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Abstract 

Human Resources accounting, also known as Human Asset Accounting, involved 

identifying, measuring, capturing, tracking and analyzing the potential of the human 

resources of a company and communicating the resultant information to the 

stakeholders of the company. There are about seventeen companies in India which 

have practiced the concept of human asset accounting (HRA) namely the Bharat Heavy 

Electricals Ltd. (BHEL), the Steel Authority of India Ltd. (SAIL), the Minerals and Metals 

Trading Corporation of India Ltd. (MMTC) and others. At present, HRA, yet its 

development and application in different industries has not been encouraging too much. 

Because Indian companies act 1956, does not provide any scope for showing any 

information about human resources in financial statement. Due to the modern market 

and fast growing business and industries, some of the Indian companies, both public 

and private, value their human resources and report this information in their annual 

report. The core objective of the present paper is to investigate the practices of the 

Indian corporate sector in valuing their human assets. Human asset valuation in India is 

mostly based on the present value of the future earnings of the people. The study found 

that Lev and Schwartz model is popular for calculating the value of HR used by public 

sector like SAIL and BHEL. This model developed in 1971 by Lev and Schwartz for 

valuing human resources. It is based future earnings of an employee in the organization 

till his/her retirement. Therefore, to show greater progress, more efforts to be done at 

both the theoretical and practical level. More search into valuation methods and models, 

and the practical implication of these, is required together working of both human 

resource and accounting professionals of Indian corporate sector.   
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Human Resources accounting, also known as Human Asset Accounting, involved 

identifying, measuring, capturing, tracking and analyzing the potential of the human 

resources of a company and communicating the resultant information to the 

stakeholders of the company.  It was a method by which a cost was assigned to every 

employee when recruited, and the value that the employee would generate in the 

future.  Human resource accounting is of recent origin and is struggling for 

acceptance. It is clearly said that, Human resources accounting is an accounting 

measurement system and a large body of literature has been published in the last 

decade setting for the various procedures for measurement.  At the same time the 

theory and underlying concepts of accounting measurement have received sizeable 

attention from academics and a substantial body of literature has developed. The 

conventional accountings of human resources are not recognized as physical or 

financial assets. Success of corporate undertakings purely depends upon the quality of 

human resources. Human element is the most important input in any corporate 

enterprise. The investments directed to raise knowledge; skills and aptitudes of the work 

force of the organization are the investments in human resource. In this context, it is 

worthwhile to examine and human resource accounting practices in corporate sector in 

India. Though Human Resources Accounting was introduced way back in the 1980s, it 

started gaining popularity in India after it was adopted and popularized by NLC. Human 

Resource accounting reflected the potential of the human resources of an organization 

in monetary terms, in its financial statements. Even though the situation prevails, yet, a 

growing trend towards the measurement and reporting of human resources particularly 

in public sector is noticeable during the past few years.  ONGC, Engineers India Ltd., 

BHEL, National Thermal Corporation, Minerals and Metals Trading Corporation, 

Associated Cement Companies, SPIC, Metallurgical and Engineering consultants India 

Limited, Cochin Refineries Ltd. Etc. are some of the organizations, which have started 

disclosing some valuable information regarding human resources in their financial 

statements. For valuing human resources, different models have been 

developed.  Some of them are opportunity cost Approach, standard cost approach, 

current purchasing power Approach, Lev and Schwartz present value of future earnings 

Model Flam holtz’s stochastic rewards valuation Models etc.  Of these, the model 
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suggested by Lev and Schwartz has become popular.  Under this method, the future 

earnings of the human resources of the organization until their retirement is aggregated 

and discounted at the cost of capital to arrive at the present value.  

Human Resource Accounting 

Management of any concern continuously strives hard for obtaining maximum 

efficiency. In order to measure the effectiveness of any firm the normal method is to 

examine financial statements. These statements include balance sheets in which 

physical assets such as cash accounts receivables, inventory and plant are recorded. 

These statements normally do not mention the productive capacity of the workers or 

goodwill of the company. HRA is the art of valuing, recording and presenting 

systematically the work of human resources in the books of accounts of an organization. 

Thus, it is primarily an information system, which informs the management about the 

changes that are taking place in the human resource of an organization. 

DEFINITIONS  

“Human Resource Accounting is the process of identifying and measuring data about 

human resources and communicating this information to interested parties.”  

American Accounting Society Committee on HRA  

 

“Human Resource Accounting is an attempt to identify and report investments made in 

human resources of an organization that are presently not accounted for in conventional 

accounting practice. Basically it is an information system that tells the management 

what changes over time are occurring to the human resource in the business.”  

Woodruff  

 

“A term used to describe a variety of proposals that seek to report and emphasize the 

importance of human resources – knowledgeable, trained and loyal employees in a 

company earning process and total assets.”  

Davidson and Roman L Weel  
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Objectives  

The basic theme of the present research paper is to study the human asset valuation 

practice in India. . Human asset valuation in India is mostly based on the present value 

of the future earnings of the people.  The Indian corporate world is showing interest in 

accounting for human asset value, in spite of the fact that there are no internationally 

accepted standards. 

The core objectives of the present paper are:  

1.  To investigate the practice of the Indian corporate sector in valuing their human 

assets.  

2. To suggest certain improvements/key point over the current valuation practices 

have adopted for companies.  

Indian Corporate Unit disclosing HRA 

There are about seventeen companies in India which have adapted the concept of 

human asset accounting.  These companies are:  

(1) The Bharat Heavy Electricals Ltd. (BHEL), which is the pioneer in publishing human 

resource accounts in the annual report since 1974-75.   

(2) The Steel Authority of India Ltd. (SAIL), which is a holding company consisting of 

five integrated steel plants, and two alloy steel units.   

(3) The Minerals and Metals Trading Corporation of India Ltd. (MMTC), which is the 

biggest trading Organisation in India  

(4) The Southern Petrochemicals Industries Corporation of India (SPIC), which is one of 

the biggest organizations, producing fertilizers, and chemicals.  
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(5) The Associated Cement Companies Ltd., one of the largest cement manufacturers 

in the private sector.  

(6) The Projects and Equipment Corporation, a Government of India undertaking.  

(7) Madras Refineries Ltd. an oil refinery company in the private sector.  

(8) The Hindustan Zinc Ltd. the only enterprise in India producing zinc.   

(9) Engineers India Ltd, one of the public sector consulting organizations.  

(10) The Oil and Natural Gas Commission, a Government of India Organisation  

(11) Oil India Ltd.  

(12) The Cement Corporation of India Ltd. (a Government of India enterprise).   

(13) Infosys Technologies Ltd. 

(14) Engineers India limited 

(15) Electrical India Ltd. 

(16) Hindustan Shipyard Ltd. 

(17) Tata Engineering and Locomotive Works 

Practices on HRA in India 

The Indian companies adopted the concept of human asset accounting for external 

reporting. About twelve companies are reporting human asset values in their annual 

reports as additional information (unaudited). In this paper, an attempt has been made 

to investigate into the human asset valuation practice of the Indian companies. All the 

enterprises have computed the present value of future direct and indirect payments to 

the employees as a measure of human asset value. The human organisational factors 

are hardly considered. After an evaluation of the existing practice some improvements 

to the existing valuation model have been suggested.  Finally, the need for the 
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development and preparation of standard guidelines format and procedures of human 

asset accounting has been underlined.  

As far as the statutory requirements go, the Companies Act, 1956 does not demand 

furnishing of HRA related information in the financial statements of the companies. The 

Institute of Chartered Accountants of India too, has not been able to bring any definitive 

standard or measurement in the reporting of human resources costs. While qualitative 

pronouncements regarding the importance of Human Resources is often made by the 

chairmen, in the AGM, quantitative information about their contribution is rarely 

recorded or communicated. There are a few organizations, however, that do recognize 

the value of their human resources, and furnish the related information in their annual 

reports. Even though, many benefits have contributed by HRA, yet its development and 

application in different industries has not been encouraging. Because Indian companies 

act 1956, does not provide any scope for showing any information about human 

resources in financial statement. Due to the development of business and industries, 

some of the Indian companies as discussed above , both public and private, value their 

human resources and report this information in their annual report. Most of the above 

said companies are adopted the below given model for valuing their human resource.   

Lev and Schwartz compensation model 
 
This model developed in 1971 by Lev and Schwartz for valuing human resources. Lev 

and Schwartz model is popular for calculating the value of HR used by public sector like 

SAIL and BHEL. It is based future earnings of an employee till his retirement. According 

to the model value of human assets is estimated for a person at a given age which is 

the present value of his remaining future earning from his employment and this 

represented by the following. 
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Where 

Vr= value of an worker r years old 

 I(t)= the individual’s annual earnings up to retirement   

 period  

T= retirement age of employee 

r= discount rate specific to the employee 

t= present year of service 

The model categorized whole work force in the various homogenous groups such as 

unskilled ,semi-skilled, technical staff, managerial staff and so on and also into different 

age groups. By using the formula calculated average earnings for different classes and 

age groups and present value of HR. Lev & Schwartz also recommended the use of 

cost of capital of the organizations for the purpose of discounting the future earnings of 

the employees to arrive at the present value. They recognized individual employee’s 

economic value to the organization. 

Conclusion 
 
Valuing human resources appear to be important to Indian organizations, most 

organizations do not value their human resources and plans to implement valuation of 

human resources are at a very early stage. Despite the interest in valuation there will be 

little or moderate progress in the area over the next five to ten years. In order to show 

greater progress, more needs to be done at both the theoretical and practical level. 

More search into valuation methods and models, and the practical implication of these, 

is needed together with the engagement of both human resource and accounting 

professionals in the debate on valuation and its implementation in practice. The core 

objective of the present paper is to investigate the practices of the Indian corporate 

sector in valuing their human assets. Human asset valuation in India is mostly based on 

the present value of the future earnings of the people. The study found that Lev and 

Schwartz model is popular for calculating the value of HR used by public sector like 

SAIL and BHEL. This model developed in 1971 by Lev and Schwartz for valuing human 

resources. It is based future earnings of an employee in the organization till his/her 
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retirement. Therefore, to show greater progress, more efforts to be done at both the 

theoretical and practical level. 
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