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'“Huﬁén Resource  Accounting ( HREA ) is 2 new
apprﬁaéh in évaluating huhan resources tﬁat represents
the current status ijhuman resourceé valuation concept;
which  curreéntly .is ~ being developed mostly';n the
Western .countriés. By'helping menagement identify and
evaluate the human reéources attributes that ‘caq make
"the firm more profitable,Ihuﬁ&n.reéonnéeé plahning can

also maeke a significant contribution to a business.

" There iz 'z difficulty of measuring  Huoman
Resources, therefore é.n audit firm ha's been c’hosen as a
field of study since it keep tracks of amount of hours
spent on each of the ﬁ;dit staff.

A very sophisticated approach to HRA with the
Stéchastie rewards vaiuation' medel © which has been
aprlied in Lester Witte & Co, (_a firm in USA § has been
put forwafq in this project paper. The model identifies
5 ‘elements that must be defined in determining an
individual’s  wvalue to the employer . Before that, the
various methods‘bf HRA that have been recommended will
be 'fur.ther‘elabora;ted. Benefits snd limitations of HRA
is another area to be taken into consideration . before

implementing HRA in the accounting systenm
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Finally, it's hoped that this project paper will
contribute to a better understanding of .. . Human

Resource Accounting
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in- fecent vears, moré:and ﬁore orgaﬁisatiens ‘are
beginning to extend their information .resoufcés by
movéng towards systewatic reéearqh whiech in . essgence,
seeks new informationjabdut the functioning of the whole
$ystem in relation to its changing environment. One
examplé is ﬁhe information géthefed about the value of
iﬁs ihuﬁan resources as an organisationAmqves_ through =

period.df technological and personnelhéhanges.

From an accounting point of view, all assets are

Ly

econom;p.values that should be chargéd‘to the ¢perzitions
'of"iﬁe periods tﬁey benefit. This principle applied to
the--entiré 'eéoﬁomié life-of thé assets involved. For
that reason;l advocates of  human resource accounting
believe that, the often significant costs incurred .in
recruiting; hiring, training and develoging human
resources'-for' the benefit of more than one period
shduld; - like any other asset of material value be

indentified and charged to the beriods in which their

benefit is felt.

The upshot oflall'this is that such information
can be of vital importance tc management for decision
making and measuring the returh_on fheir present and
future investment in human resources. More effective
P}anning and  controlling efforts are then assured,
particularly  in labour intensive. industries, in the

provision of professional services and  in the





