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Abstract

Intangible assets like Human resources are a very important asset for a 
firm. Human capital is an important part of intellectual capital. The 
success of any firm depends on the quality of its human resources, 
whether it belongs to any sector or any industry. Physical assets are 
used to increase earning capacity of any business organization, and 
used to increase productivity, earning capacity, increasing the wealth 
and profit, market value, economic value added, etc. Nowadays 
because of the global transition service industry has become one of the 
leading industries which are mainly based on human resources. This 
study focuses on the implication in Human Resources Accounting and 
to measure the impact of HRA on a firm's performance and Managerial 
Efficiency.  The aim of the study is to measure the contribution of 
human resources, and their impact on managerial efficiency and 
valued HRA. Primary data is taken to test the hypothesis. Statistical 
tools like regression, Structural Equation model and artificial neural 
network is used to analyze the result. 
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 Introduction

Success  of  corporate  undertakings  purely  depends  upon  the  
quality  of  human  resources.  It is accentuated that; 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 and to understand how the HRA is 
effecting the financial and overall performance of the company. 
(Sharma, A. 2012).

HRA comprises the energies, skills, talents and knowledge of people 
which are, or which potentially can be applied to the production of 
goods or rendering useful services (Syed (2009).

It  is  simply  an  attempt  to  identifying  measuring  and 
communicating  information  about  human resources and it ought to 
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be viewed as a metaphor. It's the way of thinking about 
management of people. It is a recording of transactions 
related to the value of human resources.

It is highly complicated in today's market to find well 
knowledge, and highly motivated people. But Human 
Resource is one of the most important operations for any 
organization or business. Without the human involvement 
can lose its efficiency in work, and all the areas of business 
and levels human efficiency is required with machine 
efficiency. (Ks, G. 2018). 

 Literature Review

Oko, S (2018) explained in his paper on A Human Resource 
accounting system identifies the costs occurrence 
associated with manpower and separates such human cost 
from other costs of business. It is therefore significant in 
deciding and affecting corporate investment and 
employment decisions of management. It is concluded that 
capitalizing human assets would positively impact on 
performance and financial position of organizations and 
recommended its disclosure as intangible asset in the 
balance sheet.

Amahalu, N., Abiahu, M.-F. C., Chinyere, O., & Christian, 
O. (2016) ascertained the effect of Human Resource 
Accounting on Financial Performance of deposit money 
banks listed on Nigeria Stock Exchange in their study. The 
specific objectives are to ascertain the effect or otherwise 
of staff cost on return on asset, return on equity and market-
to book value of banks listed on the floor of Nigeria Stock 
Exchange from 2010-2015.

Sharma, R., & Sharma, A. (2013) conducted a study with a 
view to study current practices of human resource 
accounting in Infosys limited and to find relationship 
between human resource values and rate of return, fixed 
assets, current assets, total assets and value added. The 
researcher found that there is a highly positive correlation 
between no. of employees and earning capacity of 
company. Human assets have equally contribution like 
fixed assets in value addition of company. The researcher 
also concluded that sound financial health of company is 

due to its appropriate human resource value.

Sharma, A. (2012). Commented on the applicability of 
HRA system that it can be used to enhance performance of 
employees as well as company and to take a variety of 
decisions in the area of human resource management. But 
the number of organizations that have adopted HRA system 
in India is low as it is not compulsory for the Indian 
organizations to value human resources and mostly used by 
public sector but private sectors companies are least 
interesting. Still all those companies who are adopting this 
accounting system are enjoying their strong financial 
performance and efficient management.

Sen, D.K., Jain, S.C., Jat, S.L and Saha, R.K. (2008) 
concluded  in  their  study  whether HR information has 
any impact on internal decision-making i.e. in the context 
of personnel management decision-making related to 
employee recruitment and employee turnover  control in 
banking industry of Bangladesh. It is very important to 
know the perceptions of the management about the specific 
uses to which HRA information can be put. 

 Research Methodology

Research methodology comprises the research design, 
sample design, sources of data, selection of data, various 
designs and techniques used for analyzing the data. The 
methodology used for the study at hand is as under:

Research Design: The research design used for the 
research problem in hand is causal research as the objective 
is to determine which variable might be causing certain 
behavior, i.e. whether there is a cause and effect 
relationship between variables. In order to determine cause 
and effect, it is important to hold the variable that is 
assumed to cause the change in the other variable(s), 
constant, and then measure the changes in the other 
variable(s). This type of research is very complex and the 
researcher can never be completely certain that there are no 
other factors influencing the causal relationship, especially 
when dealing with people's attitudes and motivations. 

Total 18 questions were framed, they are segregated in 
various dimensions, on the behalf of nature of questions.
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Measurement Model

Figure1 Measurement Model

EMPIRICAL ANALYSIS AND FINDING



Measurement Model Evaluation

Assessment of the convergent and discriminant validity 
considered item loadings, CMIN (Chi square min). The 

model exhibited a good fit with the data, thus; x2=259.44 
with 129 df, x2/df = 2.012, p = 0.000; It is considered good 
if it's ranged between 1 to 3 (CMIN/df). It is 2.012 which is 
suggesting adequate reliability. 
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The case processing summary in table 11 shows that 176 
cases or 69.6 % are assigned to the training sample, 30.4% 
are assigned to testing time, which is used to train the model 

and 77 cases are assigned to the testing sample which is 
used to validate the model. 
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Table 13 gives information about the network. It describes 
the process of working. It works into three-layer: input 
layer, hidden layer, and output layer. It shows there are 8 

units working under input layer, 7 units are under hidden 
layer, and 1 unit is working under the output layer.



Fg-2 Input, hidden and output layer
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