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Abstract 

In this globalized situation of companies where human resource plays a major role as an asset and company’s success 
depends on their productivity, it is important that companies should make proper valuation of them. The paper is to find impact of 
human resource accounting on firm’s performances. For this, data is collected from the five companies who are providing employee 
benefit costs in their annual reports. The data were collected from the companies who are using human resource accounting (HRA) in 
their financial statements like Infosys, ONGC, SAIL, BHEL and NTPC. To check firm’s performance ROA & EPS indicator is used 
over the period of 2016-2020. The regression analysis was used to check the effect of dependent variables on independent variable. 
Both dependent variables were checked separately to find the impact of HRA on it. The result indicates that the profitability and 
earnings of companies gets influenced by their human resource accounting. Human resource accounting is not a predictor of return of 
assets, but it provides positive impact on earnings of shareholders, thus impacting their earning per share. 

 
Keywords: Human Resource Accounting, Return on Assets (ROA), Earning Per Share (EPS), Regression Analysis. 
 
Introduction  

Any organization's most valuable asset is its human resources. Any company's success is determined by its employees’ 
efficiency and their caliber. Furthermore, finding qualified, efficient, and knowledgeable people is not an easy task. Competencies, 
knowledge, experience, expertise, and creativity of people cannot be replaced with any type of machine. Now the organizations have 
started to recognize the importance of human resource as an asset like other assets. Some Indian organizations have even started 
computation of their human resource value in order to quantify this asset in their financial statements. 

 
Human Resource Accounting is a branch that helps in finding the human resource value. Various methods were discovered to 

find human resource value. It helps the key management to take their decisions related to production and in other important areas. The 
American Accounting Association in 1973 defined human resource accounting as the method of defining and assessing data about 
human resources and communicating this information to interested parties. 
 

In this decade, India has grown mostly in service sector and in any company of service sector, the quality of human resource 
is important.  So, to shape the quality of human resource as per the requirement of any organization, it is necessary to quantify their 
value on some parameters. The critical success factor for any knowledge-based company is its skilled and intellectual workforce. “As 
firms become more commoditized, real assets will not appreciate much; innovation and intellectual power will be the key to the 
future.” (INFOSYS CFO Mohandas Pai) 
 

In the services sector (software, banking, management consulting, and so on), employees are the most valuable resources in 
comparison to other sectors. Thus, human resource accounting simplifies the valuation of human resources and their presentation in 
corporate financial statements. It refines all the process of human resource management.  In this paper, the objective is to find the 
effect of human resource accounting on firm’s performance. The first section introduces the theoretical framework of the study, the 
second section discussed literature review, the third section elaborated objectives & hypothesis of the study, the fourth section 
depicted research methodology, the fifth section contains data analysis and finally the concluding remarks was presented in the paper. 
 
Literature review 

Many researchers have developed several models for human resources accounting so to ensure true and fair presentation to 
include it in the financial statement. The Lev and Schwartz Model (1971), Stochastic Model of Eric Flamholtz (1972), Morse Model 
(1973), Lev and Friedman Model (1974), Hermanson Model (1964), Ogan Model (1976), Present Value model, Hekimian, Jones 
Model, Likert Model (1967), Boudreau and Dobija Model (1998), Afolabi (2014). The proposed models are however grouped into 
Historical Cost Model and Value Approach Model. However, none of these models are generally accepted. In the paper of Dhar, 
Mutalib & Sobhani (2017) they reviewed the existing literature on the influence of Human Resource Accounting on organizational 
performance and established a framework that would be useful to scholars, policymakers, and investors. A systematic investigation 
was done on literatures focusing on the impact of factors influencing human resource accounting practice on performance of the 
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organization. The goal of this systematic review is to gather and summarize all empirical evidence from articles related to the topic. 
With the aid of human resource accounting disclosure and the use of intellectual capital accounting on organizational performance, the 
findings of the study have been blended together in a proposed framework. In the study done by Vaddadi, Surarchith & 
Subhashin,(2018), they tried to determine the link between human resource accounting and firm performance. The research was 
conducted at ten Indian Nationalized Bank branches in Andhra Pradesh, India. The current investigation was examined using a 
quantitative manner. Under the heading of Human Resource Accounting (HRA), researchers discovered three independent elements 
and one dependent component in the shape of a firm's performance. In this study they found that shelter and training & development 
costs were substantially connected with firm’s performance, while health and safety costs were modestly connected with firm’s 
performance. The study aids banks in recognizing the relevance of human capital investment. Bonsu, Dui, Ruiwen, Asare, & Prempeh 
(2019), in their study looked into the circumstances that led to the omission of Human Resources Accounting from the financial 
statements of companies listed on the Ghana Stock Exchange. The relationship between human resource accounting and firm 
performance was also investigated in the report. Primary and secondary data were employed in the investigation. The effects of 
Human Resource Accounting on a company's performance were studied using a regression model. The study relied on secondary data 
from a public annual financial statement of all Ghana Stock Exchange-listed companies for the years 2015 to 2018. The findings 
revealed that, the exclusion of human resources in the statement of financial position is due to these key obstacles such as there is no 
proper clear-cut and specific guidelines for measuring costs and value of human resources; the period of existence of Human Resource 
is uncertain; there is no universally accepted method of valuation of human resources; no active market for human resource and the 
financial position of the business may be misleading. 

 
Objectives of the study 

The objective of the paper is to find the impact of human resource accounting on firm’s performances. 
 

Hypothesis of the study 
NH0: Human resource accounting does not affect firm performances. 
 

Research Methodology 
The data is collected from the five companies who are providing employee benefit costs in their annual reports. The data 

were collected from the companies who are using human resource accounting (HRA) in their financial statements like Infosys, ONGC, 
SAIL, BHEL and NTPC. To check firm’s performance ROA & EPS indicator is used over the period of 2016-2020. Data related to 
employee benefit costs, Return on Assets (ROA), Earning Per Share (EPS) were extracted from their websites and annual reports. The 
regression analysis was used to check the effect of dependent variables on independent variable. Both dependent variables were 
checked separately to find the impact of HRA on it. 

 
Model Specification 
In order to empirically find the impact of human resource accounting on firm performance, the following model was used: 

ROA = a  + a HRA + ε  ---------------------------------(i) 
EPS =   b  + b HRA + ε   -------------------------------- (ii)  

Where,  ROA = Return on Assets (a proxy for firm performance) 
EPS = Earnings per share (a proxy for firm performance) 
HRA = Human Resource Accounting proxied by Employee benefits cost. 

 
Data Analysis 

The results were shown in table 5.1, 5.2, 5.3 & 5.4 obtained through regression analysis. 
 

Table 5.1: Regression Model Summary Table 
Dependent Variable: Return on Assets (ROA) 
Model Multiple R R-Square Adjusted           R 

-Square 
Standard error of 
the estimates 

1 0.585 0.342 0.314 47.10 
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Table 5.2: Regression Coefficients Table 
Variables Coefficients Standard Error t- stat P-Value 

Intercept 98.91 13.86 7.13 0.000 
Employee Benefit Costs 0.002 0.00074 3.46 0.856 

     *Significant at 5% level of significance, Calculated by SPSS 23.0 
 

The model is insignificant as significance F is less than 5% level of significance. The model is also not fit as r-square is 
34.2%. The test shows that the human resource accounting is not the predictor of return on assets (ROA) because the factor is 
statistically insignificant at 5% level. Thus, null hypothesis is accepted that “Human resource accounting does not affect firm 
performances”. Thus, there is not any impact of human resource accounting on return on assets. 

 
Table 5.3: Regression Model Summary Table 

Dependent Variable: Earning Per Share (EPS) 
Model Multiple R R-Square Adjusted R -Square Standard error of the estimates 
2 0.891 0.795 0.786 26.30 

 
Table 5.4: Regression Coefficients Table 

Variables Coefficients Standard Error t- stat P-Value 

Intercept 94.88 6.703 14.155 0.000 
Employee Benefit Costs 2.549 0.269 9.446 0.000* 

     *Significant at 5% level of significance, Calculated by SPSS 23.0 
 

The model is significant as significance F is less than 5% level of significance. The model is also fit as r-square is 79.5%. The 
test shows that the human resource accounting is a good predictor of Earning Per Share (EPS) because the factor is statistically 
significant at 5% level. Thus, null hypothesis is rejected in this case that “Human resource accounting does not affect firm 
performances”. Thus, there is a positive impact of human resource accounting on earning per share. It means human resource 
accounting has positive relationship with earnings of the organization. 

 
Conclusion 

According to the results of the research, it clearly indicates that the profitability and earnings of companies gets influenced by 
their human resource accounting. Human resource accounting is not a predictor of return of assets, but it provides positive impact on 
earnings of shareholders, thus impacting their earning per share. So, it is a tool in the hand of management to attract investors. Various 
studies provide such results that HRA has a positive impact of firm’s performances. Here also we found the same that implementing 
HRA in the organization will boost up financial performances of the organization. The reason may be that it may enhancing 
productivity of employees and boosting their morale.  

 
References 

1. Amahalu, N., Agbionu, C., & Chinyere, O. (2017). Effect of human resource accounting on profitability of selected quoted 
telecommunication firms in Nigeria. Contemporary Issues in Business Management: A Multidisciplinary Approach (Book of 
readings). 

2. Asika, E. R., Chitom, J. A. R., & Chelichi, I. F. (2017). Appraisal of human resource accounting on profitability of corporate 
organization. Economics, 6(1), 1-10. 

3. Bonsu, O. A. M., Dui, L. K., Ruiwen, L., Asare, E. K., & Prempeh, A. F. S. (2019). Exclusion of human resource accounting in 
statement of financial position and its effects on performance: empirical evidence of Ghana. Business and Economics Research, 
9 (2), 1-17. 

4. Davies, S. D. (2018). Human resource accounting and shareholders wealth maximization: Empirical study of Nigeria quoted 
manufacturing firms. International Journal of Business and Management Future, 2(1), 38-47. 

5. Islam, M. A., Kamruzzaman, M., & Redwanuzzaman, M. (2013). Human resource accounting: Recognition and disclosure of 
accounting methods & techniques. Global Journal of Management and Business Research. 

6. Khan, S. (2021). Impact of human resource accounting on organizations’ financial performance in the context of 
SMEs. Accounting, 7(3), 621-628. 



 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2021/10.07.197 

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2021); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:10, ISSUE:7(10), July: 2021 

Online Copy of Article Publication Available: www.ijmer.in 
Digital certificate of publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 

Scopus Review ID: A2B96D3ACF3FEA2A 
Article Received: 4th July  

 Publication Date:30th July 2021 

 

 
13 

 

7. Oladele, P. O. (2018). An empirical study of human resource accounting disclosure on financial performance of selected listed 
firms in Nigeria. 

8. Okpako, P. O., Atube, E. N., & Olufawoye, O. H. (2014). Human resource accounting and firm performance. Global journal of 
commerce and management perspective, 3(4), 232-237. 

9. Vaddadi, D. K., Surarchith, N. K., & Subhashin, D. (2018). The Effect on Human Resource Accounting (HRA) on 
Performance of a Firm. International Journal of Pure and Applied Mathematics, 118(20), 4833-4841. 

 
Websites 
 https://www.moneycontrol.com/financials/infosys/balance-sheetVI/IT 
 https://www.ongcindia.com/wps/wcm/connect/en/investors/annual-reports/ 
 https://www.bhel.com/annual-reports 
 https://sail.co.in/en/investors-relation/annual-reports 
 https://www.moneycontrol.com/financials/ntpc/balance-sheetVI/NTP 

 


