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Abstract  

This paper examined Internationalization of Human Resource 
Accounting: Disclosures in Financial Statement in Nigeria Firms. 
Survey research design was employed to study the sample which 
consisted of 240 respondents who were drawn from a cross-section of 
locations, professions, groups in manufacturing companies and banks 
in Delta and Anambra States. The data collected were analyzed using 
mean and Standard Deviation. Recommendations were made that for 
human resource assets to produce income, there is need to capitalize 
the outlay cost of recruitment in an organization and that the 
Accounting standard board and other relevant authorities should look 
into it and come up with a financial reporting standard on human 
resource accounting activities amongst others. 
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Human Resource is a term which refers to the set of individuals who make up 
the workforce of an organization or a business entity. According to Syed (2009), it 
composes the energies, skills, talents and knowledge of people which potentially can be 
applied to the production of goods and services rendering. The success of any 
organization depends on the ability of the human resource to effectively ad efficiently 
optimize other resources such as land, equipment and money hence human resource are 
the greatest assets at the disposal of businesses. According to Syed (2009), “our 
greatest assets are our people” is declared in most companies’ annual reports. 

Human resource accounting is the process of identifying and measuring data 
about human resource and communicating this information to interested parties. Okpala 
and Chidi (2010), explain that human resource accounting relates to the quantification 
in monetary terms of human resource employed by an organization and assert that a 
well developed system of human resource and capital accounting could contribute 
significantly to internal decisions by management and external decisions by investors. 
The work of Bassey and Tapang (2012) points to the fact that human resources have 
been identified as one of the main source of competitive advantage by many 
organizations in today’s economy. Particularly, the private sector organization is widely 
diverse and has focused on human resource as having special strategic value for 
organization development. Amaefule (2008) maintains that the qualification of the 
value of human resource helps the management to cope with the changes in its quantum 
and quality so that equilibrium can be achieved in-between the required resources and 
the provided human resource. As a result, it becomes imperative to put measures in 
place to effectively manage people with their needs and expectations to enhance 
productivity, hence, proper appreciation of human resource accounting will enable 
managers take appropriate decisions regarding investment in human resource. It will 
also provide comparative information regarding costs and benefits associated with 
investments in human assets. 

Human Resource accounting has been the focus of many academic researches 
since the late 1960’s. This may be attributed to the apparent increasing recognition 
within the business community of the importance major stakeholders attach to socially 
and environmentally responsible corporate behaviour. It is also pertinent to note that 
modern economies are moving from production-oriented operations to service oriented 
operations thereby rekindling interest in human resource accounting. A number of 
empirical studies have highlighted the need to capitalize human capital asset in the 
balance sheet of companies as against being written off as expenses in the profit and 
loss accounts. Enofe, Mgbame and Ovie (2013), in their work concerning the valuation 
of human assets attempts to place money value on human capital in the balance sheet. 
They noted that human resource accounting has helped in solving most personnel 
related problems in corporate organizations. They further assets that sustainable 
competitive advantages are attained when the firm has human resource pool that cannot 
be imitated or substituted by its rivals. Flamhottz, Bullen and Hua (2012) add that there 
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should be long term perspective in managing people and urged that people should be 
considered assets rather than merely variable costs. Syed (2009) argues that corporate 
organizations acquire human resources variable costs. Syed (2009) argues that 
corporate organizations acquire human resources to generate future revenues, and 
therefore human resource should be considered when valuing a company by 
capitalizing instead of expensing them in the current period. 
 
Challenges of Human Resources Accounting in Modern Management  
There are many challenges which make the management reluctant to introduce human 
resources accounting. Afolabi (2014), outlined some of the attributes, as: 
1) There is no proper clear cut and specific procedure or guideline for finding 
cost and value of human resources of an organization. The system being adopted has 
certain drawbacks. 
2) The period of existence of human resource is uncertain and hence valuing 
them under uncertainty in future seems to be unrealistic. 
3) The much needed empirical evidence is yet to be found to support the 
hypothesis that human resources accounting as a tool of management facilitates better 
and effective management of human resources.  
4) As human resources are incapable of being owned, retained and utilized, 
unlike the physical assets, there is a problem for the management to treat them as assets 
in the strict sense (Abubaka, 2006). 
5) There is a constant fear of opposition from the trade unions as placing a 
value on employees would make them claim rewards and compensations based on such 
valuations. 
6) Inspite of all its significance and necessity, the tax laws don’t recognize 
human beings as assets (Mohar, 2009). 
 
Conditions that must be Present before Adopting Human Resource Accounting in 
the Organization   
Afolabi (2014), outlined three factors that need to be adopted and they are as follows: 
1) Top management must be willing to adopt the human resource philosophy. 
2) Organization must be willing to invest in money and time. 
3) There must be people knowledgeable and willing to learn. 
 
Statement of the Problem  

The practice of human resource accounting in Nigeria firms is more of a 
mirage than reality as human resource is not reported in financial statement. Kirfi and 
Abdullahi (2012), argue that the existing accounting practice lacks regard for human 
resource as an asset and has significantly discouraged the use of any or a combination 
of measurements and technique(s) in quantifying human resource let alone reporting it 
in Nigeria firms. Bassey and Tarpang (2012) examined the influence of expensed 

Internationalization of Human Resource Accounting: Disclosures in Financial 
Statement in Nigeria Firms - Samait Oluwatoyin Afolabi, Ph.D and Nneka Rita 

Udoye, Ph.D 

 



 

 

4 

 

The Intuition, Volume 8 No 1, June, 2018   ISSN 2276 – 9692 

Human Resource Cost (HRC) on corporate productivity and found that expensed 
human resource (remuneration, dismissal and protection and compensation) costs are 
important determinants of expensed human resource cost and does significantly 
influence corporate productivity. The major challenges encountered in the recognition 
of human resource as an asset rest largely on its characteristics, quantification in 
monetary terms and the method of reporting. 

Though the idea of accounting for human resource started many years back, the 
concept still lacks acceptability. Many researchers have conducted researches on how 
humans with an organization can be valued and reported in the financial statement of 
such organization. Human resource accounting and reporting by corporate 
organizations is still at the infant stage in Nigeria. Some of the firms have invested 
heavily in human resource and have applied human resource accounting in one way or 
the other. The investments by these companies in human capital development are 
normally not reflected in their balance sheet as assets but expenses in the profit and loss 
accounts. So the paper seek to ascertain the irrelevance of Internationalization of 
Human Resource Accounting: Disclosures in Financial Statement in Nigeria Firms 
 
Objectives of the Study  
The study specifically sought to answer the following: 
1) To find whether human resources accounting create impact in organizational 
performance. 
2) To evaluate the execution of valuation of human resource, recording the 
valuation in the books of account and disclosure of the information in the financial 
statement. 
 
Research Questions 
The study was guided by the following research questions  
1) How do human resources accounting create impact in organizational 
performance? 
2) How do firms execute the valuation of human resource, recording the 
valuation in the books of account and disclosure of the information in the financial 
statement? 
 
Method 

Survey research design was employed to gather information from the 
respondents of the companies targeted. The population comprises of the companies 
staff which are Accounting departments, Auditing/internal control department, users of 
financial statement compilation which were considered to be the relevant departments 
for this study. Simple random sampling techniques were used which consisted of 240 
respondents who were drawn from a cross-section of locating, and professional, groups 
in manufacturing companies and banks in (Onitsha and Asaba) of Anambra and Delta 
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States respectively. There responses to the two research question on 
Internationalization of Human Resources Accounting: Disclosure in Financial 
Statement in Nigerian Firms (IHRADFSQ) which centered on how Human Resources 
Accounting create impact on organizational performance. The roles of the workforce in 
profitability of an organization and relevance of Human Resources Accounting 
disclosure in financial statement. The questionnaire were developed by the researchers 
as the instrument for data collection (designed in four likert scale) of eleven 11 items of 
(IHRADFSQ) was used to garnered information from the respondents. The validity of 
the instrument was validated by two professors in accounting departments, University 
of Benin (Edo State) for facts, relevant and content validity and the reliability was 
established using response of twenty representatives of manufacturing companies in 
Edo State which were not part of the population for the study. The reliability test 
produced a coefficient of 0.86 using Spearman correlation co-efficient. 

The questionnaire were administered personally by the researchers and 
retrieved after one week for analysis. The Data collected were analyzed using mean and 
standard deviation. Any responses from 2.50 and above is accepted for the mean rating 
that Human Resources Accounting create positive impact on organizations performance 
and recording the valuation in the books of account and disclosure of the information in 
financial statement will go a long way while any response below 2.50 is not accepted 
for the purpose of decision making in the organization. 

 
Results 
The results obtained from the study are shown on the table below: 
 

Table 1: Mean Rating on How Human Resources Accounting Create Impact on 
Organizational Performance 
S/N Item X SD Remarks 
1. It helps in long term investment decisions  3.08 0.87 Agreed 
2. It develops effective managerial decision making 3.29 0.63 Agree  
3. It prevents misuse of human resource 3.23 0.80 Agree  
4. It helps the efficient allocation of resources 3.13 0.93 Agree 
5. It increases human asset productivity 3.26 0.83 Agree  
6. It facilitates good performance measurement assessing 

strength and shortcomings of an organization    
2.61 1.08 Agree  

 Total mean / SD = 18.60 5.14  
 Grand Mean /SD =  3.10 0.86  

 
Table 1 shows that the respondents considered all items in the tables as agreed that 
Human Resources Accounting create impact on organizational performance which 
enables them to make better use of scarce resources and assessing the strength and 
shortcomings of the organization. 
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Table 2: Mean Rating on the Execution of Valuation of Human Resource, 
Recording the Valuation in the Books of Account and Disclosure of the 
Information in the Financial Statement 
S/N Item X SD Remarks 
7. Acquisition cost including costs of recruitment, 

hiring, selection and placement of employee  
3.09 0.86 Agree 

8. Extra-ordinary health costs needed to be 
assetized 

3.20 0.81 Agree  

9. Separation costs of employees 3.36 0.75 Agree  
10. Formal training development costs of 

employees  
3.28 0.74 Agree 

11. Salaries to be paid during their probationary 
period 

3.43 0.84 Agree  

 Total mean / SD = 16.36 4.00   
 Grand Mean /SD =  3.27 0.80  

 
Table 2 shows that most companies in Nigeria use the notes to the accounts as the main 
medium of disclosing information about human resource in their report. It also shows 
that the profit and loss accounting is used as medium to report human resource 
accounting as all item scored above 2.50.    
 
Findings  

This study shows in table 1 that HRA create positive impact on organizational 
performance which can create a competitive advantages to the firm. This result 
corroborates with previous empirical studies of Okpako and Olufawoye (2014), Saeed 
and Mahnaz (2013), Hamid and Naghshhaudi (2012) Farihorz and Raiashekar, (2011), 
Okpala and Chidi, (2010) Wang and Chang (2005), Cardon and Steven (2004), and 
Givord and Maurin (2004) that Human Resources Accounting indicate positive impact 
and increase the asset of the organization which enhances more profit, equips 
management to make effective and efficient decision to move the organization forward. 
Also they observed that human resources has direct and positive influence on firm 
performance using Return on equity.     

Table 2 shows that there were certain items that were disclosed in different 
parts of the annual reports by different firms. This could be attributable to the non 
harmonization of human resource accounting disclosed practices and also the non 
existence of an accounting or nay regulatory reporting standard for human resource 
accounting of all the disclosures by Nigerian firms, non placed monetary value on its 
entire workforce, there was no use of employee valuation model. It is suggested that 
monetary valuation is not put upon human resource accounting in Nigeria based on the 
various models for human resource valuation but the best that is done is the disclosure 
of qualitative and quantitative information that centre round Human resource 
accounting disclosure practices. Qualitative information as per investment in human 
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resource is expensed in statement of financial performance (profit and loss account). 
Also, there was no company that furnished information on total value of human 
resource. This is in agreement with Owoola and Ibukun (2014) that said there is no 
accounting standard or treatment of human resource accounting either from the 
International Standards Board or the Financial Reporting Council of Nigeria. Also 
Badiyani, (2012) identifies the growth and wide acceptance of International Financial 
Reporting Standards (IFRS) as a trigger for the necessity of considering human 
resource as an asset of the firm. Moreso, Akintoye (2012) notes that from the very hot 
debate going on the adoption of IFRS since 2004 in many countries, it thus appear to us 
that the issue of human resource accounting may soon find a prominent place in 
international reporting, as the failure of so many enterprises is now pined down to 
human behaviour/failure rather than failure of known traditional/conventional assets.      

Finally, companies will generally like to disclose information on human 
resource in order to keep up with reputation, societal expectation and employment 
brand. Corporate organizations will like to pride themselves as choice employer. It is 
therefore not surprising that a company will make effort to communicate to existing 
and prospective staff what makes it a desirable place to work and this is achieved 
through Human resource accounting disclosures. 
 
Conclusion  

The research empirically investigate human resource accounting disclosures in 
financial statement in Nigeria firms. Findings reveal that though Nigerian firms in the 
financial services disclose both qualitative and quantitative, more of quantitative data 
were disclosed. Financial institutions disclosed more on human resources than 
manufacturing companies but the difference in disclosure was not statistically 
significant. However, none of the Nigerian companies in the financial and 
manufacturing firms currently make use of human resource valuation model and as 
such, the value of human resource is not reported on financial statements, especially the 
balance sheet. 

In order to enhance the expression of the true and fair view of the state of 
affairs of a company in financial statements, companies may consider valuing human 
resources using the valuation model that suits individual organizational peculiarities 
and featuring same in the balance sheet, which will lead to better analysis than a 
conventional balance sheet. There is no legislation on reporting human resource 
practice. This explain the lack of uniformity in the presentation of information on 
human capital in annual reports. Except the accounting standard on intangible asset 
(IAS 38) and employee benefit (IAS19) (employee benefit is only an aspect in human 
resource accounting) there is no accounting or financial reporting standard that 
specifically and comprehensively addresses the issue of human resource practice. 
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Recommendations  
Based on the findings of this study the following recommendation were made:    
1) For human resource assets to produce income, there is need to capitalize 
the outlay cost of recruitment in an organization. 
2) The Accounting standard board and relevant authorities should look into 
and come up with a financial reporting standard on human resource accounting 
activities. 
3) Human resource should be taken out of profit and loss account and bring 
them into the balance sheet if human resource is accepted as an asset or valuation of 
human resource as an asset. 
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