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Introduction
Human Resources are 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 (M. 
Narayanankutty). The term “human resource” has been defined in 
various ways with one commonalty, and that is, the value that 
different activities exercised within an organization along with the 
environments in which it operates provide to that organization. 
Embodied in the activities include behavior, knowledge, experience, 
attitude, morale, corporate culture, to mention but a few, that when 
put together becomes of economic value to the organization. 

According to Schultz (1961), human resource can be defined as the 
abilities and skills of a certain group of people or an individual 
person that have economic value.

The economic environment has shifted from industry based with a 
focus on physical assets such a factory, machines and equipment to a 
high technology, information, innovation based environment with a 
focus on the expertise, talents, creativity, skills, and experience of 
people—the company’s human resource. How to account for the 
“most important asset” as claimed by most companies has become a 
big challenge for both accountants and human resource 
professionals since the term human resource was introduced in the 
field of accounting. Many organizations, big and small, acknowledge 
that “our biggest asset is our staff.” However, no organization knows 
how to account for its employees on their financial statements. 
Among accountants, opinion is divided with regard to the evaluation, 
costing, and reporting the value of employees of an organization, 
and there have been various suggestions on these issues.

However, despite the human resource intensive economy, traditional 
accounting continues to focus on traditional assets to the exclusion 

of the more important human assets. Current financial accounting 
treats human resource-related costs as expenses which reduce profit 
on the income statement, rather than as assets on the balance sheet 
which provide future benefits. 

Human Resource Accounting (HRA) involves accounting for the 
company’s management and employees as “human assets” or capital 
that provide future benefits. Traditional accounting treats costs 
related to a company’s human resources as expenses on the income 
statement that reduce profit, rather than as assets on the balance 
sheet that have future value for the company. On the other hand, 
Human Resource Accounting (HRA) involves accounting for the 
company’s management and employees as “human assets” or capital 
that provide future benefits. HRA suggests that the process of 
measurement, as well as the measures themselves, have relevance in 
decision-making.

The function of HRA is to provide information with which 
management can analyze its decisions in relation to human services. 
It also affords investors the opportunity to truly evaluate and 
understand the complete picture of an organization. It is beyond the 
scope of this paper to narrate how HRA would work. For one thing, 
HRA involves sophisticated calculations requiring all sorts of 
estimations, assumptions and variables that need to be factored in. 
HRA mainly focuses on the accounting of costs of acquiring 
personnel along with the programs adopted to enhance personnel 
efficiency. In doing so, efforts are made to stress the costs and 
benefits of personnel programs and contributions to the success of 
the organization (Rogow, & Edmonds, 1988). 

In the developed countries, it is very common phenomenon that 
companies have formal HRA reporting aspect in their annual report. 
But in the developing countries like Bangladesh, HRA repoting 
aspect is very new concept and it is still in primary stage. Though this 
is not mandatory for the Companies in Bangladesh to disclose HRA 
information, they are making some HRA disclosure voluntarily 
(Hossain, Khan & Yasmin, 2004). Hence, this study is an  attempt to 
find the pattern of HRA disclosure in the listed companies in 
Bangladesh and the relationship between corporate characteristics 
and HRA disclosure.  

Literatur Review 
To measure human value as a part of the goodwill, HRA was 
introduced in the accounting literature in the 1960s (Flamholtz, 
1985). In 1968 Brummet, Flamholtz & Pyle used the term “human 
resource accounting” for the first time. In 1973 the American 
Accounting Association’s Committee on Human Resource 
Accounting defined HRA as “the process of identifying and 
measuring data about human resources and communicating this 
information to interested parties. It provides information about 
human resource costs and values, serves to facilitate to decision 
making, and motivates decision makers to adopt a human resource 
perspective (Sackmann et al., 1989,). Research to examine the way in 
which human resource variables affect the efficiency of firms could 
be performed in a number of ways including analyzing the 
association between different aspects of human resources and firm 
performance (Bassi & McMurrer, 1998; Boudreau & Ramstad, 1997; 
Grojer, 1998). Looking at different proposals (Conner, 1991), the 
resource theory considers human resources in a more explicit way. 
This theory considers that the competitive position of a firm depends 
on its specific and not duplicated assets. The most specific (and not 
duplicated) asset that an enterprise has is its personnel. It takes 
advantage of their interdependent knowledge. That would explain 
why some firms are more productive than others. With the same 
technology, a solid human resource team makes all the difference 
(Archel, 1995). There are two reasons for including human resources 
in accounting. First, people are a valuable resource to a firm so long 
as they perform services that can be quantified. Second, the value of 
a person as a resource depends on how he is employed. So 
management style will also influence the human resource value 
(Ripoll and Labatut, 1994).

Research into true human research accounting began in 1960s by 
Rensis Likert (Bowers, 1973). Likert defends long-term planning by 
strong pressure on human resources’ qualitative variables, resulting 
in greater benefits in the long run. Support for the idea of accounting 
for human resource values can be found much earlier (Sacmann et. 
al., 1989). In 1965, Cronbach & Glaser (1965) and Naylor & Shine 
(1965) developed models for estimating the financial utility of 
personal selection. To embrace both HRA and UA (Utility Analysis), 
Grojer & Johanson (1996) use the concept Human Resource Costing 
and Accounting (HRCA). Grojer & Johanson (1996) express the 
management orientation of HRA even more clearly in the assertion 
that HRA concerns the management of human resources. Roslender 
(1997) proposes a societal approach to the subject. He uses the term 
human worth accounting. Assets from an accounting perspective are 
normally well, but too narrowly, defined when compared with 
emerging knowledge-based theories (Grant, 1996; Haanes & 
Lowendahl, 1997). Because of poor measurement and inadequate 
reporting, human resources run in the risk of being undervalued 
internally by managers and externally by capital markets (Hanson, 
1997). There are many studies suggest a business community with a 
much more reluctant standpoint (Johanson et al, 1998). One recent 
survey on the attitudes of members of the European Accounting 
Association toward HRCA showed that it is becoming more 
important for accounting research and business practice, at least in 
East Europe and the Scandinavian countries. An interest in HRCA in 
Finland started several years ago from a return on investment 
perspective. Guy Ahonen. Johanson (1999) propose that decision 
making and learning by investors and managers are influenced when 

managers hold positive attitudes towards HRCA. The American SEC 
has declared that there is no evidence of an information interest 
from a capital market point of view, not even for non financial HRCA 
information. In a recent literature survey (Johanson et al, 1998) on 
experience using HRCA and the balance scorecard (BSC) some 2000 
articles and books written in seven languages were looked at. When 
it comes to the BSC, of which HRCA in some organizations is an 
explicit part, there is no lack of company enthusiasm and good 
intentions on how to use the BSC in the future - Johanson et al, 1998. 
Equity investors’ necessity for information on human resources has 
been investigated extensively whereas studies of lenders are missing 
(Epstein & Freedman, 1994; Eccles & Mavrinac, 1995; Mavrinac& 
Siesfeld, 1997). One of the techniques showing a greater capacity to 
stimulate efficiency is based on the idea that an employee who is 
induced to get to know his job better is more productive and quicker 
on the job (Asociacion Espandola de Contabilidad y Administracion 
(AECA) 1994). No party that is referred to human resource is 
considered in the different balance sheet models, and only in the 
profit and loss account are the costs most directly related to them, 
such as salaries and staff welfare expenses( including pensions) 
(fourth directive of Comunidad Economica Europea 1978). As the 
human resource has been considered as strategic capital, its 
accounting and reporting aspects are becoming crucial for the 
organizational success. But no significant analysis has been done yet 
on this topic. This paper is an attempt to contribute that end.

Objectives of the Study
The objectives of the study are as follows:

l	 to identify the magnitude of Human Resource Accounting 
Disclosure (HRAD) by Bangladeshi listed companies.

l	 to study position of human resource reporting in Bangladesh.

l	 to find out relationship between corporation size and HRAD.

l	 to examine the relationship of profitability and HRAD of the listed 
companies in Bangladesh.

Three concept of disclosure proposed are adequate, fair and full 
disclosure (Hendriksen and Breda, page. 505). Here the adequate 
disclosure means a minimum amount of disclosure so that financial 
reporting is not misleading and useless. Gul et al. (1984) study found 
that large companies made more disclosures about employees but 
disclosures about community involvement were spread across firms 
of all size. Generally the big firm are expected to report 
comprehensively on HRAD and vice versa. So it is interesting to find 
out whether the big corporations of Bangladesh are reporting more 
on HRAD.

Methodology of the Study
l	 There were 15 issues under consideration (Table – 1).

l	 Judgment sampling has been applied.

l	 Microsoft Excel Minitab stat tools has been used for computation.  

This study has tested whether or not Bangladeshi companies are 
making HRAD. In order to examine the level of HRAD of the sample 
companies, a disclosure index was developed for the companies 
under study. Different issues relating to statement, employees, policy 
succession plan etc have been considered to construct the index. For 
this research we have taken 58 companies of different categories

enlisted either Dhaka  Stock Exchange(DSE) and Chittagong Stock 
Exchange (CSE). The companies are classified under two broad 
headings : Financial and Non-Financial sector. Financial sector 
includes banks and insurance companies. Non – Financial sector 
includes cement, fuel and power, textile, pharmaceuticals & chemical 
and others. Published annual reports of the aforesaid companies 
have been used as a secondary source. All these annual reports were 
for the year 2008 -2009 as this was the most recent year for which 
annual reports were available at the time of study. Therefore, 
information produced in company annual reports are taken as 
reliable and comparable. Listing age and market capitalization data 
are collected from the web site (www.dse.org.bd) and monthly 
review of DSE and CSE. A dichotomous procedure was followed to 
score each of the company index. Each company was awarded a 
score of “1” if the company appears to have disclosed the concerned 
disclosure and “0” otherwise. Once scoring of the companies 
completed, each company ended up with a score reflecting the 
number of disclosures against which it was found to have disclosed. 
Then the score of the respective company was divided by the total 
number of score. These score were then used as dependent variable 
and we tried to explain the size of the company that might explain 
variations in HRAD of the company under study.

The hypothesis of the study can be specified as under:

H0 
: There will be a positive association between company size and 

level of HR disclosure.

Model Specification
To provide primary evidence of the impact of corporate attitude on 
human resource disclosures of different enlisted companies in 
Bangladesh this paper uses simple ordinary least square regression 
technique. The following regression has been estimated.
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Where,

	 Y	  = Human Resource Accounting Disclosure Index (HRADI)

	 	 = Cutoff constant.

	 β	 = Co efficient of independent variables. 

	 Size 	 = Natural log of market capitalization is used as a proxy of 
size of the company.

	 PT 	 = Dummy variable, Profitability is measured by the 
margin. 

	 FIN 	 = Dummy variable, Financial institution.

	 Age 	= Years of operation in the market as a listed public 
limited company.

	 MNC 	 = Dummy variable, 1 if the company is an Multination 
Company.

	 SP 	 = Dummy variable, 1 if the company has concentrated 
sponsor. 

	 e	 = Standard sample error.

Size: Natural logarithm of size has been considered in this study. 
Actually it represents the capitalization position in the market. For 
this study we expect to have a positive relationship between human 
resource attitude and log of size.

PT: Profitability is measured by the margin. Corporate profitability 
may affect the Human Resource Accounting Disclosure. It might be 
easier for a profitable company to take necessary measures to 
concentrate on the issues of human resource and to disclose the 
same. Hence it is expected to have a positive relationship between 
margin and HRAD.

FIN: It is expected that the financial institutions might be more 
concerned about the issue of HRAD and we therefore expect to have 
a positive relationship between financial institutions and HRAD.

Age: Age of company is the length of listing in capital market as a 
public limited company. Companies’ listing length is not a matter for 
the company to disclosure Human Resource Accounting information.

MNC: It is expected that sample companies, which are subsidiaries of 
multinational, will have better human resource mechanisms. 
Therefore, we expect to have a positive relationship between MNC 
and HRAD.

SP: Sponsor reflects the concentrated ownership (more than 50%) by 
the sponsors of the company. If ownership is concentrated by the 
sponsor in a company it is expected that the disclosure pattern 
might be influenced. Hence we expect to have a negative 
relationship between sponsor and HRAD.

Result And Analysis
The lowest level of disclosure observed in this study appears to be 
0.26 (Table – 3) which suggests that the company disclosed only 26% 
of Human Resource Disclosures (HRD) applicable to this study. The 
range of the human resource disclosure is form 52% to 6.45% with 
standard deviations 10.85. The result indicates that none of the 
companies disclose all the human resource accounting information 
items determined in this study. No company has a HRAI of 100%. 
Eight companies possess HRAI 6.45 that reveals their very low level of 
HRAD. 

The model class of Human Resource Disclosure (HRD) items 20- 25 
percent indicates that maximum 14 companies (Table – 2). HRD level 
is 20 to 25 percent while 11 companies disclose 15 to 20 percent of 
total disclosure items. About 80 percent of sample companies are 
less than 35% disclosure. Remaining 20 percent companies have a 
HRDI between .25 and .40. It implies that the level of human resource 
reporting of listed companies of Bangladesh is very power. Table 4 
shows that 54% of the total disclosed HRAI is reported in through 
notes of annual report and about 16% is reported through Directors’ 
report. Around 14% HRAD is reported in formal way through profit 
and loss account. Table -5 shows that the non-financial companies 
are negatively correlated with HRADI while natural log of market 
capitalization (size) is positively correlated with HRADI.

In the regression analysis, HRAD score is found to be significantly 
influenced at 5% level by several attributes of the company such as 
profitability, multinational corporation, age and sponsors variable. 
Among these only sponsor variable is negatively associated with 
HRAD. Other attributes of the company such as size has also been 
found to statistically insignificant at the same level. The multiple 
correlation co-efficient (R) is 0.771 (R2 =0.595) indicates that 60% of 
the variation in HRADI can be predicted (Table-8). The regression 
result shows that the size of the company has a significant positive 
relationship. Same result is also absorbed in case of profitability of 
the sample companies. The beta weight  = 0.068; sig > 0.10 indicates 
no association between the age of company and HRADI. 

Table – 6: HRAI by industry-type

Industry type	 Number 	 Mean disclosure	 Standard deviation
Bank & financial institution	 15	 19.85	 10.45
Insurance	 8	 3.67	 5.40
Pharmaceutical & chemicals	 9	 13.07	 5.72
Fuel and power	 4	 13.74	 3.50
Textile	 11	 9.09	 4.83
Cement	 4	 11.75	 10.74
Engineering	 5	 9.42	 6.71
Service & real estate	 2	 5.88	 0.00
Total 	 58	 12.69	 14.90

Table-7: Test for equality of variances and equality of means

  Equal variances	 1.165	 0.286	 2.848	 53.000	 0.007
  assumed	

  Equal variances 	 	 	 2.947	 49.960	 0.005
  not assumed	 	 	

Table-8: Result of Regression Analysis on HRADI

  Model	 Unstandardized  	 Standardized	 t	 Sig.
	 Coefficients	 Coefficients	

	 B	 Std. Error	 Beta	 	

  (Constant)	 -10.983	 5.800	 	 -1.894	 0.064

  Category of 
  the company 	 -4.731	 2.110	 -0.227	 -2.241	 0.030

  Age 	 0.086	 0.126	 0.068	 0.687	 0.497

  In. MC	 4.722	 0.631	 0.690	 7.467	 0.000

  Profitability 	 9.335	 4.351	 0.208	 2.146	 0.038

Dependent Variable: HRADI.
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Appendix

SL.	 	 S.L 
No.	 Name of the companies	 No	 Name of the companies

1	  AB Bank Limited 	 30	  Aramit Cement Ltd.

2	  Al-Arafah Islami Bank 	 31	 Eastern Lubricants 

3	 Al-Haj Textile 	 32	 Daffodil Computers Ltd. 

4	 LankaBangla Finance ltd. 	 33	  Eastern Bank 

5	  Agni Systems Ltd. 	 34	 Beximco Textiles Ltd.

6	 Aftab Automobiles 	 35	 First Security Islami Bank Limited 

7	 One Bank Limited 	 36	 BEXTEX Ltd. 

8	 Maksons Spinning Mills Limited 	 37	 Fu Wang Food 

9	 Rupali Bank 	 38	 Keya Detergent 

10	 S. Alam Cold Rolled Steels Ltd. 	 39	 Southeast Bank 

11	  Atlas Bangladesh	 40	  BRAC Bank Ltd.

12	 Aramit Cement 	 41	  BD Welding Electrodes Ltd.

13	 Keya Cosmetics	 42	  Berger Paints Bangladesh Ltd. 

14	 Apex Adelchi Footwear Ltd.	 43	 Jamuna Oil Company Limited 

15	 Marico Bangladesh Limited 	 44	  City Bank 

16	 Social Islami Bank Limited 	 45	 GQ Ball Pen 

17	  Alltex Ind. Ltd. 	 46	 Continental Insurance Ltd. 

18	  Al-Arafah Islami Bank 	 47	 Confidence Cement 

19	 Mercantile Bank Ltd. 	 48	 Jamuna Bank Ltd. 

20	 Heidelberg Cement Bd. 	 49	 BOC Bangladesh 

21	 Mutual Trust Bank Ltd. 	 50	  Chittagong Vegetable 

22	 Export Import (Exim) Bank of Bangladesh 	 51	  BSRM Steels Limited 

23	 Uttara Bank 	 52	  Usmania Glass 

24	 Hakkani Pulp & Paper 	 53	  Beximco Knitting Ltd

25	 Apex Foods 	 54	  BEXIMCO 

26	 The Dacca Dyeing & Manufacturing Co.Ltd. 	 55	  Bata Shoe 

27	 Bank Asia Ltd. 	 56	 Beximco Pharma 

28	 Bangladesh Finance and Investment Co.Ltd 	 57	 Dutch-Bangla Bank 

29	 Standard Bank Limited	 58	 Dhaka Bank 
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Average HRADI of 
financial and non-
financial sectors

t-test for Equality of MeansLevene’s Test for Equality 
of  Variances

F	 Sig.	 t	 df	 Sig.(2-tailed)

The overall mean level is 12.69 (table -6). It implies that the sample 
companies on an average disclose 12.69 percent of the HRA reporting 
items in their annual reports. The bank and financial institution is the 
highest scoring industry (19.85%) that indicates the highest level of 
human resource reporting of the industry. The second highest scorer is 
fuel and power (13.74%), followed by pharmaceutical and chemical 
(13.07%) and cement (11.75) in the sample industries. The least scorer 
industry is Insurance which has mean value only 3.67%. 

The significant value for the independent sample t-test 0.007 which is 
less than 0.05 (Table–7). It supports that there is significant difference 
between financial and non-financial sector average HRADI. This table 
also shows that average HRADI of financial and non-financial 
companies are significantly different as the value of Leverne’s test 
0.286 is more than  value of 0.05.

Conclusion
This paper examines quality of voluntary HRAD taking a sample of 58 
firms from different industry groups in Bangladesh as categorized by 
DSE and CSE. Conducting index items survey, we found that in 
Bangladesh, market capitalization position, profitability, category of 
corporation and multinational affiliation and concentrated ownership 
have significant influence on human resource disclosure is that it can 
ensure major benefit to the society through ensuring greater 
transparency and higher productivity. This study initiates to reveal the 
relationship between corporate attitudes and HRAD of listed 
companies in Bangladesh. Its results shows that company size 
significantly associated with HRAD. The possible reason for the result 
could be that large companies in DSE and CSE are motivated to 
disclose more HRA information in their annual report to uphold their 
market value. In addition, the result also find the financial companies 
are disclosing HRA information than non-financial companies and 
company’s profitability positively influences companies to report the 
information in their annual report. It indicates highly regulated 
financial companies are disclosing more HRADI than non-financial 
companies. Hence, regulating structure in Bangladesh is enhancing the 
disclosure practice in the area of HRA. The study also does not find any 
relationship between the age of the company and HRAD.

Nevertheless, the study is not free from limitations that future work 
may address. A one-year sample study (2009) is considerably 
insufficient to make inference regarding quality of voluntary HRAD. The 
mean disclosure value 25% shows that listed companies in Bangladesh 
disclose only one fourth of the selected HRA disclosure items. So, 
further research can be done focusing on the reasons of reluctant 
attitude of listed companies in Bangladesh to disclose the HRA 
information. Moreover, the scope of the research may be extended by 
increasing the sample size and cross-industry examination.   

Table – 1: Human Resource Accounting Reporting (HRAR) variables: 

No.	 Variables
01	 Separate HRA statement.

02	 Total value of Human resource

03	 Number of employees

04	 Human resource policy

05	 Training and development 

06	 Management succession plan 

07	 Employment report

08	 Employees’ value addition

09	 Human resource development fund

10	 Employees/workers fund

11	 Employees categories

12	 Managerial remuneration

13	 Retirement benefits

14	 Performance Recognition 

15	 Superannuation fund

  

Table – 2. Human Resource Reporting Levels

Class	 No. of Company (N)	 Company %	 Cumulative %

0 – 5	 3	 5.16	 5.16

5 -10	 5	 8.61	 13.77

10 – 15	 6	 10.34	 24.11

15 -20	 11	 18.96	 43.07

20 -25	 14	 24.14	 67.21

25 -30	 0	 0.00	 67.21

30 -35	 9	 15.52	 82.73

35 – 40	 7	 12.08	 94.81

40 -45	 2	 3.46	 98.27

45 – 50 	 1	 1.73	 100.00

Total	 58	 100	

Table – 3: Descriptive statistics of the HR disclosure indexes.

Mean	 26.00

Maximum 	 52.00

Minimum	 6.45

Std	 10.85

Table – 4: Medium of Human Resource Accounting Reporting

Medium of Reporting	 No. of Information Reported	 Percentage

Profit & loss account	 21	 14.00

Notes	 80	 53.33

Directors’ Report	 23	 15.33

Managing directors’ report	 6	 4.00

Chairman’s report	 15	 10.00

Profile of business	 5	 3.34

Total	 150	 100

Table – 5: Descriptive statistics and Pearson correlations

	 Mean	 S.D	 1.	 2	 3	 4	 5

Type of Co. (Non-

financial)	 0.58	 0.492	 1	 	 	 	

Age	 14.01	 8.123	 0.383**	 1	 	 	

In market capital	 7.66	 1.504	 -0.142	 -0.165	 1	 	

Profitability	 0.16	 0.228	 -0.316*	 -0.226	 -0.078	 1	

HRADI	 25.00	 10.276	 -0.365**	 -0.180	 0.697**	 0.209	 1

** Correlation is significant at the 0.01 level (2 tailed)
* Correlation is significant at the 0.05 level (2 tailed).


