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Abstract

The success of any organi zation depends on
the quality of human resources working in it,
whether it is associated with manufacturing,
service or retail outlet.Human resources are
valuable assets that are utilized to boost
productivity, earning capacity, wealth and profit,
mar ket value, economic value addition, etc., inthe
same way that physical assets are used to raise
any corporate organization’s earning capacity.The
primary purpose of the present paper isto examine
the human resource accounting disclosure (HRAD)
practices of the Indian top ten I.T sector
companies. The study sampled top 10 I.T
companies listed on BSE, selected on the basis of
mar ket capitalization. Using the HRAD checklist,
the annual reports of the selected companieswere
examined to determine the extent of HRAD
information they contained. The year of the study
i152023-24. Thethirty itemsinthe HRAD checklist
were devel oped following a thorough assessment.
The results reveal that most of the I.T companies
are aware of HRAD and voluntarily disclosing
some of the information related to the human
resources in annual reports. However, sinceit is
not mandatory to disclose Human Resource
Accounting information, itsdisclosureisquitelow.

Human Resource Accounting, HR Disclosure Practices, Disclosure checklist.

I ntroduction

Decisonsonlong-terminvestmentsin an organi zation are aided by knowledge about itsinterna strength

provided by human resource accounting. This also affects the employee’s performance and bargaining strength.
However, despiteits significance, management philosophers had long neglected to give the study of an
organization’s human resources the necessary attention. The financial accounts are prepared in accordance
with the Indian Company Law, a beit with certain limitations. Other than the salary provided tothemand the
number of empl oyeesrecel ving compensation exceeding aspecificleve annudly, thereisno spacefor displaying
any important information concerning human resourcesin financia statements. However, nothing prevents
busi nessesfrom includinginformation regarding the va ue of their human resources and the outcomes. The
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earliest attempt to quantify human worth in monetary termswas conducted in early 1691 by pioneer Sir
William Petty.Currently, Human ResourceAccounting Disclosure (HRAD) in Indiaisvoluntary in nature,
smilar tomost other devel oping countries. Dueto this, HRAD produced by Indian companiesisunorganized,
inconsi stent and unique among companies. Thus, itisnecessary toinvestigatethisfield in order to assist the
government in establishing asuitableassessment. Additiondly, it will help standardizetheway that HR related
informationisdisclosed.

Review of Literature

Mohiuddin and M eher Nigar (2017) investigated the concept of human resource accounting that
emphasi zesthe value of human capital asan asset from the standpoint of strategic HR planning. They use
Human Capital, Intellectual Capital Approach asthekeyword of thisresearch. Descriptive and conceptual
study method use and conclude that Human ResourceA ccounting isacrucia processin human resource
management, i dentifyi ng and measuring dataabout human resourcesand communicating thisinformationto
stakeholders. It providesabasisfor controlling human asset value, valuing investmentsin employees, and
ading in strategic planning, decision-making, and budgetary controls. It hel psorgani zations makeinformed
decisionsabout recruitment, promotion, transfer, retention, and reall ocation of plants.

P.Rolla (2017)the study’s objective is to offer empirical insights into the connection between an
organization’s talent inventory and the prevalence of human resource accounting. One of the main tenets of
strategi c human resource management isthe val uati on of human resources. Empirical research, particularly
those conducted in wed thy nations, has strongly supported thisargument. The study demonstrated that HRA
and endogenous variablesbus ness, technical, and strategi c human resource management skillshad asubstantia
positive correlation. Herecommended increas ng theinvestment in human resourcesand skills.

Bavali & Jokar (2014) they studiesthat first, examinesdimens ons of various val uation model s of
human resource and then they are compared with Goleman individual and social competency indicators.
Next, individud , organizational and socia competency indicatorsare designed through devel oping Goleman
model. They cameto the conclusionthat human resource accounting has not advanced or been eval uated to
an acceptabledegree, and that managersand HR accountantsin different organi zationsare unableto examine
thecomplexity of the present HR models. Consequently, the Goleman mode haslittle chanceof survivingin
thiscontext.

Dyana & Kesavan (2014) conducted a study to analyze the relationship between the
financia performances with Human Resource A ccounting Disclosure (HRAD) among theselected Indian
Companies.For thisstudy, financid information was gathered from four busi nesses between 2005 and 2012.
They calculated how the predictor variables affected the response variable, which displays the private companies’
financia success. The outcome demonstrated that, among the chosen companies, therewasavery strong
correlation between ROA, ROE, and HRAD when compared to public enterprises.

Limitations of the Study

The study period of theabove study islimited to 2023-24 year only. Only Top Ten|.T sector companies
viz., TataConsultancy Service, Infosys, HCL Technologies, Wipro Limited, LTIMindtreeLtd., TechMahindra
Ltd, Persistent SystemsL td, Oracle Financial Services Software Ltd, Coforge Ltd, Mphasi S Ltdhave been
considered for the study of disclosure of Human Resource Accounting variables. This study isbased on
secondary datawhich are collected from annua reports of companies. Thelimitation of secondary datamay
asoinfluencethestudy.Another limitationisthe subjectivity of thedisclosureindex asitisnot astandardized
index. The present study focused on top ten . T sector companies in the year 2023-*24 only in future another
sector should aso beexplored.

Research Design and Methodology
Sample
The present study isempirical in nature and isbased on the secondary data. The study isfocused on
HRAD practicesof I.T sector in India. The companieslisted on BSE forming part of theindex hasbeen top
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ten I.T sector companiesin India selected as a sample for the present study. All the 10 companies are
considered for the study. The study has examined annual reports of all the ten companies for the year 2023-24.
Human Resour ceaccounting Discloser checklist

For the purpose of reviewing theannua reports of thesd ected companies, ahuman resource accounting
disclosure checklist was created. After examining annual reportsand doing aliterature study, thischecklist
was created. This checklist’s primary goal is to draw attention to the top 10 IT sector businesses disclosure of
human resourceinformation. Therearethirty thingson thefinad HRAD checklist that wascreated. Table 1
displays the checklist’s specifics. Numerous facets of HRA information are covered by the checklist.

Table 1. Human ResourceA ccounting Checklist

Sr. Disclosure Items Sr. Disclosure ltems
No. No
1 | Number of Employee 16 | Provident Fund
2 | Employee Hired on atemporary basis | 17 | ESOP
3 | Age Wise Segregation of employee 18 | H.R. Vauation Model
4 | Average Age of the employee 19 | Human Resource Value
5 | Gender Wise Segregation 20 | Discount Rate
6 | Group-wise distribution 21 | Pension fund
7 | Number of Disabled Employees 22 | Employee Turnover
8 | Employee Cost 23 | Employee Turnover Age wise
9 | Employee Remuneration 24 | Gratuity
10 | Provision For Remuneration 25 | Profit per employee
11 | Manageria Remuneration 26 | Leave Encashment
12 | Training and Development Expenses | 27 | Other Employees benefits
13 | Number of Employees who have 28 | Employee Benefit Fund/
undergone Training Worker Fund
14 | Gender Wise Segregation of 29 | Sdary Escalation Rate
employees undergone for training
15 | Human Resource Development Fund | 30 | Superannuation Fund

Content Analysis

Based on thefinalized criteria, acontent analysi s technique was used to examinetheannual reports of
the Selected |. T sector Companies. Inthe present research, words are used as unitsfor examining the content.
Further annud reportsof sdected compani eswereanayzed by following adichotomous procedure. A company
scores1if theitemisdisclosed in annual reportsand O if theitemisnot disclosed. Thetotal HRAD scoreis
obtained by summating all the score awarded to aparticular company.

Analysis and Findings

The examination of annua reportsof the sal ected compani es highlighted that most of thecompaniesare
aware of theimportance of the employees of their organi zation and al so recogni zing and appraising their
effortsintheannua reportsin descriptiveform. However, none of the company ismeasuring theva ue of their
employeesin monetary terms. Annua reportsof the sampled companiesfor the year 2023-24 were examined
onthebassof thefinalized HRAD checklist withthehelp of content analysis. Thetotd scoreattained by each
company iscd culated. Table 2 showstota HRAD score of each company. TheaverageHRAD countcomesto
be 19 out of 30. Thisiscons dered to bevery low ascompared to maximum obtainable score(25). It Sgnifies
thelow level of HRAD acrossselected I.T sector companies. However, none of the company scored zero.
Thisimpliesthat all the companiesare aware of theimportance of the disclosure of information rel ated to
human resources of the company. But disclosureis considered to be voluntary in nature as Government and
other lega committeeshave not made any Act to discloseand eva uate theinformation rel ated to empl oyees
of theorganization. Asaresult, thereisalow level of HRAD intheannua reportsof the sel ected companies.
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Table2: Top Ten|.T Sector Companies Disclosure Score (Year: 2023-24)

Sr. Company Disclosure | Sr. Company Disclosure
No. Score No. Score

1 | TataConsultancy Service 20 6 | Tech MahindralLtd 25

2 | Infosys 18 7 | Persistent Systems Ltd 22

3 | HCL Technologies 20 8 | Oracle Financia 15

Services Software Ltd
4 | Wipro Limited 18 9 | Coforge Ltd 20
5 | LTI Mindtree Ltd. 21 10 | MphasiSLtd. 13

Table 3 showsasummary of theHRAD accordingto individual elementsof the checklist. It canbe
deduced from thetablethat commonly disclosed itemsare No. of employee, employees cost, provisionfor
remuneration, employeeremuneration, managerial remuneration, gratuity, other employee benefit, provident
fund. Whiletheleast disclosed itemsareEmpl oyee Turnover Age wise, AverageAge of theemployee, Group-
wisedigtribution,H.R. valuation model , human resource va ue,human resource devel opment fund, profit per
employee, age wi se segregation of employee. Thenon-disclosure of human resourceval ue, va uation model
and human resource devel opment fund indi cated that none of the company iseva uating their human resources.

Table3: Summary of thedisclosed information

Sr. Disclosure Items Total Sr. Disclosure Items Total
No. number of | No number of
companies companies
disclosing disclosing
1 | Number of Employee 10 16 | Provident Fund 10
2 | Employee Hired on a 08 17 | ESOP 08
temporary basis
3 | Age Wise Segregation of 02 18 | H.R. Vauation Model 00
employee
4 | Average Age of the 01 19 | Human Resource 00
employee Vaue
5 | Gender Wise 08 20 | Discount Rate 10
Segregation
6 | Group-wise distribution 02 21 | Pension fund 09
7 | Number of Disabled 06 22 | Employee Turnover 08
Employees
8 | Employee Cost 10 23 | Employee Turnover 01
Agewise
9 | Employee Remuneration 10 24 | Gratuity 10
10 | Provision For 10 25 | Profit per employee 00
Remuneration
11 | Managerid 10 26 | Leave Encashment 03
Remuneration
12 | Training and 03 27 | Other Employees 10
Devel opment Expenses benefits
13 | Number of Employees 09 28 | Employee Benefit 09
who have undergone Fund/ Worker Fund
Training
14 | Gender Wise 09 29 | Sdary Escalation Rate 08
Segregation of
employees undergone for
training
15 | Human Resource 00 30 | Superannuation Fund 08
Development Fund
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Summary and Conclusion

The study investigated the discl osure of Human Resourceinformation of Indian |.T sector top ten
companies. A 30itemsHRAD checklist wasdevised onthebasisof after reviewing theliteratureand examining
theannua reports of the sel ected companiesto assessthedisclosureof HRAD information. Overall thestudy
concluded that selected top ten I.T compani es are disclosing HRA information to amoderatelevel only.
Further, thedisclosurelevel of most of the companiesisquitelow ascompared to amaximum score of the
developed checklist. Theanalysisfound that most of theinformation disclosed was descriptive. Noneof the
companies measured their human resourcesin financia terms. The major reason of non-measurement of
Human resourcesisthe preciseness of computation methods Human Resource A ccounting.Furthermore,
since HRA reporting isnhot mandatory, which makes compari sons between companiesmoredifficult. Butitis
important to notethat none of the ten compani es sampl ed recel ved azero score.Thisshowsthat companies
areawareof theimportance of Human Resourceinformation but thelevel of evaluation by expressingitin
financid termsislow duetoitsvoluntary nature.

Thisinformationwill helpvariousstakeholders. Investorswill be ableto maketheir investment decisions
moreefficiently based on thisinformation so that toimprovethediscl osureleve , the government should make
HRA measurement and reporting mandatory for every organization. Thiswill aso bring consistency inHR
assessment and reporting across companies. Asaresult, comparison of thisinformation between companies
will becomemeaningful and useful. HRAD dso hasapositiveimpact on employeesasmanagerswill beable
to make better decis onsregarding employees by considering thefinancia aspect of theemployees. Moreover,
thispracticewill dso help companiesretainta ented and experienced empl oyeesin the organi zation.Employee
loydty tothecompany increases asaresult of feding appreciated by the company. Thiswill act asacompetitive
advantage for the organization over other businesses.
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