting purposes is the averag

in the organization.

ture earnings method

(1971) provided a method for

;1p[)r0:!ch
hi \ ;
this strategy. Using this strategy, annual average expenditures for

of personnel are established. The value of
e cost determined in this manner for every

employe®
Present value of fu
Lev and Schwartz
present value of expecte
would dies Jeave their jobs, O

valuing employees economically based on the

d future wages th:?t was modified to account for the likelihood that they
r retire. This approach aids in estimating the current value of a

sential Fmployee's contribution. This model states that the present value of a person’s future
earnings rom employment represents the value of human capital that person embodies. This value
may be estimated by applying the following formula:
By (Vy) =2FY 1+ 1) TUT) (1 + Ry
je. where Y(Vy) = expected value of a ‘y’ year old person’s human capital T = the person’s
retirement 2g¢ Py(t) = probability of the person leaving the organization I(t) = expected carnings of
the person in period Or = discount rate.
According 10 this model, the value of human resources is ascertained as
Each employee s divided into distinct groups based on their experience
To czlculate the median annual income for various age groups.
Each group's anticipated total carnings up until retirement age arc dete
The value sO determined will be the worth of human resources an
estimated as ebove arc discounted at the rate of cost of capital.
o Reviard veluation model
Flamholz (1971) made the suggestion for this mo
of future earnings model because it accounts for
chznge roles in his career and leave the company
e The model states that an individual's €X pcclcd realizable va
ation. The collection of future services he is anticipa
e business arc used to assess the realizable valuc.

follows:
Jevel and age.

rmined.
d assets. The {otal earnings

n improvement over the present value

del. Thisis a
the chance or probability that an employee would
hefore he dies or retires.

Jue i4 the best indicator of their value to

ted to deliver during the time he is

zn organiz

v 10 continue with th
of the net

i.fﬁ‘/
o Net benefit model
Morse (1973) has recommended this strate€gy. This method states (hat the present value
from the employment of the employces is equivalent to (he value of

benefits the firm receives
human resources.
s Certainty equiva
Pekinogan ( 1976) sugges
thzt Morse proposed. Thi
comsideration should als0

benefit approach”
Juman resources,
the future will

model '
is a development of the "nel

hen estimating the value of |
y which the net henefit in

lent net henefit ‘
ted using this strategy. This

s method contends that W
he given 10 the certainty witl

arcrue,

n. HRA qupports in

1. Applications of HHuman Resource Accounting
* Workforce Planning and Recruitment: e ’

Employers use HRA 10 make educated choices about hiring. ane ta o A b

n line with the stratepic phjectives ¢

ective employees:

lent pequisitio
Jf the compin

sole g f \

,..":,‘uu?.m;g candidates who are ) '
asilitics, credentials, and P‘)Icnli:al conlrll)ulmm of prosp

AL It pusists husincnscshlin

5 & "

.'l "
1 fail’!iﬂﬂ and Development A3
l’d.nllr;‘, and d‘.:VClt,p”,(;”l ‘I}'lllflbllll
q and arcas
e wisely 10 iner

0 initiatives are 5k
’ " | ] t - -
1.r,.1hfjlh;/’ okill pap that Fequire the
ST i
Eusrantees that trnning (unds are
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: tion:
land Compensa _ 2
B Pa{\‘rmnﬂx.\wrf':’:,s contribution, HRA is x’rcr,'w:nlfz Ued U perf,
Te “\\?\.ﬂx sidir -s conribtion 10 the company r:;‘h
Sr— N | s . % g 2 . 1
N : Gat do well may receive rewards in line with o
CImPIOYees o

AP Yy, ..
|l €Ul ot o

b
; o
r menit, k"ﬂv
* Saccession Planzing:

Qing potential leaders inside the
HRA @ important for spoting potential leaders d

. Y. Ormizaﬁ’ﬂn Can g,
sacvession plans that snable a smooth transition of important -}Obs and ‘,m’” fhc_ i
with leaders p changes by evaluating the competencies and Zowh potengis of theiy
Merzer and :cqnisi:don Decisions:

HRA e assixt in determining the worth of the human capity) of both the 1y, wnd sy
EhS. G Sam ST and zcquisition scenarigs, Ihis data informs choicey on ’*’M;—i
o2 and offers . roEplions into potential SYRErgies or culturgl difficulties, v
——saeaoa 400 “asel rviua H
* Resource Allocation:

s e d \ Jl

e
= Raders

S rad o fa
WEENIZAO0s & O

4 ~
I O,

i successfully allocating resources, Manzgemeny Can shif

o i gy o
o= Wnere human capital produces the highest retums by 2556385ing the relst,
Soaributions of various Sepanments o teams
* Stratesic :
Accounting ' Fesources contributes o more comprehensive sirate

Zic planning |y helps o
= IVESUDENts support the businesy' strategic vision by caordimﬁqui
e o W0 overall organizations] goals, |
Risk Manzgement

Croe-

JTERnIZEOms 1pi

778 Wmhze HPA 19 evaluate risks associated with human capity], This engails ;
imporeans oloyess whose Ceparture could have 4 big impact and Creating backup slrategioy
I35 Tse rias

* Investor Relations znqg Reporting:

Shareholders and InVEstors can benefit from the knuwlcdgc that HR A offers, It enables ¢
0 explain the importance of their human Capila] Cxpenditures, which
Comprebension of the Company’s worth,

d Regulatyry Reporting:

‘Riommation on humaq Czpital must be Cisclosed acording 1o regulations in various
“czles, By Ofering siang ardized measurements and data, HRA assists Cnterprises in meeting
reporting T=Cuirements. These examples demonstrate hew Human Resource Accoun
wsed in g variety of “2Y5 19 improye Corporate dccisiun-making, resource allocat
alignment of hyymag “2pital managemen With strategic goals. When properly i

WA only recogmizes peuple a5 significant 45515 but gl

Tiare Srategically for o iti

Cquips firms 1 yge their hy
Ompetitive adyan

tage and Sustainahe Browth,

Sibjecti vity in valyip

=izl is diffiey) W6

& humap Capita] ¢
Y2t I

ing. PIEsents ong of the main difficul
Jectively Mcasure, jn Conltrast g Conventional assets

", ] echniquey May he applied, which could result
MSlErnciey

. Yand Ace
I{.ffA E.ig.iﬁ:_an:.ly relies ¢
Tight be difficy
’!:.dudm sif.
e s
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al Considcrmions:
hical issues with treating employces as assets. Assigning monctary values to people
y

ties, may turn them into inanimate objects that can be exploited and dehumanized at
[

ol

thit
arc ¢l

ocording 10 cri
\ rk.
ack of gtandardization:
A measurement l:md reporting arc inconsistent since there is no cstablished set of rules and
Comparability between organizations and industries is hampered by the lack of

orms. ;
pdization.
and Resource Intensiveness:

HRA methodology implementation can be d
AEs) might not have the means and knowledge necessary 10

businesses (SN
ad to discrepancies in its application.

which could le
ng-Term Focus:

Short-Term Vs Lo
RA frequently places an emphasis on long-term human capital investments, which may contrast

with incentives for immediate financial achievement. The creation of long-term human capital may
be difficult for organizations to balance with short-term financial objectives.
Resistance to Change:

Qrganizations have been firmly entrenc
Stakeholders who are used to traditional fin

gtanda
Complexity
ifficult and time-consuming. Small and medium-sized

perform thorough HRA,

hed in conventional accounting procedures for many years.
may oppose the use of

ancial reporting techniques

ognize and disclose data on

gislative framework in place to rec
regions to implement and standardize

Lack of Legal F ramework:

Some governments do not have a le
human capital. This may make it more difficult for some

HRA policies.
Measurement
HRA tries to quanti
knowledge exchange.
critical evaluation of huma
The strategic management
has its limitations and eth
responsibly and productively in contempo

ce culture, staff morale, and
to be difficult. A fair and
st take these issues and problems into account.

better understood with the use of HRA, but it
hese issues if HRA is to be used

of Intangible Factors:

fy the value of intangi
Accurately measuring thes
1 resource accounting mu
of human capital can be
ical issues. It is essential to address t
rary businesses.

ble assets including workpla
¢ intangibles continues

¢ of Human Resources Accounting
hods can be done in three parts

Accounting Treatmen
e accounting treatment of human resources under various met
Real Capital Cost &
rces, such as the cost of training, should be

Every capital expense related to the human resou

apitalized by-
Human resour
Bank Cr.
i, And the cost should be written off during the worki
Tncome statement Dr.
. Human resources capital (HRC) Cr
fresent Value of Future Salary/ Wage Payment
A wht’:never we hire human resources Or 2 corp
lrt)aflze their value according to Lev & Schwariz va

ces capital (HRC) Dr.
ng life of the employee, as-

for them, wWe

ccounting
or during the

oration wants 10 start a
year's end

juation (whether at

Human resourccs capital (HRC). Dr-
b A .Human Resources Cr.
+ Atthe time of Salary Payment-

Salary Dr.
Cash Cr.
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i, We should compute the HRC value in accondance with the Lev & Schwartz model at yeqr
Now, the difference between HRC in the books and HRC as it is currently caleulated ml?“-li\cms end,
i the form of HRR, and the remaining amount must be debited in the income slulcmcml ln‘c'dc‘h"cd
the salary- OMplete
Human resources reserve Dr,
lncome Statement Dr.,
Salary Cr.
iv. I the difference is more than salary then balance should be eredited to P&L A/C, Now
debited in HRR should be charged in form of depreciation‘amortization from income statement-
Income Statement Dr,
Human Resource Capital Cr,
eSugeested use of Fund for HRC
1.The HRC fund should only be utilized for certain defined purposes, such as employee trainjy,
offsetting unusual losses brought on by an employee's departure or death, providing for the welfare Qf
employees to inerease their satisfaction, ete. the entry for transferring will be- ‘
Income Statement Dr.
Fund for HRC Cr
i Entry for capitalization of human resource with the same amount will be-
HRC Dr !
uman Resource Adjustment Cr.
i1 abnormal losses persist for a long time after an employee leaves or passes away, these losses
may be deducted from the fund over the course of those years, There will be-
Fund for HRC Dr.
Income Statement Cr.
v Reverse entry at the time of leaving/death of employee will be-
Human Resource Adjustment Dr.
HRC Cr
Amount capitalized in previous year (in this part) should be basis for incentive for current year

AMouy

10. Conclusion
The energies, abilities, and knowledge of individuals used to the creation of goods or the provision of

useful services are referred to as human resources. HRA is a technique for gathering, analyzing, and
. . . . 3

disseminating data about human resources to relevant parties. Human resource value is not covered by

the Companies Act of 1994 in our country. As a resull, our business management now voluntarily

discloses such information.

The rules for valuing human resources and revealing information about investments in them, such as
costs for training and development, salaries, and other benefits, need to be prescribed. This information
should be disclosed through yearly reports. The concepts and beliefs that underlie the conception
HRA are no longer speculative.

The amount of money that corporate organizations ofien invest in their human resources and lhc effect
that these expenditures have on the productivity level of people justifies treating and recognillﬂgw 4
as assets rather than expenses. Furthermore, there are major solutions to the objections raise_d L
the idea of HRA and its implementation. The numerous users of the reports will receive mor
qualitative and quantitative information, which will improve their decision-making skills, when huméf |
resources are quantified and reported as assets in the balance sheet of business organizations.

HRA will also reveal the organizations' genuine and fair value.

: e o valuing
As a result, our business management now voluntarily discloses such information. The rules for and
ts for training &5

human resources and revealing information about investments in ther, such as €oS
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