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Abstract – Human Asset is characterized as the arrangement of information, abilities, capacities and 
different attributes (KSA&OCs) exemplified in person that are applicable to monetary action. They make as 
well as convey the items and services that are the foundation of businesses, thusly, the usefulness of 
human resources will affect by and large performance. However we never see individuals considered the 
monetary record. Bookkeepers have not focused on creating models to measures human asset and to 
show its worth yet to be determined sheet.  The fundamental target of the investigation is to investigate 
current discernments and practices in the space of estimation of human asset zeroing in on the 
significance of estimating human asset; distinguishing the obstructions for estimation of human asset; 
recognizing current measures being utilized and considered to be utilized; who ought to be liable for 
estimating it; and impact of human asset valuation information on corporate share decisions of financial 
backers. 
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INTRODUCTION 

The high level web and technology have acquired 
colossal changes in the current business of the 
present world. We live in the realm of information, 
where all business substances would need to make 
an upper hand in the raising worldwide market (Hitt, 
Wu &Zhou, 2002). New imaginative strategies must 
be received by any organization to coordinate with 
the cutthroat present reality. The accomplishment of 
organizations relies upon the learning and adoption 
of new process and procedures in all branches of the 
business. Aside from the current framework, 
organizations are showing a massive advancement 
with instilling the information technology (IT), 
particularly in the space of human resources.  

The different interior and outer powers an affect the 
business today for embracing new frameworks and 
technology in different divisions in an organization, 
henceforth this has prompted expanded tension on 
human resources office to receive new advances 
and to coordinate with the expanded contest and fast 
financial turn of events. With the organizational size, 
there is a development found in the human 
resources management which shows that there is a 
need for age of human resource reports and 
employee information ought to be kept up in 
organizations to embrace Human Resource 
Information Systems (Tripathi, 2011).  

 

Real Options Theory 

Real choices theory applies the thoughts of 
monetary decisions to interests in real assets. 
Monetary options are contracts created on assets 
that are absolutely tradable watching out (stocks, 
products, cash), offering rights to buy or sell the 
assets at a fated cost inside a pre-chosen date. 
Choices are made due to weaknesses about future 
gets back from ventures - the more unmistakable 
the eccentrics of the fundamental asset esteem, 
the higher is the weakness about gets back from 
that asset. Interests in decisions are made to 
administer threats of degrading of worth, or to 
benefit of the advantages of future excitement for 
esteem. Real decisions are made on real assets, 
which are somewhat not exactly equivalent to 
monetary assets.  

Real assets are obtained through ventures of time, 
effort, and money; make returns all through some 
time interval; pass on the threat of weakening of 
significant worth, and the possibility for energy for 
esteem (Amram and Kulatilaka, 1999). 
Nevertheless, as opposed to monetary assets, real 
assets may not be altogether tradable in business 
sectors; may be considerable (e.g., real home, 
plants and property, licenses, joint undertakings) or 
hypothetical (e.g., brand name, reputation, various 
leveled learning capacities); and may not be 
esteemed totally or explicitly in view of pith of 
imperceptible fragments.  
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Human Resource Accounting Models  

One of the fundamental issues has been to make 
authentic and strong measures to give information 
about human asset cost and worth in monetary 
clarifications. All through the long haul, different 
models have been progressed to enlist the worth of 
the human resource(s) as demonstrated in figure 1. 

 

Figure: 1. Diagram showing human resource 
accounting model 

Human Assets and Uncertainty  

A company's human asset involves the employees 
and the variety of their understanding, capacities, 
and limits, in any case called human capital. The firm 
can 'buy' the human capital by enrolling employees; 
and it can 'make' human capital through planning, 
proficient training, etc A couple of experts have 
examined human capital as a critical key asset for 
the firm (Becker and Huselid, 1998; Snell, Youndt 
and Wright, 1996; Wright, McMahan, and 
McWilliams, 1984). Hamel and Prahalad (1994) and 
Ulrich and Lake (1990) talk about how people are the 
guideline wellsprings  of 'skills' and 'capacities' of the 
firm. An enormous segment of the capacities that a 
firm has can be associated with human capital and 
thusly this sort of asset is viewed as essential for 
making and supporting high ground.  

In any case, human assets, as various sorts of 
assets, have a couple of weaknesses related with it. 
The future worth of human assets can be 
questionable (for instance execution of employees 
may go down after some time or occupation 
obligations may change causing a recluse between 
the individual and the work), which, as per real 
choices theory, is weakness of profits. The amount of 
employees mentioned may fluctuate as shown by 
monetary circumstances or there may be unexpected 
solicitations for capacities that the employees don't 
have. Real choices specialists have called this 
weakness of volume and blends.  

Valuation of Human Assets  

In Financial explanation just money related values 
can be set up, so human resources are additionally 
to be estimated in financial terms for 
acknowledgment in financial proclamation. For 
acknowledgment in financial articulation, valuation of 
human resources is required. Valuation likewise 
includes estimating the monetary values of 
individuals to association.  

 

Strategies for Human Assets Valuation  

1. Recorded cost technique  

This Method dependent on customary bookkeeping 
includes capitalization of the cost caused on 
improvement of human resources in light of the fact 
that such resources are relied upon to yield benefits 
past the current bookkeeping time frame. 
Accordingly, the sum really spend on enrolment, 
determination, arrangement, preparing and realizing 
which decides the investment in the human asset is 
aggregated and amortized yearly preposterous 
length of administrations of employees. The 
unexpired cost-the sum yet to be amortized-
address the measure of association's investment in  
the human resources. The constraint of this 
strategy is that the amortization of cost 
demonstrates a reduction in the value of assets 
quite a long time after year. Yet, really the value of 
human resources builds a seemingly endless 
amount of time after year with experience.  

2. Multiplier Method 

In this technique, representative is ordered into 
senior administration, center administration, and 
administrative employees. Multipliers are resolved 
for every one of these classes. The biggest 
multiplier would without a doubt apply to the senior 
administration though the littlest multiplier would 
apply to the lower levels in the chain of command. 
The multiplier is then applied to the total of the 
salaries and wages of each gathering to show up at 
the asset value. The main component is the 
multiplier in this technique and they should be 
reliable with the all out value of the business. The 
limit of this technique is that the multipliers are 
given based on chain of command yet at some 
point the lower staff gave the more advantage by 
his work however his value is resolved extremely 
low.  

3. Substitution cost Method  

Indeed, even as the very name recommends, this 
technique values the human resources dependent 
on the cost that it would take to supplant the 
association's current human resources. This would 
accordingly not consider the verifiable cost 
however the cost that would be caused on 
enrolment, enlisting, preparing and advancement of 
another representative to supplant the prior worker. 
Restriction of this technique is that it isn't generally 
be feasible to discover the specific substitution cost 
of an active representative.  

4. Opportunity cost Method  

To meet the restriction of substitution cost 
technique a chance cost strategy is recommended 
which decides the value of human asset based on 
a representative's value in elective employments. 
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The value of a representative is valued on the cost 
different divisions will pay for the help of a worker 
working in another division of an association or in 
another association. It uncovers a significant 
actuality that the chance cost is connected with 
shortage. The technique guarantees the ideal 
designation of human resources yet the use of this 
strategy is dicey except if the elective employments 
of a worker's administration accessible in an 
association are followed out.  

5. Financial value Method  

This strategy assumes that a segment of things to 
come incomes of the association are 
straightforwardly inferable from the human resources 
of the association. Subsequently the current value of 
future earnings determined by applying a reasonable 
limiting variable is taken to be the value of the human 
resources assets. The serious issue in the utilization 
of this technique is the measurement of the 
advantages that an association hopes to get from the 
future administrations of its employees.  

REVIEW OF LITERATURE 

Marcus (2012). As indicated by the casing work, 
managers  at high level has the high duty in outlining 
policies in organization. The primary attributes of HA 
F are Stake holders viewpoints, situational factors, 
HRM policies, HR results, and long haul outcomes. 
This model advantages both the organization and the 
partners. Henceforth this model is a cooperation 
approach. Brew at al., endeavoured to discover the 
interrelationship of those factors. Human resource 
consistently  manage to balance between the labor 
force and other organization of the organization . 

Shah, (2012). Human resource is an asset whose 
worth gets increased in value throughout the 
timeframe gave put, applied, and created the correct 
way Till date, organizations took almost no 
endeavours to give money related worth to human 
resource in its bookkeeping practice. Conduct 
researchers started endeavours to foster proper 
strategy for discovering the worth of human resource 
to the organization. They were against the customary 
bookkeeping practice for its inability to esteem the 
human resource of an organization alongside actual 
resources. The conventional idea recommended that 
consumption on human resource is treated as a 
charge against income as it doesn't make any actual 
asset. At present there is an adjustment of this idea 
and the costs caused on any asset (as human 
resources) ought to be treated as capital use as it 
yields benefits which can be inferred for an extensive 
stretch of time and could be estimated in financial 
terms.  

Woodruff (2013) By and large, an asset requires 
upkeep and advancement support from the 
organization to infer benefits in future for quite a 
while period. Additionally, human resource as an 

asset likewise requires training and improvement to 
keep up the service potential for the business. saw 
that regarding individuals as assets and bookkeeping 
them is intelligent and good to the assumption for the 
future financial advantages. The above examination 
upholds the view that the human resource is an 
asset as they are important resources to an 
organization and interests in such asset will assist 
organization with improving. 

Annual Report of Infosys, (2011-2012) From the 
1840s to the mid 1990s, a corporate worth was 
essentially determined by its  unmistakable assets-
esteem introduced in the corporate balance sheet. 
The management of organizations esteemed these 
resources and connected all their performance 
objectives and networks to these assets-profit from 
venture and capital turnover proportion. The market 
capitalization of organizations likewise followed the 
worth of unmistakable assets appeared yet to be 
determined sheet with the distinction only from time 
to time being above 25%. In the last 50% of the 
1990s, the relationship between market esteem 
and unmistakable asset esteem changed 
drastically. By mid 2000, the book worth of the 
assets addressed under 15% of the all out market 
esteem  

Human Development Report, 1996, referred to 
in Singh, (2002). As indicated by World Banks 
evaluation of 192 nations on average, actual capital 
records for 16% of absolute riches, characteristic 
capital records for 20%, and human capital records 
for 64%. This is much against the overall conviction 
that actual capital is the main useful riches. The 
strength of human capital is especially set apart in 
big time salary nations, for example, Germany, 
Japan, and Switzerland where it represents as 
much as 80% of human capital out of complete 
capital  

Danak, (2015). Accounting is a language of 
business. Initially, accounting was created as a 
detailing framework; so clearly it must be verifiable 
as likewise real. In any case, later on, the 
management of business and different partners 
needed it to add to management decision process. 
Normally, that would require a forward-looking 
methodology; and around there, it should work with 
gauges. When everything is opening out being 
exposed to market influences, there is a case for 
market esteem based accounting (i.e., valuation) of 
human resource  

OBJECTIVES OF THE STUDY 

1. To study on Human Resource Accounting 
Models  

2. To study on Human Assets and 
Uncertainty 
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RESEARCH METHODOLOGY 

Dependability and Validity of the Questionnaire  

Unwavering quality concerns the consistency of an 
action. That is, the propensity to acquire similar 
outcomes if the action was to be rehashed by 
utilizing similar subjects under similar conditions. To 
acquire a decent gauge of the unwavering quality of 
a poll, Cronbach's alpha is processed. The alpha 
coefficient means that the relationship among the 
things in a poll (Kielhofner 2006, refered to in Sarah 
and Kerry, 2009). Higher coefficients demonstrate 
expanded homogeneity of the things (Kielhofner 
2006, refered to in Sarah and Kerry, 2009). 
Homogeneity between things in a survey is alluring 
as it proposes that all things are identified with a 
similar area.  

Measurement of Human Asset: Theory and 
Practice 

Individuals the board is a key to progress and is the 
work of each administrator, not simply the human 
asset (HR) "division." This reality is demonstrated by 
the public assertions of the top directors, the idea of 
momentum and future authoritative changes, and 
arising logical exploration showing that the HR 
rehearses and monetary execution are connected 
(Boudreau and Ramstad, 1996).  

The advancement of HR measures from regulatory 
exercises to vital weapons is very much perceived, 
yet a relating development of Human Asset 
Measurement frameworks has not yet been seen. 
The division in bookkeeping among human and non-
Human Assets is fairly major in that while last is 
perceived as a resource and recorded as such in the 
fiscal summaries, the previous is completely 
disregarded. With the sped up development in 
science and innovation, the worth of Human Asset is 
step by step expanding and henceforth it is 
fundamental for an organization to mirror the interest 
in HR. 

A board of trustees of American Accounting 
Association (1973) on an explanation of Basic 
Accounting Theory emphatically condemned the act 
of doling out a zero worth to a resource in monetary 
record expressing that expenses ought to be 
promoted when they are brought about to yield future 
advantages. Likewise, a legitimate coordinating of 
expenses and income is absurd except if the 
expenses on enrolment, preparing, and 
advancement of staff are promoted over their 
compelling help lines (Batra, 1995). Singh and Gupta 
(2008) found that there is a colossal distinction 
between cost brought about on a representative by 
an association and the worth of their workers. Hence, 
the worth ought to be founded on the commitments 
made by a person to the association.  

An individual has a bunch of capabilities and a worth 
is doled out to every one of these skills. The entirety 
of it is the worth of a representative and the whole of 
the worth of all workers is the human resources of 
the association (Mahalingam, 2001). An expertise 
has a worth inasmuch as it can get a return. 
Whenever it has confirmed that there is esteem, 
there is a need to set up its evaluation.  

Human Asset Measurement Models 

I. Monetary Models 

A financial model manages money related 
perspectives that are associated with human 
resource. This money related angles can be cost-
based or esteem based models. 

A. Cost Based Models 

The expense put together methodology centers 
with respect to the expense boundaries, which 
incorporates authentic expense, substitution cost, 
or opportunity cost. These models incorporate the 
boundaries like spending, settlements, and costs. 
These expenses can be really come about or 
determined. Similarly, the expenses can be caused 
before or anticipated for what's to come. The 
different Cost based models (as demonstrated in 
Figure 1) are as per the following: 

 

Figure 1: Diagram Showing Cost Based Models 

a) Historical Cost Method 

Recorded Cost or Acquisition Cost or Outlay Cost 
alludes to the consumption caused by the 
association on enlisting, choosing, and recruiting 
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individuals to meet an association's present and 
future human asset needs. Improvement costs 
alludes to the expenses caused to prepare an 
individual either to give the degree of execution 
ordinarily anticipated from a person in a given 
position or to upgrade the person's specialized, 
authoritative in a given position or to upgrade the 
person's specialized, regulatory, or relational 
abilities. Advancement costs incorporate three 
segments: direction, off-the-work preparing, and 
hands on preparing 

► Merits 

1. It is simple and meets the test of principles of 
accounting i.e., it is only an extension of the concept 
of proper matching of cost and revenue. 

► Demerits 

1. It is difficult to estimate the number of years 
an employee will stay in the organization leading to 
difficulty in estimating the number of years over 
which the capitalized expenditure is to be amortized. 

DATA ANALYSIS 

Statistical Tools & Methods 

Information for the current investigation has been 
gathered by utilizing an organized survey from 150 
representatives working in various businesses inside 
assistance area. The factual Analysis joins univariate 
investigation, bivariate examination, and multivariate 
investigation. The factual strategies applied in the 
examination have been utilized for both distinct and 
inferential purposes. The information has been broke 
down with by utilizing the Microsoft Excel, Predictive 
Analytic Software (PASW), and Analysis of Moments 
of Structure (AMOS).  

Research Findings and Tables Discussion 

In this section, the results obtained as a 
consequence of statistical analysis of the data have 
been interpreted in the light of proposed objectives 
and hypotheses as depicted in various Tables. 

• Research Objective 1 

To find out the essential components of measuring 
the value of human asset to the organization. 

The questionnaire developed by Verma & Dewe 
(2004), has been adopted to explore the reasons 
why measuring human resources as an intangible 
asset is important to service sector organizations in 
India. Scale metrics indicate five point scales ranging 
from ―not important to very important‖. Table 1 given 
below shows the percentage of employees who 
agreed or strongly agreed for important reasons for 
measuring human asset.  

Table 1: Percentage of Employees who agreed or 
Strongly Agreed for Important Reasons for 

Measuring Human Asset 

 

 

As demonstrated in the Table 1, there are eight 
explanations behind estimating human asset as a 
theoretical resource, which were upheld by more 
than 65% of all respondents. The Table 4.1 
demonstrates that 70% respondents expressed 
that human resource was distinguished as being 
significant wellsprings of supported upper hand to 
associations. 68.7% of the respondents concurred 
that estimation of the information and abilities of 
representatives is a significant pointer of future 
benefit, human resources ought to be more 
responsible, and it is urgent for both setting long 
haul methodologies and accomplishing them. It 
shows that responsibility is of significant worry with 
the vast majority of the respondents and the 
valuation of human resource would help key 
arranging and the accomplishment of these plans.  

The excess 11 purposes behind estimating human 
resources were given moderate significance for 
which roughly half to around 65% of respondents 
expressed that they concurred with these.  

61.9% of respondents expressed that the 
estimating human asset as a theoretical resource 
was significant or vital in their association. The rest, 
38.1% of respondents expressed that the 
estimation of HR was not significant, fairly 
significant or decently significant.  

To discover the critical parts to the estimation of 
human resource, factor examination has been 
finished. Prior to applying factor investigation 
procedure, Kaiser - Meyer-Olkin Measure (KMO) of 
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Sampling Adequacy and Bartlett's Test has been led 
to pass judgment on the reasonableness of the 
information for factor examination. Table 4.2 shows 
the aftereffects of Kaiser-Meyer-Olkin Measure and 
Bartlett's Test. 

Table 2: Kaiser-Meyer-Olkin Measure (KMO) of 
Sampling Adequacy and Bartlett's Test 

 

The Kaiser-Meyer-Olkin Measure (KMO) of Sampling 
Adequacy is a statistic which indicates the proportion 
of variance in the variables which is common 
variance, i.e., which might be caused by underlying 
factors. High values (close to 1.0) generally indicate 
that a factor analysis may be useful with the data. If 
the value is less than 0.50, the results of the factor 
analysis probably won't be very useful. Since value is 
more than 0.50 i.e., 0.870, factor analysis would be 
useful with the data.  

Also, Bartlett's test of sphericity indicates whether 
correlation matrix is an identity matrix, which would 
indicate that the variables used in model are 
unrelated. The significance level gives the result of 
the test. Very small values (less than 0.05) indicate 
that there are probably significant relationships 
among the variables. A value higher than about 0.10 
or so may indicate that the data are not suitable for 
factor analysis. Since significance level 0.000 is very 
small (i.e., less than 0.05), this indicates that data 
are suitable for factor analysis. 

CONCLUSION 

To find out the essential components of measuring 
the value of human asset to the organization. In 
general, it has been found that measurement of 
human asset is an important function. 61.9% of 
respondents state that measuring human asset was 
important or very important in their organization. 
There are a wide range of measures considered 
either of moderate or high importance. The study 
finds that 70 % of the respondents identify human 
asset as being important sources of sustained 
competitive advantage to organizations. It is also 
found that human assets should be more 
accountable, measurement of the knowledge and 
skills of employees is an important indicator of future 
profitability, and it is crucial for both setting long term 
strategies and achieving them. Further, a model was 
generated by using Structural Equation Modeling 
(SEM). All factor loadings and correlations between 
measurement error terms are statistically significant 
at p ≤ 0.05. Thus, the model is appropriate to 
describe the reasons of measuring human asset. 
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