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Exploring Human Resource Accounting: Concepts, ~I th 
and Practical Applications e ~ 

PAYALBP.-: DASHARATHBHAT PATEL 
Kadi Sa.rva Vi5J:;;,avid:, alaya 

Abstract: 
The area of human resource accounlinJ: rHRA) is thoroughly revie-.~ed in tr.is r~c:vci 
including ,ts essential concepts, various measuring techniques. ar.d practical c;.,,.._., _ __,,.. ~ ' ,,,,,......_,, , .... r..t. r organi.:!alions seeking lo e.aluate and 511ccessjully manage llleir human capiJal. HRA u a cr..ci.;! . 
The e,,olw ion of HP.A. its place i r1 corporate decision-making, ar.d the cr..:zl!enges ilr:o:,.~-~ 
implementin;z HP.A iroo practice are all topics ccwered in this paper. In this pa;:>er, life tJ:a;-, 
re\eorch in human re.Jource.s accounting are re-.·ie,~ed. along }~·ith its meaning ar.d ,w.a-.a ~ 
reJources acwunttng techntques. 

K eywo rd: Human capit.al, Human resource accaunling 

1. Introduction 
Eff cctivencss, HR c.apiu,.I , ckc:ision-making, financial repo. human resource accounting (HRA\. n 
human resr;LJrce management (HR.\-f ). The process of locating, evaluating, and disseminating ~ 
regarding hu,,-,an res0urces is Jcnovm as h uman resource accounting (HRA). The main ad\~~ 
this type of accou:-, ti r.g are that it fosters the development of efficient managerial decisio~ 
qual ity of m;.r,c:..6ement, which stops the misuse o f human resources and boosts the output of ma 
rev)Urce.-,, ra. ic;ec, spiriL>, j()b happiness, performance reviews, motivation, and creari\ity, among * 
thing:.. 1l1t tffoctivent:Ss of people is essential to every organization's development and growth. HIIII 
beha vior trails suc..h a5 group loyalty, skill, motivation, quality, and ability for efficient inter1dia 
cooperation, c.vmmunic.ation. a.nd decision-makfog serve as indicators of the original health of * 
organiz.t1li<,n. 'f he rev ,urcec; ner...ded by an organi7.a tion include people, things, tools, cash. and IDCIIIOllll 
The5t resuurc.:es cun bt roughly dividt:<l into two categories, such as physical and human n:scJlltO 
Men are regarded as animate resources, sometimes known as the human resources. Others are sc,c1• 
inanimate or physical resources; these include things like materials, machinery, money, and~ 
A new accounting concept is human resource accounting (HRA). As it does not produce any pb> 
asset.s, it adhtres to tbe conventional principle that all expenses incurred for the develop= 
capital are charged to the period's revenue. However, the modem position is that costs c:aD 1,r 
any asset, such as human resources, must be capitalized because they offer advantages ~ cnJCi11: 
quantified in monetary terms. Measuring the cost and value of employees to firms ~ val-' 
expendit~res associated with hiring, training, and developing workers, as well as the~ CC()DOllllC ~ 
are cruc1al for human resource accounting. All organizational operations are earned out by -­
~esources, so valuing these resources is crucial. Financial statements should be used ':an, is,. 
!nvestors_, management, ~d other parties of the valuation. In essence, human resource accou oVfl­
mform~t1on system that m~orms management of changes in the company's bum_an resources199()5, ,­
I~dustnes beg.an ~ ~pprec1~te the worth and significance of human reso~rc~ m the earl~ -
ltke a~ organizations _physical assets and investments, skilled and spec1ahze~ hu~ ot: ~ 
essential. In order to increase the effectiveness of the organization they are in chars ~ 
spend a lot of money on training and educating their workers and employees. However~~ 
has actually used the hwnan resources accounting system that should be used f~r Pf◄ hu(IJIII ~ 
resources information. An alternative to the conventional approaches to accounting orf the~ 
has been ut out in this stud . To rovide mana ement with an accurate assessment 
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'"' 11, th,· ,1rr:111i:at il111, thl· id~-.1 ~,r h11111a11 n:so111\'C nccounting wns created. The JIRA is bcin 

1,'ll tl' l,tfrr n S) stl'~ll w_lwsl' ohJl'Ct1ws nrc to d1nrnl.'.tcrizc the orgnnizntion's current human rcsourc! 

t :utd "'. p1\·d1l·t its future h_uman n:smm:c value. Five examples nrc given to show how the 

0l,ll'I~)'. l,t l IRA rnn
1 
he us~:lt. Eadi example dcnls with n fundamcntnl rnnnngcmcnt concept, such as 

ni 1,n 111~1.·st1~wn1 (!,01) 11nm human resources as pmgr:1111 justilication, evaluation of promotion 

cks, rs11111.1t~l111 111 J'l'l'Slllllld costs related to organizational reorganization, and evaluation of 

ilin!! ond 11ss1g111m:nt r ro-:l·dures. However. rhc bnlnncc sheet has not yet given Humnn Resources 

"'rnlit. It is nnt (,1.•111g properly recorded in hooks of accounts by businesses. Despite the fact that 

t,nl:uwe shL'ct tlol.'s 1wt rdkct the worth of human resources. the auditor attests in the report that it 

ir:ttdy dqii~ts the stalt: of the eornp::iny. 

J':l l'l' ol'stttdy in this nrcn hns been slow. and researchers have bt--en unable to create a good model 

is frl't! from significant restiictions or to pinpoint two effects on the production of Human Capital, 

ich is the foundation of accounting. 

Tlte Concept of H11man Resource Acco1111ti11g 

goal of the accounting technique known as human resource accounting (HRA) is to identify and 

ntify the value of human resources inside a business . .It recognizes that a company's entire value and 

ccss arc influenced by its human capital, which includes the abilities, skills, and knowledge of its 

rkforee. HRA acknowledges the importance of human resources as a crucial resource for fostering 

trepreneurial success in the context of business. In order to increase business performance and 

mpetitiveness, it emphasizes the necessity of 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 

rnodities 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 

rely serve as a charge to the organization's profit and loss account, every organization reports on and 

ludes 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 

luation of human resources, which seems undesirable. 

c American Accounting Association (1 973) defined HRA as the process of identifying, measuring 

d communicating information about human resources in order to facilitate effective management 

'thin 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 

anization. The definition is somehow crude as it is not specific as to what constitutes the human 

ources expenditure and how it is to be recognized. 

RA views the organization's human resources as comparable to its other assets. To become 

uctive, they need to be invested in over time. This investment pertains to the hiring, training, and 

velopment expenditures, which are capitalized and amortized throughout the human resource's 

obablc useful life, accounting for attrition and inevitable decline. which ~csc~ibcs H~ ~ a 

oceclure that requires cnlculnting how much it costs businesses and other organization~ to _tmd, hire, 

in, and develop !heir human resources. This provides insight into the. co~t of inve~tt~~ m people. 

esources must be acknowledged for valuing and reporting them. 'l111s 1s the def~mtion th3t the 

valuation of a person's economic contribution to an organization. For many ~~smess~s•. human 

ourcc accounting consists at best of valuing each employee on the basis of recruiting, trammg, 8nd 

eveJo : '. • I • 1-· and expected length of 

pment expenses while paying some at1ent1on to ( eprecia 101~ i ed to 

mploymeot.Thc asset value of labor and the quantity of asset production that can be ass gn 

rsonnel activities are both systematically measured by HRA. This definition ackn~wledges tbe 

nancial · 1. . . k' • nt the economic advantage 

. •mp 1cat1ons of human resources while also ta mg mto accou d 1 

inked t h 
h ts for the cost an va ue 

f 
O t cm. We define the concept as the measurement process t at accoun d • the 

empJo , . . . . . , • 1 t t nts in order to etennme 

yees as an mtang1ble asset m an orgam1.at1on s financ1a s a eme 
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true value or the bu!,iness and help the various users of the financial statem . · 
individual e-0nclus ions. This definition is based on the trend of definitions in the~"% tn reaching th . 
prcviou!, ly mcnlioncd. In a nutshell, human resource accounting is the skill of:: t/f~RA thatwctr recording, and reporting the value of human resources in an organization's financ,·ate odical\y vaJuin~ 

· , Au 
(IJRSML) ISSN· gu~t : 2011 

· 21,, 
2 · asi 

records. &, 
2. Rationale of the study 
From an accounting perspt:etive, managing human r~sources in every firm is crucial. Th 
want the valuation of human resources in order to improve managerial effectiveness e S~holdeq productivity. They also expect that the valuation be recorded in the accounts and that su: . ~npto~cc be fairly disclosed in the financial statements. Investment in human resource developin mtmati~ revenue cxpcn!>e. Bene::fits from its influence on staff capability development last for ave;~ is n~t 1 Tncrc is a rea l demand for accurate and comprehensive data that can be applied to enha:~g lime. a;.<.,cs~ing human rc~ourcc management. HRA is a subset of social accounting, where accoun~~g and u<,e thei r speci fi c sk ills to assist in finding answers to society's problems. llllJSI 

Accounting is a science of measurement, analysis, and communication, as is well known. Another c.hal ltng ing i,;s ue is coming up with an appropriate accounting system for infom1ing the stakeholdcn, Conceptually, capitali z ing human resource costs is more sound than using the expense method. Dcci~ions made by both internal and external users can benefit greatly from information about human rc!>o urcc!>. 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 resourc~ This research will be beneficial for the many accounting information users for making decisions ona <laily ba!>is.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 its 1:1dva11t.agts un<l disadvantages. The paper also discusses the potential effects of including human rc!>Ourccs in company financial reports on their number and quality . 

.3.Objcctive of the ~tudy 
I .To examine and evaluate HRA applications in various places or work as well as previous literature 

reviews on r IRA plans and policies. . 2 .To make it easier to value human resources, record the value in the hooks of accounts, and d1scl011 the value in the financial statement. 
3.To make guidelines for establishing these accounting standards in our business and fimlS. 

4. Literature Review . rollA) Hossain ct.al. (2014) this study is to e::valual.t! the significance of Human Resource Accounting \I~ procedures for company financial reporting. This study, which combines theoretical and ~~~ research, aims to examine the prior literature review and make some recommendations .for fre~~ls of approaches, and applications of HRA. Different MNCS in the HRM sector offe~ v~nou~ scfinancial thought regarding the methods of human management with various systems and ob.iectives 0
~ in !he analysis and reporting. One or the most potent and significant concepts to _ba~e de:~ve human business ancl management world is human resource management, and it sttll is. Eb sts qualilY• resource management muy provide long-term fH.lvanlages for firms' personnel nnd also 00 

performance, values, and dedication to the future need. . 
hiP, dJ1S 

norah (2023)analyzing the importance of' psychological factors in successful entrev~:,~avioral t~1corclicul research s tudy attempts to explore the Junction of human resource accot1~vioral fi~ 1 muucc, un<l entrepreneurship. lt aims to give readers n thorough gra!,1) of how c entrePre11 
10 insighLci combined with human resource appraisal and valuation can affect t:S in an etfotl performance nnd ability to make decisions. This study integrates these three doma 
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,t ,,111h, I'''' h,•h1):i,·.1l ll1rh11, that i11lh1r111·l' rntu·1•1\'ll\'llii11I ,,11ll'1lllll'~ llllll nid 111 the nc11lion 

~•"!Iii 1'1111\'l ll\' lh' lll 1:11 \ ,•11(111\1 
,,, ;\ll'f',h'\ 

\'(.,\ ,'Ill.I\ 1h, 111:1111 .. \,\;II ,,r th,· ,111,1\· 1~ 111 1·111phnsl, c· lhl· ~,·y 11'11i1, of IIIU logl'lhcr with it~ 

:-.ti '"1\,1111.1.,1·,•, :111,t 111111t,·111,·11t:1111111 ,·h11lk11~:r~. IIR.\ i~ lhl• f't\ll'i',~ ol' linllini:. 1111,11~11ring, nrnl 

,1:1~-: 111!~•1111.1111•11 ,11'11111 1111111:111 l\'~11111,·<', 11, tlll<'l'r~kd p:11111-s. l'hr s111dy is 1110~11y romposC'd of' 

'l\~h ;1:1 . .t,,,~ ,,f 11,'llllh'rll 111,·1:IIIII\' 1111111 1111 sir11ill,·1111t 1'11'111. lh1• dcvdupllil'lll or dfrl'IIVl' 

""' ' ,ls1,11111 111.1k111f, 111:111:1t1·1111·111 q11:1h1y, th,· l""' '<'t1li1111 111' 1hr rxpl11i1111iu11 of' h111111111 

~·, . 1h,• ""l'l\1\ ,·111,·111 ,,f 111111:tk, i-•b , ;11i~1:11·1i,111, 1111d ,·1,·nliYity at\' ,111ly :1 fl'W of the primury 

~:,·, ,,f ,111·h ,h\\•11111111~: I h,· 1111111.1111111~ Ill\' 111\1111'.hl nli,1111 hy 1h1• fitcl thnl h111111111 ll'So11n:c 

111\'III ·~ 1111, l.-.11 .111.- 1,1 1,·,,•111\'(' 1111111,·di,·1.ll•ilily . 

.tli'"'' \ .\ 11·1) th, 1•.11 1<'1 :d,,, :11 111\ "' ,·11,,·1 tlw i'.11:11:- ,,t' h11111:111 1x·s1l111\'t'S m·1.·11111lling nnd !he 

:-i,;,111 ,~,, h1111 1.111 l\' '1'111\\'S :11\'1•11111i11!,'. 111 b11,it1l'SSl'S, ns wdl as llw rwording 1111d disdosurc in 

•i.11 ,1.11,11i.·11h. I It,· s111d, :d,,, id,·1111ti,·s l•:111 i,·1~ 111 tlw nd,,plion nf h1111u111 n•s11111\·1•s 11cc111111ting 

t,11~1,i.·~s ·" " di .1s p1,·1,\1111,i11.·~ th:11 11111~1 l•1· 1111•1. 11 "11s St1R~1·sll'd, 111111\lli,t ulhl1r lhings, lhnl 

1h.1n :i. 111, 111~: 1,1 i1 111•,1 ,~._., ,-.,11, ,·111i,•11. :1,·1·,11111ti11,: sh,,uld rh11ng1' In llll'l'I tlw p1•rlcctions 

u,·,\I I•~ n," 1,k.,~. ~11,h ;1~ h11111.111 1,·s,1111\'1' :11x1111111i1~ nnd vnl11111i1,11, sinn: lite 111:\jority of 

,·s,,s 1,.,,, th,1 r 111:111:1r,·1111:111 ,k,i~i,111s 1'11 1.·11s1,,111i11.•d 111111111g1•nw111 11n·ou111ing information 

1!s 1.i:h, 1 th.111 , \ •11\ r1111,111.d :i.·,\ •111111111: 111k., ,•r p11t,lish1.·d st:11111111')' "'t111rts. ·me 111.'counling for 

11 1,,, ' \tr\ \' , 11111st -:1.111 h,rc 

• <'I .11 l:11 I n lw:1\I l'II 1ltt' 1•1-r111,~c 1h.11 h1~i111·s~rs in the J'l'Sl-industrinl l'Cnnmny opcrntc in n 

·: :11"· 1\\'11.,1111, ,·1n ,r,•11111,·111 :111d 1,\111i1\' 11111l'ly, l'ff1.•1·1iw. nnd l'llkknt 1kl'isions to l'llSttrc 

;s :11·,I sun" .d. 1h1s s111,I~ 11 :1, 1.·,,11,1111·11.·d "' im C'slignll' the likd)' impal'I or human resource 

u1tin,i.: ,•11 th,· d.-,:isi,111-111:1~,11~ pr,•,rs~ 1111,I t,11,i111.·ss \'!l lunlil'II method. Ex-post focto rcscnrch 

n ,, .1s 11s,•d 111 tit,· <'tllf' it i,-.d n :111 1111.111,111 ,,!' I<• N1!'.rt i.111 b:111~s 1h1t1 111'\' puhlidy lrndcd, Based on 

t\'~11lt:-:-. th,· ~1\1,l~ ,·:unl· 1,1 th,· l·,,11,lu, i,111 th.ti it is t1l·,·r~~.1ry t.1 vnlue h111nnn capilnl nnd nccount 

·, i:i 111.- li11:1t1,i.1I S(,tlt'llll.'111!-o al,111i,:~1,k ,1thl'r llll:llt~1bk ltS~\'(S. nw 1111ly dirt•('[ f\lllll' lo fhlly nligncd 

i\lll~ inti,rrn.11i,•11 ~,,:1ls is 1h1\1ll~'.h ,1 r:t1q: , . · 

,') ( :lll-n In hxl.1~ 's ~'""' k\1~:l'•-dt i, c11 1.Y,11111111y. h1111111n n:snur\'C mnnn1,:l·m1·111 hns grown 

itktn:J~ in imp.111'Jll,'l'. Wh:11 is mt·.1s111\'d is 111.111.tgcd. :Jl',·11rdin~ 111 n well-known pn.wrrh. The 

:tn Rrs,,ut\',' .-\,'\'l1Unti1\_~ ( It R. \ ) pl\1,·1·ss aids in dc11.·r111ini 11~ the , nlue ,,ran l1r~:1ni1111ion's humnn 

l:l\'~s an,t m:,k.l·s .ltl t·Oi,rt "' n·tk,r that v:1h1t' in th<' lin.111d.1I s1a11.·111c111s. N11111t·rous sludics have 

Jy estJtilisht'\l rt·~ l,n,i :l sh:1d,1w l,f :1 d,,ut-1 tht· , :i lut· l,f I IRA. rinding the gap he tween some of 

tl1p ln.li.m !inns' nt·t ,wr1h :md 111:ul,·1 , :tllll' :111d rcsc:1n·hing lhl· , arious IIRA models lh:11 

j:\lni.-s e:npl1.1~ .tr\' tht' '"°'' 111:1in !,!,\tis 1.11' th is t·ss:1y. 

trhoJolo~· of rhe Stud)' 

11n n thl'l\'U~h. n:\'i,w l,f r:1st t\'k\'ant studks. 1h1· i.tudy is t~\plM:1tory in 11:11,w. Only sc.-cond:uy 

\\ef'I: 11::-'t\l hl \.',llldlll'I this $(ltd)'. llw Sl'~'llt1d:1ry S1.ll11\'l'S ,,r k111.1\\ lt'\l~c 1111 human fl.'SllUl\.'t 

tin~ hJ, c ~·t·n 1.·1.,mpikJ fn,m :1 \':trkty ,,r 11 RA rut-lk:1ti11ns, j11umals. hMh. newspapers • 

.:in,·s. :inJ "\'t\-,ik-s. tht• d:11:1 th:lt w:is rut vin slutistil':ll nnnl)·s.is. 1 lo,wwr. us the infommtion of 

w-ell-kno,,11 MNCs is hi~hly St'\'n.'t, the p:ufripants chnsc 111,1 ll' sh:irc ccrt:tin dct:1ili.. Therefore, 

ltsi."3n:h,•r h:ls m:1d.: nn l'fl~,n 1,, pn.'Sl'm~ nr11't1)1nity in thl' l':lrt 0f d:1ta 1mnlysis. 

Odets/Methods of llum11n Resonrt·c -\l'tountini: 

net\) ~~,r dt'Vt"k1ping proper tt·chniqul' ·nnd pn.11.,·J·un·s ti.,r tkft•nnining thl' 1."(lSI nnd ' 1\IU<' o_f poople 

c t-us.mess he~ame ck:1r to n1.·countJnt- a.nJ ec1,nl,mists :m,1111J the \\Wld. A numh(r ot exrerts 

;(~t'd on it for lhn.~ d1.-cn,ks nnJ tum: C'l\\lh.'d spt·citic ml'i..kls fi.,r entl11:1~ng hu:'um reSl..lUl\.'CS.. 

n;:, to Marh.mhi (200-t). Shult/. (1060), William ( tllci7). Fl.lmh1,I: (l~tl. l\) i.\ :ind 1975). 
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s1 
Moresc (1973), Lav and Schwartz (1971), Jaggi and Lnu (1974), Kenneth (1978) and : 
notable among them. ' Olhe~ are 

The first phase of upprouchcs to human resource accounting was developed in 1691 th 
occurred from l 69 l to 1960, and the third phase began after 1960. The two methods 'rorea second Phase human resources are Flamholz and Bullen ( 1989) and Sudarsanam, Sorwar, and Mar (2003~unting for 

6.1 Cost or historical cost approach 
Under human resource cost accounting method or model there are 
l. 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 m Brummet, Flamholtz, and Pyle ( 1971 ). Using the five criteria of acquisition; formal training and familiarization; infonnal training; informal familiarization; experience; and development. Ibis method assesses the organization's investment in its workforce. This model suggests capitalizq the expense in the balance sheet rather than charging it to the profit and loss account. CapitalizalD is the process of granting an expense item the status of an asset In the case of human resourccs,tllt capitalized amount must be depreciated over time. Therefore, one will consider the employec'sa, at the time of hiring and at the time of retirement. A small number of these employees may • the company before they are eligible for superannuation. This is comparable to a tang11>le .-. 
• Replacement cost model 

The authors of this strategy are Likert and Eric ( 1985). The method calculates the 
replacing an employee, which includes costs for hiring, choosing, paying, and recci 
(which includes lost wages during the training time). The information obtained using 
may be helpful in determining whether to fire or hire new employees. This strategy is 
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 nnn,_ 
capitalization. 

• Opportunity cost approach 
Hekimian and Jones (1967) suggested this strategy. This strategy bases an employeo'S 
or her potential alternate uses. If an employee has no other purpose, he will not be 
This strategy notably eliminates the kinds of workers who are easily hired ftoM 
strategy promotes a competitive hiring procedure for an organization's · • 
employees. lt implies that there is a scarcity premium on the opportunity cost. The 
made by other departments for a particular employee or group of employees arc 
the opportunity cost of that employee or group. 

The developers of this strategy believe that a bidding procedure like this one is 1 
for 

o More optimum personnel allocation 
0 A quantitative foundation for planning, analyzing, and improving the firm's hUJJ181l 
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Sf!indard cost approach 

nJ\ iJ \\'JlSl)n has recommended this strategy. Usino this strategy 1 
. 

,, . h' . . . d d I . ::, , annua average expenditures ,; 

~ -:-uiring. inng. lrammg, an eve oping each grade of personnel are establ' hed Th or 

r · . 
1s . e value of 

hu.'Tl:2n mources 1or accounting purposes 1s the average cost detenn· d · th ' 

. • • 
me m 1s manner for every 

em;iloyee ,n I.he orgamzat10n. 

present , alue of future earnings method 

Lev and Schwartz ( 1971) provided a method for valuing employees economically based on the 

present ~-aJue 0 '. exp~t~d future w~ges lh~t was modified to account for the likelihood that they 

wo:iJJ_ di~, leave ~err JO~s, ~r retire: This approach aids in estimating the current value of a 

po:e:1:iaJ employees contnbutrnn. This model states that the present value of a person's future 

ez..,n fr:gs from employment represents the value of human capital that person embodies. This value 

.r.:izy be estimated by applying the fo llowing fonnula: 

• I (Vy) = lh (t + 1) I I<D (1 + R)t-y 

i.e. wbere I (Vy) = expected value of a 'y' year old person's human capital T = the person's 

retirement age Py(t) = probability of the person leaving the organization I(t) = expected earnings of 

the person in period Or= discount rate. 

According to this model, the value of human resources is ascertained as follows: 

Each e:nployee is divided into distinct groups based on their experiem;c level and age. 

To ca'.~u late the median annual income for various age groups. 

Ea.:h grot:p's anticipated tolilf earnings up until retirement age arc determined. 

TI.e val~e so determined will be the worth of human resources and assets. The total earnings 

es:i:natd as above arc discounted at the rate of cost of capital. 

• Rrn ard v2luation model 

f ;,:.T.hv!z (1971) made the ~u,.-'.gt::.t;(m for thi -. model. lhi<; ic; un improvement over the present value 

of L~Jre earnings mo<!tl bec:.._w,e it account'> for the chance or probabiliLy that an employee would 

c!m:6e roles in his career ,ind lca-.-e the company before he dies or retires. 

• Tr.e ;;,r.,.,:!eJ states rhc.1t an rncividu.aJ's cx pec..t cd reuli1;1blc v:.iluc is tl1c best indicator of their value to 

a:i 0:-n:-:izatirJn. The cc,!lccti<,n of future o,crvicc-; lie i-; unticiputcd to deliver d11ri11g the time lie is 

Ji:-:e:/t0 ccr. tinue with the bu~incs~ an; u<,cd to a'>'>C'IS the rc1jJiz1-1blc value. 

• .\'et tr: nefi t moclt:1 

.',1'.:>r'.-e (1973) har; reC(Jmmended thic, !,tratttY- This method stales tl1:ct_l lhc ~rc~cnl value of Ilic net 

k .efits the firm receives from the employment of the <:rnploycc3 is cqu1v:tlcnt lo the value of 

h .ru.:.1 rt:vJurc.:c~. 

• Ctruinty t:quivalt:nt net hcnt:fit mo<ld 
. ., 

l't►. ir.t,;.•c.n ( J 97fi ) supgc',tcd using th ic; ~.tratcgy. 1hi s i-; a dcvclo~mcnl of the "nc~ hcncl1t approa~h 

1~- • 'Ii -.. , ·d· -=1 h's mcth< d conlcnd'i rhat when cc,tim:itmg the v:.iluc ol human rcsourc~~ • 

. ,:, • ,<,. >e r,r<,f)fJ ,c • 1 ' 1 
I h rt · tic future will 

v ,-r ·,1,J,;r,1 tir,n '>fl<Ju ld aJ,;o he tiv<:n to the ccr1 ;i inty wilh whic I t 1c net cue, rn 1 • 

, Apr,Jicati,m, ()f Human Jh:410urcc Acc<Juntin~ 

• Wr,rkfor<:t l'lannin2 and Recruitment: . . 1 1 1 1 ,,cciuisirion I HU impporl!i in 

I . I 

d I . . . . ' ' ut l1rnno IJII( II CII . . • l 

l ,!f,ri ,r,y e;r ·) 11',C J rHA lo m,1YC c<fuc,:JtC l i<>JCC'i /I) I . , , , f / , . 1/l'IIIY hy cvaluatllll( I JC 

,,., •· 
. . . I I . • r , t .,,ic ol,1c<,t1vcs " tic cou ' 

.• ,,:1 .... ir,;, c,;;r,d1d;,tc1 wh(J arc 1n l111c w,r I I ,c ·· r,, c, . · . 1 
.. 

, , . , 
. . ,. 'iJJ<.:dlVCClllpoycc". 

~•;IJJIJ !;': , UC1J,;r,1i::ih, :md J)'Jl<,;nti:d e;r,nfnhu1H11J 'l " pro 
. 

• r, , , 
. 1 • .. ~"c1 m 

i.,ri,r,g ~,,,, Hcvtlor1mc:11t: 
_, 1 I II'/\ It 11Ns1Nt, ,u~m ... · ·. 

·r · 
· ·,· tly ~h·1pcu ''/ ' · · f' '1h11 

r:i ,rw,;~ 11 11</ cl,;vd,,prne rd i11iti:1tivc" MC •••l'.111 H,Jlll • I .. dcvdopmc11l fum IJJI(, ' 

,,1, .. , I · 
· . 1l1 · 1110•,1 c11ip oyt c I ·1·1y 

.. , • ;11,;~ •.Yi ll J•;,r,•1 uri<I ..rc:i 'i 1l1al rcqum; c · . ,d,11..·1ivity urul , ·11111111 1 · 

'' •r · . · 
• I 1 • 11,; ,c-ll' c w111 ~' r /111 

' · ,,r;111 11-•;·. tl,J1I lr:1111irw, /1Jri1h ar c 11·,1:d w1 •,1,; Y " 11 ·• 
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• ~Ji. ~la.n~~t:Oletlt: 

. 
• . • • .. 

~zi -::-_:; ·::~".:x;. H?~~. tr.i e·:r...:'.!a.te risks ass.ociat"..d with human cap1usl. Th11 entails ~ 

:..-:;,::-..::-: ~.:::::,.t.':'S ·;,t:.~ C.!p~_,-:-e cou1d hii'le a big imp'<lct lind <.,Te-dting backup llra1qjcl 

. . . ' • :::-:.:~ ::·z::-r. ::-."J...s 
• l.:.,~t,-,;r Rt:at<,c.._, ..nd Rtp<Jrtioz: ~-:z_~'.-.::.~::~ ~~ i::·,e-a~Ln V-"1 btr;!::fit from t.h1.: kn<o1lcdge that H RA c,l'ft:rs. It c;nahla bulilca 

"_'j e,.:::~ . :.:-~:: .:::;:,rJ:-1:.:L..e c.f tht:r hur..i:.n c,~,iU:il c.r.pcntliturcs, which contributes IO I _,. 

C•-- --;...,,_ ._; ,_ (,~:..,, fr . ...-.-,~"'JS W(Jr1.h 
.... _.,... ___ ..,_ .J ... .1 '- ~- ...... ...,.---y ;...J 

~ • Cr,:.:;::.!.ia n~ ~nd R..tz.ul litsJ r)' Rtp<,rtini: : :-..::-:::✓..·~,,:: i:.:-, t::..-r..G.r. c::;;:.t;-J m:.;._'}t bt; ci'.)(,\,1...c'1 acu,rding to regulation\ in vari0111 .-. 

.-:r.P...'.~. 3'f r,::~.:.g ~·.a:-,-:;,..:c:zv:i m~surc.-rn';rJ.3 41.NJ data, BRA a.~si,ts c.-nu.-rpriw:s in malill 
:e-..r.:-..::.i =-~:.:.:..~~·..s. TI.:;-.t er..arr.pk-s dem<sn<.trat.e h1r >1 If uman Rc•,ourcc Accountiftc 
·_:.:.;::: :::. G. ·,:-.r.':.t'f cf 'P .. 'J3 to im;rrove corp<m1te d<.;ei\i1Jn-making., r~urcc allocatiaa. 

c...:~:-:r..: r,f :: • ..:~.~, ~..;,i:-.1 rr.ar..a.6c-rr.c-rrt with str&.tcgic goals. When properly imp 
-o '.~.11 r~g:-h..c, v.1vit 2:) \ignificllnt a\::.t.;~ but al~.o equips firms to use their hulnll 

:::f,:-t :."":,-..!.':.ii.-:J'. y f::.r oo:-;.~iti·,e <1d'1<1ntage and SU\t,, in;;i . .b\e growth. f!.. C..n.a!ltn:,t'\ and V Jntr<,vtr\itt in Hu nun Rt, ource At(:(,untinR 
• 5iu_bjtctivit) in Ylilu.tii1Jn: 

T:.~ i:-:.1;:r;;r.1 <;...t,;•::ctivity in va!ui r,g buman ca.pit,\ rcprc';cnl, one of the main ditficultill 
H 7:.:--: -;;-.;,:•;:-~ i; c!iffi~ult l.r) c,bjec:tivtly mca.1.urc, in c<intrru.t to conventional ...-.. 

·,u_;.~1
:, ~~- ~jffort"rit v~i~ti,m tcdrniquc'.s may bt applied which could result in 

~rfJ✓: .. '\1~·:~.,;-.~\.. 

, 
• Iht.a R.1;,li..tt,iljty and Atcuracy: Ht .. A 4 ig iri::.;;.n1\· 1· • f . _ ;,.~. -u: · . .. · I rti11:, ,,n tn 1Jrmat.1 1Jn <,n cmp\,Jy~ prolluclivity abililici, and 
r:r.:: __ :_, ~:ff,lt;ult ... ~,,I er.:iurc 1.1'.c int.cl"Jity an,1 tru.'.\twonhinC!\41 of ~hii data bcc8UIO ll 

•· • J,I_.,_ • '/_, ·repr;"J,;,~ <¼ta d h' · 
· ... -

c.r uJ1..,:.i'1:.1. an t u Jt.(. t1 vc cv:1lua1 i,m,. Inaccurate infonnahon _.. 
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, 1 Cor,~idcrnlions: 
111,·11 . . • • • 

re 11n; l.'lhil'a l rssucs wrlh ln:ulmg employees ns nsscts. Assigning 1 1 

_c,rdin'' tu cri tics. may turn them into inanirnalc obiccts lh·1t can be cxmlo~tcdary v, ~,°hes to ~eople, 

I:' 

J ' P or e anc ue umanrzed at 

rk. 
ack of Stnndanlizacion: . . 

RA 111i:as11n.·111c11t and reporting nrc inconsistent since there is no cstabli'shcd t f I d 

IT b . . 
sc o rues an 

onus. _co,_npura H rty ctween orga111zat1ons and industries is hampered by the lack of 

tandard1z:1t1on . 

. ompkxity :md Resource Intensiveness: 

RA mdJ10Julogy i~plemcntation cun be difficult and time-consuming. Small and medium-sized 

businesses (SMEs) might not have the means and knowledge necessary to perfonn thorough HRA 

which could lend to discrepancies in its application. 
' 

Short-Term ,,s. Long-Term Focus: 

HRA frequently places an emphasis on long-tenn human capital investments, which may contrast 

\tith incentives for immediate financial achievement. The creation of long-te1m human capital may 

be difficult for organizations to balance with short-term financial objectives. 

Resistance to Change: 

Organizations have been finnly entrenched in conventional accounting procedures for many years. 

Stakeholders who are used to traditional financial reporting techniques may oppose the use of 

HRA. 
Lack of Legal Framework: 

Some governments do not have a legislative framework in place to recognize and disclose data on 

human capital. This may make it more difficult for some regions to implement and standardize 

HRA policies . 

.Measurement of Intangible Factors: 

HRA tries to quantify the value of intangible assets including workplace culture, staff morale, and 

knowledge exchange. Accurately measuring these intangibles continues to be difficult A fair and 

critical evaluation of human resource accounting must take these issues and problems into account. 

The strategic management of human capital can be better understood with the use of HRA, but it 

has its limitations and ethical issues. Jt is essential to address these issues if HRA is to be used 

responsibly and productively in contemporary businesses. 

Accounting Treatment of Human Resources Accounting 

accounting treatment of human resources under various methods can be done in three parts 

cal Capital Cost 
Every capital expense related to the human resources, such as the cost of training, should be 

pitalizcd by-
Human resources capital (HRC) Dr. 

Bank Cr. 

i. And the cost should be written off during the working life of the employee, as-

Income statement Dr. 

Human resources capital (HRC) Cr 

. resent Value of Future Salary/ Wnge Payment 
. h 

1' ~enever we hire human resources or a corporation wants lo stai1 accountmg for t ~m, we 

Pitalize their value accordino to Lev & Schwartz valuation (whether at year's end or dunng lhe 

ear).- o 

Human resources capital (HRC). Dr. 

ii A Human Resources Cr. 

· t the time of Salary Payment­

Salary Dr. 
Cash Cr. 
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lit 1 1,· ,,, 111 1•1 , {. 111k t 11· n·111.111llt1!! :1111\Hllll 11111~1 11· 11.· 1111.'d 111 th,· i11,·11rn1.· st•it ·,,i. ~ ll~d 

• • l mt l11 c 1 1 th,· s.1l.1t) • 
1111P etc 

1111:n.111 t\:~1•111 ,·1.·s r,s,·" 1' Dr. 
l11,·11m,· St.11,111,·111 Dr 
~.il,11) l'r . 

I\'. If tit,· d11'~·r\'t1,, is 111111\.' th:111 s.1l.iry thl'II b.11:111,·i: sh,nlld h: 1.'t\·diti:J lo P&L A C. Nuw .11 
I l J 111, I' l IJ I I t · 1· · i • • • • • • • ' 

1111un1 11· ,,,_. Ill ' '~ \\Ill ,,. 1.· 1.1r::1•1 ltl llnll ,,1 m'l'l\'1'1:IIJ1)Jl all11)111/:l(l1)tl ff"\)lll 111c11me Slatcmcm-
111,·111111: ~,.11,·mc111 nr. 
] ]Ulll.lll ~t':>11111\.'l' l'af1i1:tl l'r. 

•St1!!~1•~t,·d m,· or Fund for IIRC 
I . nw l mr 1i111d .. h,lltl,i 11111) b, 111i li; ,•,l fi1r 1.·,·11:li11 1kti111.·d pu1p1lSl.'S, sui:h as emplnyi:..: lrJ inin, 

111 r~1.·t1111)! u1111~11.1l lMs,·s bl\1ui-:ht 11 11 by :111 l'mpl11y1.•r's dq1,1rtuf\! 11r 1k:ith. providing for the \\elfal'( ; 
1.·tnpl,,) ,·,·~ I(, 1n1:1\'.1si: tlwir ~.,t,~f:1,·ti,111. i:1-:. 1hr 1.•111ry for lrnnsli:rring will be• 

ln,,,me ~1.1t,·mi:nt Dr. 
l'un,l t~,r II RC Cr 

II 1'1111! f,•r c1p11:tl11.ll 1l)Jl l, r '111111.111 l\'Sl\lllYl' \\ ith till' S:\I\\C ,11111,unt will be­
] II~(." Dr 
1 lumJn Rl·,,,ur,, :\djustml·nt Cr. 

111 It ,1b•h 11111.il 1,,,,,·~ 111:r~i:-1 fi1r a h1ng time alkr ,111 l'IIIJ'loyec lcavcs or passes away, tJ1esC! losSQ; 
111,t} k d1 ,lt1l'llJ from th,· fund ll\l'I' the rnursl' 111'1hm,1.· yrars. Thl!rl.' will be-

I unJ fl,, I IRC Dr. 
l11u11111· ~IJtrn1cnl Cr. 

" Rn cr,l' r11tr) at the 11ml' 0 f kJ\ ing 'de.1th of l'lllplnye1· will bc­
lfur11. 11 K,·,11u1u: A<lj11,t111c11I Dr. 
111{( l r 

An1n1111t r.1p11.il11,J 111 11r,·, 11,u, ) c.ir (in th i, p.111) ~hnuld hc basis for incentive for cum:nt ye:ir 

10. Condu~wn 
Thr 1.·1ll'rg1c~ •. 1l1 tl11 1c~ .. ,nJ 1--no,\ k<l).'t: or 111d1v1d11:1b 11,cd to the creation or goods or the provision of 
useful ~1.' f'\ ll' l' ~ :11 l' 11 ll n l.'d 11) .1, lium:m n:,11t1r1.:c-.. I mt\ i~ a technique for gathering, analy1ing, and 
disSl'll\111:tt 1n~ d.,tJ Jbl>ut lru111.111 1c,1111rcc, to rckvant parties. 11 umn11 resource value is not covered by 

the Comp.1n11·~ ,\ ct or I (}9~ 111 our <.:ounlry. As a result, our business management now voluntarily 

discll,sl.'.s such inlimn.ll il,n. 

The ruks for , Jluing human rc:.uurccs and revealing information about investments in them, such as 
costs for trainmg and devd0pmcnt , sa laries. and other bcnclits, need to be prescribed. This infonnation 
should be disclosed through yearly reports. The concepts and bclicf.c; that underlie the conception of 
HRA arc no longer speculative. 

The amount of money that corporate organizations olkn invest in their human resources and the effect 

that these expenditures have on the productivity level of people justifies treating and recognizing~ 

as assets rather than expenses. Furthem1ore, there arl! major solutions to the objections raised againSI 

the idea of HRA :ind its implementation. The numerous users of the reports will receive more 
qualitative and quantitative infom1ation, which will improve their decision-making skills, when h~ 
resources are quanti lied and reported as asseL<; in the balance sheet of business organizat.ions. Reporli'IB 
HRA will also reveal the organizations' genuine and fair value. 

A I b 
. . . . The roles for v,luinS 

s a resu t, our usmess management now voluntarily discloses such mtonnauon. . • 1 ,nct 
human resources and revealing infonnation about investments in them, such as costs for munin 

Print, lntematlonal, Referred, Peer Reviewed & lnde1Ced Monthly Journal 
RET Academy for International Journals of Multldisciplinary Research (RAIJMR) 



. rnal of A111arch In all Subject, In Mufti llr1IJUl81JI 

, 11 ,d Jou 
VtJI. 11, ,~~ 8, ~M: 2fl1J 

'IJRSMLJ MU: lUl • UH 
1
,,,y,,lb~n o. Patti) (Sub,, Comm,rc,/AccountJ f,F,0,1JJ 

al,111cs, nm o 1c1 hr11di1,. 11ccd to be r,rc:1u il ,1;d, 'f f,j~ i,,f,,rr,,:,tj,,n •Jv,,i!tJ •~ i! :1/~:'r,1/1 

y r,·port,; . 

fM,lt,. F. ( 191
)

1
)) . f 111111:111 rnoun.:c acu11111linJ1,: Advam;c's ,,, (;l,r,u;ph, 1,,,;tf,r/.\, ~-/1 

applkn1i,111s. Spri 11gc.:r Scicn<:c & Busi11c<.;!1 Media . 

. M. ' ' :_ Knmrn,1111'.11111, M .. & .He<lwar111z7.11rm,n, M. (2(JJ3). lfum:m ,,;-/J•Jr'.,,,1; ~/./~, ,_,:,ti:.;,; 

lkl"l'!'.111111111 and d1sdosurc ol acco11nti11g mclb<icfa & tcd1nir-111c-;. (,/rA,01 J,,l){r,:d ,,f 

Manll~l'llll'lll 1111d Business Research Accounting and Audit in;~ 13(3). J-1 fJ, 

,in, /\., /\1..hh.-r, N. , & Sadia, N. (2014). An J-:mpiric;d Amdy-ii•; rm lmr,,,n;ir.1.7,, r,f H ·.rr:;.;::, 

Rcs1,urrc /\cco11111ing (lfl{A) Practices in lhc Organization<i. fn tcrr,atir,nal Jt,,Jrr,;,I t;f JJ:,it,._ in 

Socinl Sdl·m:cs, 2(2). 37-54. 

a"sini. I.. /\. ( t 977). Assessing the impact of human rcr;<,urce acCl>unting: 1~n e-.1v.;rimcr;•;,J 

smdy of mnnngcrial decision preferences. Accounting Rcvic..-w, 904-914. 

h, /\. J . (2023). ·n1c integration of human resource accounting, hchavi<,:-;;, f fir,uM;, anrl 

entrepreneurship: exploring the role of psychological factors in entrepren~al •,•J.CC.e11, 

EPRA International Journal of Economics, Business and Managemc.·nt '>t.udic.'"'i <EB.'.1~J, 

I 0(7), I 5-21. 

m, G. 0 ., Jnah, E. U., & Adanma, E. S. (2015). The impact of human resource ~ ,,mt1r.6 <m 

the profitability of a firm: empirical evidence from access hank of Nigeria PI ,C. r AWJJY.:aTi 

JoumaJ of Accounting, Auditing and Finance Research, 3(7), 76-94. 

bubakar, S. (2011 ). Human resource accounting and the quality of firumc;ial rcp<irting r)f q •Jt;ted 

service companies in Nigeria (Doctoral dissertation). 

n. S. (2021). Impact of human resource accounting on organiz.ations' financial performar.ce in 

the context of SM Es. Accounting, 7(3), 621-628. 

m, G. 0., lnah, E. U., & Adanma, E. S. (2015). The impact of human resource a.:::counting on 

the profitabiJity of a firm: empirical evidence from access bank of Nigeria PLC. European 

Journal of Accounting, Auditing and finance Research, 3(7), 76-94. 

Pandey, N. N. (2010). Human Resource Accounting Practices in India: A Critical Study. Prag-fa.an, 

22. 
Asika, E. R., Chitom, J. A. R , & Chclichi, I. F. (2017). Appraisal of human resource accounting 

on profitability of corporate organization. Economics, 6( J ), I -10. 

· E. P., & Akindehinde, A. 0 . (2014). Human resource accounting and decision maJcing in 

postindustrial economy. International Journal, 2( I), 19-35. 

wani, D. A. D., & Tiwari, R. (2007). Human resource accounting-a new dimension. In the 

Canadian Accounting Association (CAAA) 2006 Annual Conference. 

yin, A. S. (2014). Human resources accounting and disclosure in financial statement: 

teraturc review. Human Resources, 5(22). 

S .• Raman, A. V., & Singhania, M. (2014). Human resource accounting disclosure practices 

Indian companies. Vision, 18(3 ), 217-235. 

dexed Monthly Joumal J 

•i. l:f'fr• 1-re d , Peer Reviewed & In ·di lpllnary Research (RAUMR 

. I Is of Mult, SC 

:rl 1 •111y fo r lnternatrona Journa 



{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }

