Delhi Business Review 2 Vol. 1, No. 2, July - December 2000

ACCOUNTING INFORMATION SYSTEM FOR
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the field where human asset is involved. The information pertaining to Human Asset (HA)

is something which is difficult to measure is the general belief. The resultis that managers
take decisions on the basis of whatever information is made available to them. One wrong decision
regarding the most valuable asset (HA) may ruin the organisation and at present there is no
generally accepted comprehensive HAA model which provides information for both cost and value
of Human beings in the organization that can be used by the decision makers. Human Asset
Accounting Information System (HAAIS) should be able to make a distinction between efficient
and inefficient employees; effective and ineffective employees; experienced and inexperienced
employees; et.al. There is virtually no comprehensive information system which helps the decision
makers in taking decisions like, (a) whether to retain this employee or to fire him; (b) whether to
give increments to the employees or to reduce their pay packets; (c) Impact of empowerment and
Job satisfaction on the contribution made by employees; (d) Impact of team work, synergy, and
organisation culture on the overall performance; et.al. Further at the conceptual level also there is
a need to develop models which can satisfy the above-mentioned needs. Some of the issues which
requires immediate attention needs to be discussed.

Q CCOUNTING Information System (AIS) is a complex and fast growing area particularly in

The value of human resource depends upon the contribution in achieving organisational goals.
However, it is difficult to measure separately the contributions made by different assets to the
output. The assets other than human are recorded at the cost incurred in getting the right to use
and hold those assets as a surrogate measure of value but Human Resource Assets are deprived
off this treatment.

Although the periodic reporting principle makes it obligatory to classify between revenue expenses
and capital expenditures on the basis of their expected benefits, so as to show the Capital
Expenditures as Assets of the Organisation at the date of financial reporting and match the
current costs with the current benefits to show the profits during the period being reported, the
expenditures incurred on Human Resource Assets are charged from the Income Statement in the
year of expenditure under the present practices.

This would have been correct, had there been no periodic reporting so that at the end of the venture
whatever more is left is profit (less is loss). But due to the longer uncertain life of the business
concerns, periodic reporting is necessary, hence the need for classifying between capital and revenue.
To make the above objectively verifiable the Accountants generally use historical cost by assuming
the ‘Going Concern Concept'.

The Going Concern concept of accounting says that the principles of accounting can effectively be
applied and used only when we assume that the business has a life which is not definite. If this is
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so, one logical deduction can be that the job positions shall also continue for a period which is not
definite. That means the job positions held by human beings are utilised by the organisations for
a longer period. It, therefore, can be concluded that benefits received by the organisation, from
human acting as a resource holding different job positions, are for a longer period. The identification
of benefits and the costs involved in continuously getting these long term benefits are the major
elements of Human Resource Accounting. The matching of the costs involved with the benefits
from Human Resource in the relevant period and capitalisation of the residual costs are required
for financial reporting for which no model exists which is generally acceptable to accountants.

Many people accept while giving speaches that Human Resource Asset is the most important
asset of the organisation, even then this asset could not find place in the Balance Sheet of
Companies which is a contravention of the convention of disclosure.

The author conducted a research study (Singh 1996) which is an attempt to analyse the perceptions
of the human resources regarding various aspects of human resource accounting, interpret their
perceptions, to suggest and recommend the changes required for further improvement in the field
of accountancy.

Research Methodology

The study is based primarily on the use of primary data generated through structured questionnaire
and personal interviews.

Administration of the Questionnaire

The questionnaire was issued to the executives personally by the researcher with the assurance
that the information and opinion expressed in this survey shall be exclusively used for research
purposes only and shall be kept strictly confidential. The organisations were also assured of
confidentiality. The primary data was collected from 1991-92 to 1994-95.

Sample Size

In a study of this kind, generalisations of results with a fair degree of validity are possible
when the samples are drawn from different organisations spread out through the length and
breadth of the country. However, due to constraints of resources and time sample was drawn
from organisations located in twenty six important cities covering twelve states. Business
Organisations representing a wide range of activities such as manufacturing, mining,
construction, and service activities numbering 225 were covered. These organisations were
taken on the basis of Judgment sampling in order to make the study more representative.

Out of 428 questionnaires issued to the executives, 264 were received and out of these 225
were fully answered giving a response rate of 62 % which can be termed as satisfactory in view
of the long and comprehensive nature of the questionnaire.

Sample Classification
The sample selected for the research study covered the following four broad categories of
organisations belonging to public and private sectors:

1. Private Sector Service Company/Organisation (PSSC);

2. Government Sector Service Company/Organisation (GSSC);

3. Private Sector Manufacturing Company/Organisation (PSMC);
4

Government Sector Manufacturing Company/Organisation (GSMC).
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Statistical Technique

Perceptions of the people can not be measured precisely hence a non - parametric statistical
test namely Chi-square has been used for analysing and interpreting the data generated
through structured questionnaire and personal interviews. Chi-square test has been used to
test whether there is significant difference of opinion between the respondents of four sectors
or not. The scale index (mean) has been calculated to find the average score on five point scale
to make the analysis meaningful.

Major Findings
The study has classified various aspects pertaining to Human Resource into three broad
categories:

I Acquisition of Human Resource

I Development of Human Resource

Il Retention of Human Resource

I Acquisition of Human Resource

1.

The accounting practices of the sample organisations reveal that almost all the
organisations debit fully to the Profit & Loss account the cost incurred on acquisition
and development of Human Resource.

The criteria for showing assets in the Balance Sheet is long term benefits rather
than ownership of the asset.

Human Resource serves the organisation for a long time hence it makes a case for
showing it in the Balance Sheet and the cost of acquisition should be allocated over
the period of benefits.

The Profit and Loss Account and the Balance Sheet based on historical cost and
matching of cost and revenue principle can not show a true and fair view unless cost
aspect of Human Resource is duly incorporated.

The salaries and other compensation paid to the Human Resource in an Organisation
is actually the cost incurred by the Organisation and value to the individual from his
point of view. Whereas Value of Human Resource for the Organisation should be
perceived in terms of the contributions made by him/her to the Organisation which is
useful for management accounting.

Replacement cost of Human Resource is useful while taking Human Resource turnover
decisions and opportunity cost for Human Resource retention decisions.

The service contract between the employee and the Organisation binds both the
parties and the liability to pay at regular intervals arises at the time of contract,
hence Human Resource should be shown as Assets like the ones purchased on hire
purchase basis are being shown in the Balance Sheet.

A proper allocation of acquisition, development, and retention cost incurred on Human
Resource should be charged from the Profit and Loss Account and the balance be
transferred to the Balance Sheet.
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Il Development of Human Resource

1.

The skills of Human Resource improve after attending training and/or development
programmes. Approximately 29%improvement was found in the 20 skills tested
before and after training & development programmes. The combined scale index
(Mean) increased from 3.2484 to 4.1908 which is about 29%.

The duration of benefits from updation, learning, training and development
programmes in terms of increase in productivity is generally for a period more than
a year which on an average lasts between two to three years.

11l Retention of Human Resource

1.

The organisation intends to retain HR while acquiring, deploying, and developing
them. The Organisation provides other facilities like housing, medical, transport,
LTC, canteen, recreation, etc. also to retain the existing HR. In turn, organisation
gets the benefits like, punctuality, healthy HR, etc.

Conclusions

1.

The Organisation intends to retain Human beings and they also respond to the
efforts of the Organisation in this regard. Hence it can be concluded that Human
beings stay in the Organisation for a relatively longer period provided he/she is
satisfied with the compensation and the work climate available to him.

Training and Development programmes result in increasing productivity which is
relatively stable and lasts for a period more than a year, hence the cost incurred on
these programmes should be capitalised and allocated over a period of benefits
received.

The Profit and Loss Account and the Balance Sheet based on historical cost and
matching of cost and revenue principle can not show a true and fair view unless cost
aspect of Human beings is duly incorporated. The benefits from Human Asset will
accrue for a long period of time, hence the cost incurred on Human Asset : acquisition,
development and retention should be properly capitalised and only duly allocated
portion should be incorporated in the Profit and Loss account. The capitalised portion
of Human Asset cost should be shown in the Balance Sheet on the basis of expected
future benefits as we show assets purchased under hire purchase scheme in the
Balance Sheet.

The value of Human Asset is purely related to the contributions made by the Human
Asset for the Organisation which is more relevant for Management Accounting instead
of financial accounting based on historical cost and matching of cost and revenue.
Hence it is of no practical relevance to use cost as a surrogate measure of value of
Human Resource for showing it as additional information which some of the
Organisations are doing.

The replacement cost and opportunity cost of Human Asset is relevant for Human
Asset turnover and retention decisions respectively.

In the light of this study, the author has tried to provide a new framework which is being
explained now.
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At the outset, | would like to place the paradigm shift that is taking place in this field. The
increasing awareness among human beings is compelling organisations to put greater and
greater emphasis on human aspect of any management decision. This has led to a shift in
focus from Personnel Management to Human Resource Management (HRM) in the later half
of the 20th Century. The last two decades of the 20th Century have witnessed a shift from
HRM to Human Resource Development (HRD), a buzzword of the 20th Century. The buzzword
of the 21st Century is going to be Human Development (HD). (Singh 1998)

HRD treats human beings primarily as an input in the production process - a means (resource)
rather than an end. HD treats ‘humans’ as end rather than means to an end i.e., a resource.
Welfare approaches look at human beings as beneficiaries and not as agents of change in the
development process. It puts people at the center of its concern. The term Human Development
(HD) is more relevant in this context which focuses in a systems framework all issues in
society - whether economic growth, trade, employment, political freedom or cultural values -
from the perspective of people. It focuses on enlarging human choices which in principle are
infinite and can change over time leading to enhancement of human capital.

A similar focus (welfare economics) has been given by Professor Amartya Sen, the Nobel Prize
winner in Economics for 1998.

It is clear from the above that the word human resource needs to be redesignated and that is
why the author prefers to use the term Human Capital instead of Human Resource. The
present paper highlights the important dimensions of Human Asset Information System
(HAIS) which is broader than HRIS.

Human Asset Information System (HAIS)
Brien (1995) has made a distinction between the traditional systems and HRIS in simple terms
which is explained below.

Traditionally, the organisations used computer based information systems to:

produce pay roll,

maintain personnel records, and

analyse the use of personnel in business operations.
training and development,

health, safety, and security.

Many organisations have gone beyond these traditional functions and have developed HRIS which
also supports:

recruitment and hiring,
job placement,

performance appraisals,




Ajay Kumar Singh

— employee benefits analysis,

— training and development,

— health, safety, and security.

The present paper tries to provide a new paradigm under a new nomenclature i.e., HAAIS. HAAIS
is a subystem of MIS of an organisation and must be integrated to the main system to get better

results. HAAIS can further be subdivided into different sub-sub-systems in the following manner
(Fig. 1):

HAAIS

HAFAIS HAMAIS

HAACIS HDCIS HRCIS HDSIS

DHRCIS IHRCIS

Fig. 1: HAAIS in a Systems Framework

A. Human Asset Financial Accounting Information System (HAFAIS)
1. Human Asset Acquisition Cost Information System (HAACIS)

2. Human Development Cost Information System (HDCIS)
3. Human Retention Cost Information System (HRCIS)
(a) Direct Human Retention Cost Information System (DHRCIS)

(b) Indirect Human Retention Cost Information System (IHRCIS)

B. Human Asset Management Accounting Information System (HCMAIS)
1. Human Decision Support Information System (HDSIS)
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Box 1: Recommendations of Study (Singh 1997)

1. The Institute of Management Accountants, Institute of Certified Public Accountants
and Institute of Chartered Accountants of India (ICAI) should take initiative by making
regulatory provisions regarding Human Asset Accounting and may take into
consideration the recommendations of the study given below. The Academia may also
investigate further dimensions of this problem in addition to absorbing the
recommendations which are relevant to ICPA, IMA, and ICAI from their academic point
of view.

2. There should be a separate accounting head of Human Asset in the Balance Sheet and
sub heads of acquisition cost, development cost and retention cost and all the costs
pertaining to the Human Asset should be covered on the basis of historical cost and
accrual concept.

3. Theallocated portion of acquisition, development, and retention cost should be taken to
the Profit and Loss Account of the current year.

4. The value of Human Asset is purely related to the contributions made by the Human
Asset for the Organisation which is more relevant for Management Accounting instead
of financial accounting based on historical cost and matching of cost and revenue. Hence
it is of no practical relevance to use cost as a surrogate measure of value of Human
Resource for showing it as additional information which some of the Organisations are
doing.

5. The replacement cost and opportunity cost of Human Resource is relevant for Human
Resource turnover and retention decisions respectively and should be used for taking
managerial decisions in this regard.

It is clear from the above that the most important asset of the organisation is not accounted for
properly by the Accounting Information Systems that are present now and there is a need to
radically transform information systems to incorporate the human capital. The decisions regarding
Human Asset can not be taken properly unless the relevant, timely, and accurate information
regarding HA is made available to the decision makers. Hence the need for proper information
system which can account for Human Resource. In the light of the above, we can now understand
more clearly HAAIS and its subsystems.

A Human Asset Financial Accounting Information System (HAFAIS)
HAFAIS is an information system which provides information pertaining to various
dimensions of human capital/asset within the broad principles of financial accounting to
the users of accounting information. The sub-systems of HCFAIS are:

1. Human Asset Acquisition Cost Information System (HCACIS)

Acquisition Cost or Historical Cost or Outlay Cost or Original Cost refers to the
expenditure incurred by the organisation in recruiting, hiring, training,
familiarisation and developing human assets. It is just like the concept of original
cost for other assets. The acquisition cost is capitalised and written off over the
period for which the employee remains with the Organisation. If the human asset
leaves the organisation pre-maturely, the whole of the amount not written off is fully
charged from the income of the current year. If the useful life exceeds the original
estimates, revisions are made in the amortisation schedule. The current practice as
shown in the findings of the study is to write off the whole amount in the year of
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expenditure from the income statement is just contrary to the Matching of Cost and
Revenue Concept of financial accounting.

Human Development Cost Information System (HDCIS)

The research findings have proved that the benefits from developing human beings is
for alonger period and is generally for a period more than a year, hence it needs to be
capitalised and allocated as per a suitable method. If the person leaves the
organisation prior to that period, then the whole of the amount not written off is fully
charged from the income of that year. The current accounting practice as shown in the
findings of the study is to write off the whole amount in the year of expenditure from
the income statement which is contrary to the Matching of Cost and Revenue Concept
of financial accounting. This may affect the decision to develop a person or not, hence
there is a need to provide the decision makers the complete information about the
cost involved and the benefits including the period of those benefits. Non availability
of such information may hamper the development of human asset in the organisation
which otherwise may give competitive edge to the organisation.

Human Retention Cost Information System (HRCIS)

The compensation package of an employee is made in such a manner that the person
is motivated to remain in the organisation for a longer period of time. The current
accounting practice is to write off the whole amount of direct compensation from the
income statement. Many indirect cost involved are recorded under different heads
which do not reflect the true and fair view leading to incorrect decision making.
HRCIS can be further sub-divided into:

(a) Direct Human Retention Cost Information System (DHRCIS)
(b) Indirect Human Retention Cost Information System (IHRCIS)

(a) Direct Human Retention Cost Information System (DHRCIS): The total amount
which is paid to the employee of an organisation as a part of the compensation
package forms part of the direct cost and should be debited to the income
statement as is rightly done but the account head needs to be Direct Human
Retention Cost (DHRC).

(b) Indirect Human Retention Cost Information System (IHRCIS): There are various
other costs which the organisation incurs but are not recorded as per the actual
use like house provided to the employees is shown under Land and Building
account but it is neither factory nor office building. The basic idea of constructing
a house or township is to attract and retain talent in the organisation but the
cost of that is never taken into consideration for decisions pertaining to human
asset.The depreciation of such assets should form part of IHRCIS. The right
decisions pertaining to human asset/capital can be taken only if we are able to
provide complete information incorporating all aspects including indirect cost.

B Human Asset Management Accounting Information System (HAMAIS)
Financial Accounting is basically concerned with historical cost whereas Management
Accounting takes into account both the historical cost and the future/projected cost as
well as the value of human beings. The decision can not be taken properly regarding
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anything unless we are able to do cost benefit analysis and for that both the cost and
value of the human beings becomes important.

HCMAIS is an information system which provides information pertaining to various
dimensions of human capital/asset to the decision makers. HCMAIS can make use of
Decision Support System (DSS) and develop the same for supporting decisions pertaining
to human beings also which may be termed as:

1. Human Decision Support Information System (HDSIS): HDSIS is a subsystem of
Decision Support System (DSS) which focuses on decisions related to human aspects
like acquisition, development, retention, et. al. Hence it becomes necessary to
understand the generic and conceptual components (Fig. 2) and elements of DSS
which holds true for HDSIS.

Model
Management
Dialog Decision
Management ¢ Maker(s)
/ [User(s)]
Data
Management
Internal External
Data Data

Conceptual Components of DSS

Decision
Maker(s)
[User(s)]

Terminal

i

Data Base |la—P] User-system | N Decision

Interface Models

Fig. 2: General and Conceptual Components of DSS
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An aid in decision making and implementation; succinctly put, the DSS serves as an
“Executive Mind-Support System”.

P.G.W. Keen & G.R. Wagner

“DSS is a computer-based information system used to support decision-making
activities in situations where it is not possible or not desirable to have an automated
system perform the entire decision process”.

M.J. Ginzberg & E.A. Stohr
(a) Dialog Management Sub-System

It provides and manages the framework in which outputs are presented to the user
and in which inputs are specified by the user.

Dialog is two way: output representations(menus, reports, charts) define the context
for and prompt subsequent user inputs.

Elements
(i) User Interface

It is concerned with syntactic aspects of interaction,the interfacing with specific
input and output devices, & issues relating to style of interaction (is the dialog menu
driven?).

(ii) Request Constructor

It provides two-way transformations between users’requests and specific modeling
and data access repertory. It translates users’ regiests for data to valid data base
queries, and users’ model references to corresponding model-invoking commands. It
also translates requests issued by the model base subsystem for the incorporation of
user-supplied parameters in a specific model.

(iii) Control

Guarantees the smooth operation of the Dialog Management subsystem; determines
the mode of system’s use, which can vary between “System Prompted” mode and
completely “User-driven” mode. This reflects the structure level of the supported

decision situation(system-prompted mode for highly structured situation;user driven
mode where no provided by the system).

(b) Data Management Sub-System

Data management sub-system provides the ability to store, retrieve, and manipulate
data (internal and external).

(i) DBMS

DBMS provides such services as data sharing and integration, data definitions,
data manipulation (handling queries), and data integrity (e.g.Protection, recovery,etc.).
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It also shields the other subsystem of DSS from physical aspects of access to the
data base.

(ii) Query Facility

It serves as the front end element of the data management subsystem and as the
subsystem’s interface to the model management and dialog management sub-
systems.

(iii) Data Directory
Data directory contains meta-data (i.e., data on the data in data base).
(iv) Staging

It provides access to sources of data that are external to the DSS. It is an interface
between the DBMS element and its DSS-specific data base and other organisational
data bases (e.g., those maintained by TPS) or remote data bases. Its structure reflects
the nature of external data sources from which data is extracted. If remote data
bases are to be accessed, some data communications facility is included in the staging
element.

(c) Model Management Subsystem

There are various models in every field which help in generating alternatives that
must be analysed and understood for better decision making. There are various cost
and value based models which help in finding different facets of human beings in the
organisation. The author has developed a model which has been discussed in brief at
the end of the paper.

Output from these models can
(@) make the decision
(b) propose the decision

(c) estimate the consequences of proposed decision

Any support beyond direct access to raw data invokes the application of a model. The
ability to invoke, run, change, combine, and inspect models is a core service of DSS.

Elements
(i) Model Base Management System (MBMS)

MBMS provides storage and retrieval facilities for programmed models. It supports
the generation of models, perusal of models, updating of model parameters, and
restructuring of models.

= Model Directory: Model directory provides information about models in response
to users’ inquiries, or in support of the model executor’s efforts to integrate several
models into a supermodel.

« Staging: It extracts models from remote, on line computerised model bases.
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(ii) Modelling Command Processor

It provides interface between model and dialog management subsystem. It accepts
and interprets modeling instructions from the query facility element of dialog
subsystem. Interpreted instructions are then routed to the corresponding
elements:inquiries about models are forwarded to MBMS; model building
instructions to the model executor.

(iii) Model Executor

It controls the actual running of models by linking together attachable models
retrieved from the model base. It also interacts with the request constructor element
of dialog subsystem to obtain from the user, the parameters and data that are
needed by the models being run.

(iv) Data Base Interface

It connects the model and data management subsystems. It allows running models
to retrieve data from data base and to store outputs on data base. It translates
model requests for data into valid data query formats, and query outputs to internal
data structure of model.

Hence, HDSIS is a user friendly information system to provide decision support to
managers pertaining to all the aspects of human capital/asset. Various authors
(Hermanson 1964; Hekinian et. al. 1967; Likert 1967; Brummet,Flamholtz and Pyle
1968; Likert 1968; Flamholtz 1971; Giles and Robinson 1972; Lev & Schwartz 1972;
Flamholtz 1973; Morse 1973; Friedman 1974; Jaggi, Bikki and Lau 1974;
Chakraborty 1976; Ogan 1976; Watson 1978; Dave 1987) have contributed towards
the development of model base which can be used by HDSIS and more models can be
developed to suit the requirements of the specific decision making requirements of
an organisation. The author has developed a model which has been discussed below:

Human Asset Valuation Model

There are various models which attempt to find the value of Human Resource but are not
generally accepted by the accountants. The model given below is an attempt to present a
comprehensive model which takes into account various factors that are important to the
Human Asset Accounting Information System. The model given below tries to provide
information for both HAFAIS and HAMAIS.

The model tries to segregate all the historical costs incurred as well as committed to be
incurred in future for the purposes of HAFAIS, since the financial accounting is based on
historical cost concept. This would entitle the HA information a place in the Income Statement
and the Balance Sheet. Other factors which are relevant for management accounting are also
taken into consideration as they help the management for the decision making purposes.

The HA value shall be calculated each year and almost all the factors shall be reassessed
each year. The Human Asset (HA) Valuation Model is divided into two stages:

1. Measurement of Value of Each Individual

2. Measurement of Total Human Asset Value.
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1. Measurement of Value of Each Individual: The Value of each individual working in an
organisation is based on the contributions made by that person to the organisation for
which organisation incurs certain costs. The costs incurred by the organisation is generally
less than the contributions made by HA.

where:

where:

X

1

AC

DC

CRC

KPAI

JSI

FRC

PAI

El

El

{[(AC+DC+CRC)*KPAI*JSI ]+[ FRC * PAI ] }*{ EI }

Value of one employee having number 1
Acquisition Cost
Development Cost

Current Retention Cost (Gross Emoluments including maintenance and
separation cost)

Current Performance Appraisal Index (Key Performance Areas Index)
Job Satisfaction Index

Future Retention Cost (Future Gross Emoluments including maintenance and
separation cost)

Potential Appraisal Index

Experience Index

Total Experience

> + Organisational Experience

. Measurement of Total Human Resource Value (THRV)

THRV = (X1+X2+X3+........ +Xn) (OCI) (EFI) (LTI) (LUI) (OPE)
X1, X2, ..Xn = Employees of the organisation from 1 to n.
OClI = Organisational Climate Index
Organisation’s Efficiency

EFI = Efficiency Index = .

Industry Efficiency

Industry’s Labour Turnover

LTI = Labour Turnover Index =

Organisation’s Labour Turnover
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Industry’s Labour Unrest

LUI = Labour Unrest Index = ——
Organisation’s Labour Unrest
Organisation’s Output Per Employee
OPE = Output Per Employee =
Industry’s Output Per Employee
Methodology

1. Calculation of Acquisition Cost (AC)

Acquisition Cost refers to the cost which is incurred in acquiring the rights to use the services
of a person in the organisation e.g., recruitment cost, selection cost, etc.. AC shall be calculated
for each individual and if more than one person is employed by one recruitment process then
the cost shall be allocated equally among each person employed otherwise if only one person
is employed then the whole cost shall be allocated to that individual.

2. Calculation of Development Cost (DC)

DC refers to training and development cost incurred on HR by the organisation. If DC pertaining
to each individual is available then it will be shown directly, otherwise the total DC of each
programme shall be allocated equally among the people who have undergone that particular
training and development programme. If this information is also not available then the total
DC of the year shall be allocated equally among the people who have undergone some kind of
training and/or development process.

3. Calculation of Current Retention Cost (CRC)

CRC is the historical cost incurred on HR in a particular accounting period/year for retaining
HR which includes maintenance (salary, perks, LTA, medical and other benefits) and
separation cost directly attributable to each individual.

4. Current Performance Appraisal Index [Key Performance Areas Index]
(KPAI)

Current Performance Appraisal Index refers to the rating of each HR on the basis of his/her
performance/ contributions in the year in question. For the sake of convenience, existing
Individual Performance Appraisal based on KPAs (70 % weightage) and team work (30 %
weightage) which is scaled from 1 to 10 has been accepted as it is and converted into a scale
of 0 to 2, where 1 stands for average performance, <1 stands for below average, and >1 for
above average.

5. Job Satisfaction Index (JSI)
A structured questionnaire shall be used for measuring the job satisfaction index of each HR,
which shall be converted into a scale of O to 2 as expained in point number 4.

6. Future Retention Cost (FRC)

Future Retention Cost refers to the costs committed by the organisation at the time of contract
of service/ appointment which is to be incurred on HR from time to time. It includes maintenance
(salary, perks, LTA, medical and other benefits) and separation cost directly attributable to
each individual which is payable in future. It takes into account regular increments based on
his performance.
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7. Potential Appraisal Index (PAI)

Potential Appraisal measures the future potential contributions of HR to the organisation.
For the sake of convenience present proforma of Personality Traits Assessment, being used in
the organisation, shall be used for the measurement of PA index and shall be converted into
ascale of 0 to 2 as explained in point number 4. But standard weights for each parameter and
each job shall be developed to find the weighted average index of the potential appraisal.

8. Experience Index (EIl)
Experience earned by a person during his service life makes him/her more efficient and effective
which is generally evident in the contributions made by that HR. Hence any model which does
not take into account EI and is based on future earnings of the HR shows higher values for
younger people and lower values for experienced people. The present model overcomes this
limitation by incorporating ElI.

9. Total Human Resource Value (THRV)

After having calculated HR Values for all emoployees by the above method, we add all the
individual values and multiply the total value with, OCI, EFI, LTI, LUI, and OPE. OCl is an
organisational factor which shall be measured by the use of primary data using a structured
questionnaire. In the second stage OCI may be separately measured for each level in the
organisational hierarchy. Other indexes take into consideration the organisational and
environmental factors on selected parameters. Hence Total HR value is not the simple addition
of individual values of all the employees of the organisation. It may be more or less depending
upon the organisational and environmental factors.

Suitable probability techniques will be used to incorporate the probability of promotion,
death, exit, etc. provided the statistics for the same is available in the organisation.

Assumptions:

1. There is generally a contract of service made when a person joins an organisation which is
a mutual agreement between the organisation and the employee that if both are satisfied
with each other then the organisation shall retain the person throughout the serviceable
life and the HR in return shall provide services to the organisation. That means the
commitment to pay throughout the life (both serviceable life and life after retirement)
takes place at the time of contract of service. As per the historical cost concept of financial
accounting, if acommitment to pay is made then the total cost can be treated as the asset
and the allocation of cost can be made as per the use. In the light of the above the future cost
to be incurred on HR is not discounted and is taken in actual rupee terms.

2. Cost incurred on human resource is generally less than the value of human resource and
both are highly co-related. Value is based on the contributions made by an individual to
the organisation. Hence indices like KPAI, JSI, PAI, and EI are used to convert cost into
value. These indices pertain to the individual and help in taking into account the
contributions (past, present, and future) made by him.

3. Total HR value is not the simple aggregation of individual HR values but is affected by
organisational and environmental factors like OCI, EFI, LTI, LUI, and OPE.

4. The HR has been classified into four categories (A, B, C, and D) and it has been assumed
that an employee will remain in the same category for his remaining servicef life in the
organisation. But this does not mean that if an employee changes his category then it will
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not be reflected. Each year current category will be framed which will be assumed for the
future serviceable life in the manner explained above.

5. It has been assumed that the policy of rate of increment for each category (A, B, C, and D),
gradewise is constant for one year. That means the current policy of increment has been
assumed to remain constant for the purposes of calculation of HR value for 1997. However,
any change in the policy shall be duly incorporated while calculating the HR value for the
forthcoming years as they cannot be predicted in advance.

6. Ithas been assumed that experience within the organisation is more relevant and important
as compared to experience outside the organisation. Hence more weightage has been given
to the former and less to the later.

Conclusion

The present paper is an attempt to provide a comprehensive framework including a new model
based on empirical research which may be used for decision making pertaining to human asset to
manage their responses. The HAAIS has been classified under two broad areas, i.e., HA Financial
Accounting Information System (HAFAIS) and HA Management Accounting Information System
(HAMAIS). HAFAIS focuses on the inconsistencies in the generally accepted accounting principles
(GAAP) and provides a model that is compatible with the accounting principles and hence can be
integrated in the annual reports of organizations. HAMAIS provides relevant information that
can be used for taking any type of decision pertaining to human beings of the organisation.

It can be concluded that it is the human beings who can reengineer the organisation on the path of
success, hence decision makers should take due recognition of the same by developing information
systems which can provide relevant information about human assets. The information system
should consider both the cost and value of human beings and should be able to make inter-firm
and intra-firm comparisons making use of external information including global benchmarks as
well. The author visualizes that human asset would get due recognition in corporate reporting and
decision making apart from a shift from Human Resource Management to Human Response
Management.
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