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Abstract

The article examined NTPC data related to Human Resource Accounting (HRA). It specifically analyzed key metrics,
including value added, the total number of employees, and the value added per employee. To investigate the relationships
among these factors, the author formulated two distinct hypotheses. The first hypothesis explored the connection between the
total value added and the number of employees. The second hypothesis looked into the relationship between the number of
employees and the value added per employee. The results of the analysis supported the first hypothesis while rejecting the
second. This indicates that as the number of employees increases, the total value added by the company also tends to rise.
However, the data did not show a significant connection between the total number of employees and the value added per
employee. A correlation method was utilized to assess the strength and direction of these relationships, providing a clearer
understanding of the data. The article concluded that both the company and its employees must take steps to implement HRA
effectively. Additionally, it suggested that support from legal bodies and accounting boards is essential in this process. This
collaborative effort could enhance transparency and better reflect the true value of human resources within the organization.
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Introduction

Numerous authors have urged companies, accounting
organizations, and regulatory bodies to adopt Human
Resource Accounting (HRA) as a standard practice. Despite
these repeated calls, no country or accounting institution has
taken significant steps to make HRA a mandatory part of
financial reporting. This absence of action raises the
question: why has HRA not been implemented? The lack of
a valid reason for this oversight is striking. Human
resources play a crucial role in the creation and
sustainability of various assets such as furniture, patents,
buildings, and machinery. These physical and intellectual
assets are routinely included in the balance sheets of
companies, reflecting their value and contribution to
business operations. However, the same recognition is not
afforded to human resources. This exclusion highlights a
gap in accounting practices and represents a significant
shortcoming in the field of accounting literature.

In India, a small number of public sector companies have
begun to acknowledge the importance of human resources
in their financial documents. One notable example is the
National Thermal Power Corporation (NTPC). Established
in 1975, NTPC has grown to become India's largest power
producer, with a total installed capacity of 76,442.78 MW.
For several years, NTPC has included metrics of value
added per employee in its annual reports. This practice not
only showcases the contribution of its workforce but also
sets a precedent for recognizing human resources in
financial statements. In summary, while some progress has
been made by individual companies like NTPC, the broader
issue of integrating Human Resource Accounting into
standard accounting practices remains unresolved. The lack
of attention to this area leaves a gap that needs addressing
for a complete understanding of a company's assets.

Human resources represent a critical element in production,
essential for the successful operation of any business,
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regardless of the availability of other resources such as
materials, machinery, and capital. This domain is
interconnected with all other components of a business,
including M' and P'. Human resources accounting is a
technique used to assess the value and costs associated with
human resources within an organization. This process
involves identifying and quantifying expenses related to
recruitment, selection, hiring, training, and development,
and subsequently presenting this information to relevant
stakeholders. In the early 1691, William Petty, a trailblazer
in this field, made the pioneering effort to assign a monetary
value to human beings, recognizing them as vital
contributors to every sector and considering them part of the
national wealth. Over the years, this concept has inspired the
establishment of various methods and procedures for
evaluating the worth and cost of individuals to an
organization. Numerous scholars have contributed to this
area, including Shultz (1960), William C. Pyle (1967), Flam
Holtz (1971-1975), and Morse (1973), among others. The
notion that 'employee satisfaction leads to customer
satisfaction, which in turn drives profitability' underscores
the importance of human resource skills, quality, creativity,
intelligence, and overall contentment as key factors in the
success of any informed organization.

Literature Review

Murugesan Selvam et al. (2019) [ conducted study on
“Intellectual Capital Performance and its impact on Indian
Commercial Banking Industry”. To quantify the influence
of IC on Indian commercial banks, the study offers to
analyse and estimate the VAIC. The influence of the Indian
banking sector's human and physical capital on the bank's
value-based performance was investigated. Over the
research period, the general performance of sample banks
improved, according to the study. The report demonstrates
the disproportionate expansion of a few segments of the
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Indian banking industry. The study attempted to examine
the implications of the Indian banking sector's business
performance from the standpoint of intellectual capital, and
discovered that there is a strong link between IC and
financial success of chosen enterprises.

Murugesan Selvam et al. (2019) ™M conducted a study titled
“Intellectual Capital Performance and its Impact on the
Indian Commercial Banking Industry.” This research aimed
to quantify the effect of intellectual capital (IC) on Indian
commercial banks by analyzing and estimating the Value
Added Intellectual Coefficient (VAIC). The study explored
how human and physical capital within the Indian banking
sector influences value-based performance. Findings
indicated an overall improvement in the performance of the
sampled banks throughout the research period. The report
highlights the uneven growth across various segments of the
Indian banking industry. Additionally, the study sought to
assess the implications of business performance in the
Indian banking sector from an intellectual capital
perspective, revealing a significant correlation between IC
and the financial success of the selected institutions. C C
Christian (2022) @ conducted a study titled “Artificial
Intelligence In Human Resources Management And Human
Resource Accounting In Nigerian Public Sector,” which
explored the integration of artificial intelligence in human
resources management and emphasized the necessity of
representing this critical asset in financial statements as part
of government financial performance. The research utilized
a descriptive design, making it exploratory in nature,
supported by a comprehensive review of relevant literature
on artificial intelligence, human resources management, and
human resources accounting. The findings indicated that
artificial intelligence is progressively influencing various
aspects of human resources management, yet many
organizations have not adequately acknowledged these
changes in their financial statements as required.
Consequently, the paper recommended that human
resources in the public sector should be accurately evaluated
and further enhanced through motivational training and
development, as well as an understanding of the
organization's needs. This approach will aid in assessing the
government's financial performance, as it will be reflected in
the financial statements. Additionally, the impact of
artificial intelligence on human capital within organizations
suggests that the costs associated with acquiring both
artificial intelligence and human capital will also be evident
in the organization's financial statements. Future empirical
research is encouraged to further investigate the relationship
between these variables. D. Johar et al. (2022) conducted a
research study titled "Study of Human Resource Accounting
Practices—An Overview,” which outlines the concept of
Human Resource Accounting (HRA) that emerged in the
1980s. HRA involves the identification, communication,
and measurement of data related to human resources. In
today's competitive market, it is increasingly challenging to
locate individuals who are both knowledgeable and highly
motivated. Nevertheless, human resources remain a critical
component of any organization or business. The absence of
human involvement can significantly diminish operational
efficiency, as human performance is essential across all
business functions and levels, complementing machine
efficiency. Therefore, it is imperative for companies to
acknowledge and value their employees as vital assets and
investments. This paper aims to explore human resource
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accounting practices, identify associated challenges and
issues, and provide recommendations based on the study's
findings. ShreeLatha H R and colleagues conducted a study
in 2018 titled “Measuring Personnel Through Human
Resource Accounting Reports — A Case Study Of Hindustan
Petroleum Corporation Ltd.” This research highlights the
critical role of human capital in determining the success of
an organization. Effective and efficient use of human
resources is essential for any business looking to thrive.
When employees are motivated and dedicated, the
machinery and technology within the organization operate at
their best. This leads to higher quality outputs and,
ultimately, increases profits. The wvalue of human
contribution to an organization's growth can be captured in
the words of Vedavyas from the epic 'Mahabharath', which
emphasizes that “nothing is superior to man.” This
perspective underlines the necessity of recognizing human
beings as the most important asset in any company. With
this foundation, the study aims to define Human Resource
Accounting (HRA) and explore how human capital is
measured for financial reporting. The paper also discusses
the specific HRA practices adopted by Hindustan Petroleum
Corporation Limited (HPCL). These practices help
organizations understand the worth of their employees and
make informed decisions that promote growth and success.
A study conducted by Venugopal and colleagues in 2019
explored the value of human resource accounting in
strategic planning and decision-making. The research
highlighted the importance of both human resources (HR)
and accounting in organizations. Despite their significance,
these two areas often function separately, with limited
collaboration. This separation has led many businesses to
overlook how intertwined employee performance is with
financial outcomes. Traditionally, companies viewed
employees primarily as costs. Expenses like salaries,
benefits, recruitment, and termination received far more
focus than the positive contributions that employees made to
the business. This mindset is shifting. Businesses are
beginning to recognize that employees are not just expenses
but essential assets that drive success.

Today, companies are starting to value employee
contributions more deeply. Factors such as productivity,
expertise, creativity, and problem-solving skills are now
seen as vital for generating revenue and increasing profits.
This change in perspective is significant. As organizations
adopt this new viewpoint, they can enhance strategic
planning and make better-informed decisions that take into
account the full value of their workforce. Understanding
human resources as critical to financial success allows
companies to harness the true potential of their employees,
creating a more integrated approach to managing people and
finances.

Scope and limitations of the study

This research focused exclusively on a single company. The
data analyzed in this study is limited to a period of ten years.
This specific timeframe provides a clear snapshot of the
company's performance and trends over the last decade. By
concentrating on just one organization, the findings may
reflect unique circumstances and factors that could differ
from broader industry trends or other companies. This
approach allows for an in-depth analysis of that company's
history, strategies, and results. However, it also means that
the conclusions drawn may not apply universally across
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different businesses or sectors. The limited scope can
restrict the generalization of results, as they are tied to the
specific context of this single entity.

Objectives of the study

1. To examine the correlation between the value added by
the company and the value added per employee.

2. To investigate the connection between the number of
employees and the value added per employee.

Hypothesis

HO1: There is no significant correlation between the value
added by the company and the value added per employee.
HO2: There is no significant correlation between the number
of employees and the value added per employee.

Research methodology

The author employed a descriptive research design for this
study. This method allowed for a comprehensive
examination of the subject matter without manipulation of
variables. To analyze the data and test the hypotheses, the
Pearson correlation method was applied. This statistical
technique measures the strength and direction of the
relationship between two variables. The analysis was
performed using MS Excel, a widely used software that
provides powerful tools for statistical computations. All the
data utilized in this research came exclusively from
secondary sources. The author relied on existing
information rather than collecting new data. Specifically, the
data consisted of annual reports from NTPC, a major player
in the power sector. These reports were sourced from the
National Stock Exchange (NSE) website, ensuring the
information was both reliable and accessible. The study
covered a significant time frame of ten years, from the
financial year 2013-14 to 2022-23. This period allowed for a
detailed assessment of trends and patterns in the data. By
analyzing a decade's worth of information, the author aimed
to draw meaningful conclusions about the subject,
contributing valuable insights to the existing body of
knowledge.

Analysis of data

The table included below provides crucial information about
two important factors: the total number of employees in the
organization and the value added for each employee. This
data is essential for understanding the productivity and
efficiency of the workforce. By examining these figures,
one can gain insight into how effectively the organization
utilizes its human resources to generate value. The number
of employees indicates the size of the workforce, while the
value added per employee reflects the economic
contribution made by each individual. Together, these
metrics help assess overall performance and guide future
decision-making. The following table clearly summarizes
this important data for review and analysis.

Table 1: Correlations

Number of [Value added per
employees employee
Number of Pearson Cor.relation 1 -.928™
employees Sig. (ZI\—ltalled) — (i(())o
Value |Pearson Correlation -.928" 1
Added Per|  Sig. (2-tailed) .000
Employee N 10 10
**_Correlation is significant at the 0.01 level (2-tailed).
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The data presented in the table indicates that there is no
significant positive relationship between the number of
employees and the value added per employee when
evaluating at a 5% significance level. This suggests that
changes in the number of employees do not lead to
corresponding changes in the value each employee adds. As
a result, the hypothesis, labeled H02, which assumes there is
no relationship, is accepted. This outcome implies that
increasing the workforce does not necessarily enhance
productivity or value creation on a per-employee basis.
Understanding this relationship is crucial for decision-

making in workforce management and organizational
efficiency.
Table 2: Correlations
vValue added Value added per
employee
Pearson Correlation 1 .999™
Value added Sig. (2-tailed) .000
N 10 10
Pearson Correlation .999™ 1
\gf':;afodeede Sig. (2-tailed) 000
per employ N 10 10
**. Correlation is significant at the 0.01 level (2-tailed).

The table presented offers clear evidence of a positive and
significant relationship between value added and value
added per employee. This relationship is statistically
significant at the 5% significance level. As a result, we
reject the null hypothesis denoted as HO1l. The analysis
indicates that as value added increases, there is a
corresponding increase in the value added per employee.
This finding suggests a strong link between overall
productivity and individual employee contribution within
the organization. Such insights are essential for
understanding how efficiency and productivity are
interconnected in a business setting. The rejection of the
null hypothesis confirms that the data supports the notion of
enhanced employee performance as value added rises.

Findings and Discussions

Analysis revealed that there is no clear connection between
the number of employees and the value added per employee
within the company. As the workforce shrinks, the value
added per employee also tends to decline. This finding
contrast sharply with another observation: a positive
relationship exists between total value added and value
added per employee. In other words, when total value added
grows, the value created by each employee increases as
well. This shows that while having fewer employees may
lead to lower individual productivity, increasing the overall
output of the company leads to enhanced productivity per
employee. Thus, the dynamics between these two sets of
data highlight important trends in employee efficiency and
overall company performance.

Conclusion
Over the years, the importance of Human Rights
Assessment (HRA) has been growing significantly,

prompting companies and employees alike to take notice.
There has been a widespread push for the integration of
HRA into annual reports, underscoring the need for a
proactive approach towards social responsibility. Despite
being a topic of discussion for many years, the practical
implementation of HRA has fallen short in many instances.
However, it is heartening to observe that some companies
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have begun taking the necessary steps to include detailed
HRA information in their annual reports, demonstrating a
genuine commitment to transparency and accountability. As
such, stakeholders are encouraged to familiarize themselves
with HRA practices and actively participate in its effective
implementation to drive positive change within their
organizations and beyond. Efforts in this direction not only
promote ethical business conduct but also contribute to a
more sustainable and socially-conscious global business
landscape.

Reference

1.

10.

11.

12.

Selvam M, Thanikachalam V, Kathiravan C,
Sankarkumar AV, Dhamotharan D. Intellectual Capital
Performance and its Impact on Indian Commercial
Banking Industry. Journal of Engineering and Applied
Sciences, 2019, 14(8).

Christian CC. Artificial intelligence in human resources
management and human resource accounting in
Nigerian public sector, 2022.

Roopalatha N. Study of Human Resource Accounting
Practices-An  Overview. Journal of Contemporary
Issues in Business and Government,2022:28(4):889-
893.

Shreelatha HR, Sinha R. Measuring Personnel through
Human Resource Accounting Reports—A Case Study of
Hindustan Petroleum Corporation Ltd. International
Journal of Recent Scientific Research,2022:9(3-
1):25241-25244.

Venugopal A, Gupta P. A study of value of human
resource accountin in strategic planning and decision
making. Advance and Innovative Research, 2019, 1.
Das Gupta A, Kavitha C. A study on human resource
accounting (Hra) a new paradigm in the field of
accounting by considering human resource as an assets
of an organization, 2019.

Ali M, Hossain MS, Anik RH. Determinants of human
resource accounting disclosure: An analysis on Dhaka
Stock Exchange (DSE) listed financial institutions. The
Jahangirnagar Journal of Business
Studies,2020:9(1):181-196.

Adejuwon AM, Olurankinse F, Jinadu O. Corporate
determinants and human resource accounting disclosure
of listed banks in Nigeria. International Journal of
Human Resource Studies,2020:1(4):303-317.

Pala BK. Importance and Challenges of Human
Resource Accounting in Indian Companies, 2021, 6(6).
Vidhyayana-An International Multidisciplinary Peer-
Reviewed E-Journal-1SSN 2454-8596.

Dubey M, Kaushik R, Sengar V. T he Human Resource
Accounting: An Unseen Aspect of Employee Turnover
Ratio. Global Journal of Enterprise Information
System,2019:11(1):106-111.

Ali M, Hossain MS, Anik RH. Determinants of human
resource accounting disclosure: An analysis on Dhaka
Stock Exchange (DSE) listed financial institutions. The
Jahangirnagar Journal of Business
Studies,2020:9(1):181-196.

Wiyad MS, Pertiw IF, Trisnawati R, Abdullah NH.
Practices of Human Resource Accounting Disclosure:
A Comparative Study across ASEAN
Countries. Universal Journal of Accounting and
Finance,2021:9(3):306-315.

63

13.

14.

15.
16.
17.
18.
19.
20.
21.
22.
23.
24,
25.

26.

www.managejournal.com

Modupeola BB, Solomon E. Firm Structure and Human
Resource Accounting Disclosures (HRAD) in listed
Financial Firms in Nigeria, 2021.

Kusumastuti S. Company characteristics, performance,
and disclosure of human resource accounting: empirical
study of banking companies in Indonesia. International
Journal of Economics, Business and Accounting
Research (IJEBAR),2021:5(1):461-471.
http://ntpcindia.com
http://www.cementcorporation.com
http://www.hindustanpetroleum.com
http://www.goidirectory.nic.in/psucentral.htm
http://www.sarkaritel.com/psu/index.htm
http://en.wikipedia.org/wiki/Human_resource_accounti
ng

http://financemind.blogspot.in/2011/02/human-
resource-accounting- practices-in.html
http://www.citehr.com/163143-human-resource-
accounting-financial- terms.html
http://www.scribd.com/doc/8358363/Human-Resource-
Accounting#page=13
www.icaiknowledgegateway.org/index.php?...intellectu
al-property
https://www.shrm.org/resourcesandtools/tools-and
samples/toolkits/pages/humanresourceaudits.aspx
https://www.waldenu.edu/programs/business/resource/
what-is-an-hr- audit-and-why-is-it-important



