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ABSTRACT 

The success or failure of a company is directly related to the quality and performance of its 
workforce. Human resources are undervalued because firms view pay as a cost rather than an 
investment in the most crucial asset of their business, the employees' training and development. 
Currently, the accounting system is unable to provide the true worth of an employee's skills and 
knowledge. This has an impact on a company's future investments in human capital, as the expense 
of recruiting and training new employees rises year after year. Human capital is one of the most 
critical components of any organization, and the goal of human resource accounting is to give data 
on the organization's assessment of this vital resource. The purpose of this article is to demonstrate 
the importance of human resources to an organization, what human resource accounting is, what its 
ramifications are, and what its main goals are.. 
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INTRODUCTION 
Recent years have seen a dramatic shift of 
economic, political, and social conditions that 
have resulted in a larger globalization and 
greater rivalry. Corporations are becoming 
more powerful, and with that strength comes 
increased accountability, thus they've begun 
placing greater emphasis on CSR (corporate 
social responsibility). Product quality and 
environmental preservation have become 

increasingly important concerns for 
consumers. 
Even if our economy is in a terrible state, it 
will get better. This is why it is critical to 
understand how human capital investment 
might help solve this problem. In a 
knowledge-based economy, employees are 
the most valuable asset of a company. There 
are typical organizations growing in the 
knowledge economy., 
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 known as knowledge or cognitively-intensive 
businesses In organizations where knowledge 
is more important than other inputs, the 
phrase "knowledge-intensive" is used to 
describe them. A person's human and 
economic characteristics are unique to 
knowledge. Human capital, the needs and 
preferences of customers (customer capital), 
as well as goods, processes, capabilities, and 
its systems are all examples of firm knowledge 
(structural capital). 
As a result, knowledge assets have the 
potential to outperform tangible assets in 
terms of dollar worth. This can be deduced 
from analyses of firms like Microsoft. 

ORIGINOFHUMANRESOURCEACCOUNTING 
An appreciation for both the young and the 
aged. It is clear from the study of Indian 
history that Emperor Akbar placed a high 
value on the nine gems. Those who fought for 
India's independence, such as ShriMotilal 
Nehru, Mahatma Gandhi, SardarVallabhBhai 
Patel, and PanditJawaharLal Nehru, will 
forever be remembered. There has been no 
attempt to assign any monetary worth to the 
persons listed above, despite the 
immeasurable suffering they have endured. 
From the 1960s forward, behavioral scientists 
began the appropriate work to estimate the 
value and cost of human beings.. 

OBJECTIVESHUMANRESOURCESACCOUNTING 
Themostimportantobjectivesandpurposesof HRA: 
1.Itprovidescompanieswithinformationaboutthecostandvalueofitshuman resources. 
 

2.Itprovidescompanieswithaguideforhumanresourcedecisionsaboutacquiring,allocating,developing,a
nd maintaining human resourcesto attain cost-effectiveness. 
 3.Itmotivatesmanagersanddecisionmakerstolookatdecisionsthroughahumanresourcepointof view. 
4.Itallowsmanagementpersonneltomonitoreffectivelytheuseofhuman resources. 
NEEDOFHUMANRESOURCEACCOUNTING 
HumanResourceAccountingprovidesusefulinfo
rmationtothemanagement,financialanalystsan
demployees as statedbelow 

1.HumanResourceAccountinghelpsthemanage
mentintheEmployment,locatingandutilization
ofhuman resources. 
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2.Itprovidesabasis for planningofphysical 
assetshumanresources. 
3.Itassistsinevaluatingtheexpenditureincurred
forimpartingfurthereducationandtraininginem
ployeesin terms ofthebenefits derived by 
thefirm. 
4.Ithelpstoidentifythecausesofhighlabourturn
overatvariouslevelsandtakingpreventivemeas
uresto contain it. 
5.Ithelpsinlocatingtherealcauseforlowreturno
ninvestment,likeimproperorunderutilizationof
physical assets or humanresourceorboth. 
6.Ithelpsinunderstandingandassessingtheinne
rstrengthofanorganizationandhelpsthemanag
ementtosteer thecompany wellthrough 
mostadverseandunfavorable circumstances. 
HUMANRESOURCEACCOUNTINGONINDIANO
RGANIZATIONS 
HumanResourceAccountingPracticingCompani
esinIndiaEventhough,manybenefitshavecontri
butedbyHRA,yetitsdevelopmentandapplicatio
nindifferentindustrieshasnotbeen 
 encouraging. Human resources information 
cannot be included in financial statements in 
India because the Companies Act, 1956, does 
not allow for it. Some Indian companies, both 
public and private, value their human 
resources and include this information in their 
annual reports as a result of the growth of 
business and industry in the country. Human 
asset appraisal is currently being reported by 
a number of companies.: 
1. BharatheavyElectricalLtd(BHEL). 
2. SteelAuthorityofIndiaLtd(SAIL). 
3.
 OilandNaturalGasCommissioning(ONG
C). 
4.
 OilIndiaLtd5.ProjectandEquipmentcor
porationofIndia. (PEC). 
6. EngineersIndialimited 
7.
 MineralandMetaltradingCorporationo
fIndia.(MMTC). 
8. Electrical IndiaLtd. 
9. HindustanShipyardLtd. 
10. Cementcorporation ofIndia.(CCI). 
11. InfosysTechnologiesLtd. 
12. TataEngineeringand 
LocomotiveWorks 

13.
 SouthernPetrochemicalsIndustriesCor
porationLtdSPIC). 
14. AssociatedCementCompanyLtdACC). 
15.
 NationalThermalPowerCorporationLtd
(NTPC) 
  
METHODSFORHUMANRESOURCESACCOUNTI
NG 
 
1.PresentValuemodelAs a result of his present 
value technique, people should be valued 
based on their future contributions to the 
company. To put it another way, they 
describe an individual's value to their 
organization as a current estimate for how 
much value they will provide over time by 
providing a specific set of future services to 
the organization. 
2.Original Cost model: According to 
Brummett, training and development costs 
should be capitalized because they are part of 
the original costs. As he sees it, training and 
development is supposed to have a long-term 
positive impact on both the individual and the 
company. Other recruitment-related 
expenses, however, should be accounted for 
as period costs, according to him. Few 
companies, including R. G. Barry, have used 
the original cost method. 
3.Historic cost model: An employee's worth 
can be calculated using the total history 
expenditures connected with recruiting and 
retaining an employee, making the historic 
cost technique one of the more prevalent 
ways. This approach necessitates tracking the 
total cost of the employee's compensation. 
This approach has the drawback of 
necessitating judgment calls on which costs 
should be expensed and which should be 
capitalized. Human resource costs can be 
classified as either training or educational in 
order to determine whether or not they 
should be capitalized or expensed. In this 
case, the cost of training would cover all 
expenses related to the employee's present 
position. 
4.
 IMPORTANCEOFHUMANRESOURCES
ACCOUNTING 
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Importance of Developing methods for 
Human Resources Accounting A survey 
research 
wasconductedinutilizingcomponentanalysisan
dtworeasonswerefoundwhymeasuringhuman 
 Resourcefulness is crucial. The first is that 
measurement reflects the strategic and 
competitive relevance of human resources, 
and the second implies that human resources 
must be expressed in financial terms in order 
to gain credibility. Strategic human capital 
planning and budgeting ensures that the best 
resources are mobilized for each internal 
process. Too often, organizations focus 100 
percent on meeting the financial budget first 
without considering the impact cost cutting 
will have on strategy, and note that the 
financial numbers are a lagging indicator of 
the effectiveness of the strategy. 
CONCLUSION 
Management can use Human Resource 
Accounting (Human Resources Accounting) to 
track changes in the company's human 
resources over time. Accounting for human 
resources also includes keeping track of the 
money spent on employees' salaries and 
benefits, as well as the price tag on hiring and 
replacing new employees. It appears that 
valuing human resources is vital to Indian 
organizations, although few do so, and plans 
for implementing human resource valuation 
are still in their infancy. There will be little or 

moderate progress made in the valuation 
sector in the next five to 10 years despite the 
interest. More work must be done in theory 
and practice i progress istobeshown.  
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