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CHAPTErt I 

I HPORTA JCE OF ACCOLJJ'.JTII~G FOR 
HLJ.'.lAN RESOURCES 

It is obvious tha t people a cquire useful skills and know-

l edge e ven if it is not as obvious that these skills and knovrledge 

are a form of ca p:Lt,al ar:d t ha t this ca pital is l a r e;el y a product of 

deliberate inve stment . Hu.Q1an capital has g rO\m in .{estern socie ties 

a t D much faster r ate than nonhuman ca pita l and may well be t he most 

d i stinctive feature of the econ omic syst em . I t ha s been noted t ha t 

i:nc:i.·ev s e .s :10 nationa l out::mt have been l a r ge com;Jared with t he in-

crease of l and , man-hours, and physica l r e~))'.·oducibl e capita l. Invest­

ment in human capital may well be the major explanation for this 

difference. 

HU!llan ca pabilitj.es have been r e cognized for a long t i me a s an 

i mportant resource of a nation o.nd of a business ente r prise . Manage ­

ment has lonG been aHare of the im!;:)Ortance of its peopl e to the grm·rth 

and profitable operation of the enterprise. i'.fost corporations 111ake 

r e f erence to the value of employees by comment in their annual 

reports, of t en re ferring to their em ployee s as valuabl e a ssets . In 

view of the ::i cce9ted recognition o:f the va lue of hurnan r e sources , it 

is difficult to understand why today ' s a ccount ing methods and infor­

mation systems still virtually i gnore the human resource dimensions. 

Ther e is a dichotomy in accounting between hwnan and nonhuman 

capital of an ente r prise . Nonhuman ca pi to.l i s r e cof:;nized a s an asset 

of the fi rm . Thi s nonhurnan CD pitaJ. is then rocorded on the books 
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of the firm and is r €1.J)r ted. on , in the firm's financ:Lal statements. 

Hmnan capi te.l ha s b8en virtu.aJJ.y i gnored by t he Accountant except as 

an alemcnt of purchased goodtdll. Hhy has there been such a neglect 

in a ccountins f or human r esources'? 

There are several reasons 1-rhy outlays made a s investments in 

human resour·ces have been traditionally treated by accountants as 

cxoense s r a ther than ca pi·calized as assets. It i s partly because 

people do not clearly f it the definition of a ssets a s beine "things 

of value mmecl ." Our cnl tur e ha s constraints on t-rillingness to im-

ply 01.mership or to place a monetary Wtlue on people . You do not buy 

and sell peopl ,2 a s is nossible 1,rith ::.nanimat e ob jects. It has been 

diffi.cult to distinguish between the future benefits a nd the portion 

consu.rned currently of the outlays for recruiting, hiring, t.raining and 

developing human resources. Human resources are subject to only limited 

control by management and therefore, connote a lacking in tangible 

substance. Accounting, in the past, ha s shovm a hesitancy to treat 

intan~ibles as assets. 

Another constraint may be the l a ck of visible, physical change 

in hu.rnan assets from additional investments of training and development. 

Even though the physical changes in the personnel from further training 

may not be apparent, an investment has been made with the anticipation 

of a payoff, just as in the ca se vrlth a machine. Unl~ss there is evi­

dence that the additional training was a mistake, these costs should 

be ca pitalized and their expiration matched against the benefits re­

ceived f rom the additional investment. 

vrnatever the constraints may be, there are frequent examples 

of the implicit treatment of human resourct"s as business assets. You 
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frectuently find l a r ge corporations :;,urchas:"u1g small, technically 

oriented companies. They make these purchases not because of the 

va lue of their nonhuman asse ts, out to oota in their skill ed scientists, 

engineers, ,and management 9ersonnel. You see business organizations 

spencl:i.ng massive sums of money to train and. r etrain their key personnel. 

Yon see fin,:rncial analysts pointine; out that the valuation of a corn -

pany 's securitie s is o:ften based rn ore on the quality of its management 

t han on a ny other tact.or. 

The increasingl y t echnica l complexity of modern business and the 

l ength of time required for business personnel to gain the needed skill, 

experience, and juc:l.gement, appc:ars t o be a continuance of the trend 

to~·rard ma king brainpower the mo st critica l scarce resource. Viost 

busine ss oreanizations recoe;nize ti1e significance of the limited 

availability of personnel Hith key skills and plan carefully for the 

acquisition, use and maintenance of these personnel. But these manage-

ment decisions are most often made intuitively r ather than being based 

on information generated by the firm ' s a ccounting and information 

system. 

Existing accounting and information systems treat hu.rnan resources 

as an item of expanse. This can be verified by the fact that the only 

reference to peopl e on the typical profit-and-loss statement or balance 

sheet is under the heading of ''1.ifages and Salaries 11
• Both the entity 

and proprietary theories of accountine insist that items must be 01-med 

to qualify as assets. La.bor, as an economic factor o:f production, is 

not considered an asset. 
1 

1 R.enis Likert, The Human Q!:J.@!).i z,~"tJot}_, (, ieH York : i'ic-Grm·r-Hill 
·Sook Company, 1967 ), p;-1 z;~ 
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of outlays that should be treated a s asse t s . The expensi ng of such 

e;(panditures cause s a key part o.f a f irm I s i nvestment base to be 

i e;nored and t here :f.ore ;;,ri e l ds an incor rect r a t e of return on invest­

ment . This causes l e r,s t 11an optimal a llocation of resources in an 

e conoi'l1y ,·ihich opex·ate s under t he gener a l assumption that .funds wi thi n 

an e conoiny seek the hi
0

hest r a t e s oi' retur n . 

l-Iana gers operating UJ,der t he 9resent a.ccepted methods of ac-

counting for hurn2.n resources , do not have adequate tools for evaluating 

chanees i n the human assets of their organization . They cannot 

measure the e f fectiveness of their i nvestments , so they cannot make 

09tirnal a llocation of thei r hu111an resou:cces . They must make important. 

decisions with r e r;ard to their human resources 1.-Jithout a dequa t e infor­

mation and analytical tools with which to evaluate their decisions . 

They must make important arbitrary decisions on recrLL1.ting and hiring 

new employees, training , evaluating, promoting, transferring , discharg­

ing and replacing employees without adequate information. These 

management decisions can have a profound a.nd long lasting a ffect on 

employee morale, attitude and therefore, productiveness. 

It is accepted practice in the management of nonhuman resources 

to estimate the acquisition costs and to weigh the relative values of 

alternative investments that could be made to achieve the objective s 

of a firm. This level of analysis has not been extended to the area 

of management decisions on alternative choices in human resource 

management. 

ileturn on inve stment measures could be improved by incl uding 

measure s of chane;e of hLU11an resource cornhtion in the calculations. 
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Perfor,~ance measures that are ba sed on the asset s employed should 

include the value of the hum.an assets employed, if the measure is 

to be an a ccurate assessment of ·performance. 

1-Ianagement currently has no method for determining the return 

that the h1.unan assets are contribu.tine; to car ninc;s . They have no 

means to measure if the fi:c·r1 is allocatins i ts hUJnan resources in 

the most pro .fitabl8 iiay . In fact , management does not even have the 

means of measurinG its investment in human resources, or of deter mining 

:l.f their value is increas:i.ng , decre3 s i n g , or remaj_nin,g unchanged . This 

should. make a pp::i.rent , t he need for hurnan resource a ccounting . 



L:PLE1,ifalTAT.TO:,! O? HUl·IAii 
!,BSOU.RCE ACCDU,1iTDm 

i.,Jhat t her. , i s Hurr1an rlesonrc8 Accountine; ? 11!1uman resource 

accom1t ing is the proce ss o:f j_cJ. ent i.fyin3: , measuring , and communi-

eati ng in.formo.tior1 about lmma:i r e source s to facili t ate eff ective 

rna.n;:i.gement wi t hin 2.n orf_'c1.n:i.zation o I n a ,0=1.rti.cular organization, it 

involve s mea surements of t i1e a cqu:l.sition cost, repl a cement cost, and 

economic value of :iuman res·ources, and their changes throueh time . ,,2 

The concepts of human resource accounting are an extension of 

the accountil1e: pri11ci!)les of matcr'..ine: revenues and. costs and of organ-

izing data in financial terms a s :c·elevant fir1ancial information. The 

basic d:Lfference Hould be the requ.i.re:nent that hurnan resources be 

viei:-red as assets or investments of the firm. The methods used in 

measuri ne costs would be s imilar to the methods used in measurine; 

costs of other assets . The measurement of the condition of human 

a ssets and their value would require the use of the measurement t ools 

of the behavioral sciences. 

Hu111an resources fall into two broad cat egories--the internal 

group and the exte rna l e roup. The external ~roup would include the 

customers, suppliers and distributors , and the stockholders of the 

firm . The internal resources uould be the emplo:'ees of the firm . 

? 
·-rl.L. BrlliiJ.met, W. C. Pyle and E. G. Flamholtz, 11Accou.nt:Lnr.; for 

Hwnan Resources, 11 in Canadian Cha rtered Accountant, ed . by Gertrude 
r.lulca hy, F.C.A. (June > 19 6{)), p·). LJ,2:.J· - 427. 

/ 
() 
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The firm make s j_nvest inonts in ea ch of these grou9s ;_.j_ th the ho pe 

of ~~ett:i.nz future b8nefi t s i n r e t u!·n . Present r esearch has been 

concr.mtr a t ed on e s tabl i s hin ::; a fom1dation f.or a hwnan r esource a c-

counting syst em fo :r· t he int e1ynal human resou:cce group, but in tirrJe 

may be expanded to t :ne exte r;-w.l J l'OU) . 

T11e f :'Ll0 st phase of r e search i n numan r esource accountinp,; has 

been on the develo p:nent of a human r·esource accounting sys t em . This 

brinf;S forth t he need fo1~ 2;enera.liza tions or theory on identifying 

and tracine; of human r e source costs. There must be gu:Ldelines to 

follo1-r in a ccounting fo1~ these costs as assets or ex9enses and a 

set of accounts for classi f ying t hese costs. There must be state-

n1ents for reportine; changes i n these assets and r:1et hods developed 

for ana l ysis and inte r pretation of t hese same s tatentents. 

There must be development of ~enerali.zations about the ,·ray 

that i nformation provided by such a human r esource accounting sys­

tem, can be used effectively by mana eement. There must a lso be 

some generalizati ons made about the impact of such a syst em on the 

behavior of the people beine accounted for by the system . 

The accow1ting system of an organization must provide infor­

mation in a meaningful form, if managers are to be able to ·utilize 

the information effectively. This requires expressions of the infor­

mation on human resources in dollar terms, the same terms that non­

human resources are expressed in. 

There have been several methods or procedures su~;eested for 

det ermin;ine explicit values for human resources '.-Ii.thin a firm. 

One method SU[~c;ented hy Hckimian and '-Tones3 was to capitalize 

' ) 

.) James s. H0h.1ri:L.:m an :-l Cu:ctl ~, If. Jone s , "Put Peopl e on Your 
Balance Sheet , :r Harva r d_ .1us-1)~-~ t~~vt.2.l£., (Jm1ua ry- February, 1967), 
r. 1 O'?. 
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a man' s salary to :find his val ue . The l ack of a direct relation­

ship b0.t1·reen sa.l an, and an empl oyee ' s value to the firm l imits t he 

us~fulne ss of tnis c\'.Jl)I'oa ch. There are :)roblems in choosing the 

discount rate , t he t:Lrne pariod. t he :;:iresent value represent s and t he 

sala ry to be used . 

Another subgested m3tl1od is to detcmine the a cquisition 

costs of t he huP1an resources . This would r equire colle ctine or 

imputing the costs involved in recr uit ing , hi :cing , traininc; and de ­

velop:i.nz. ti1e employee . Thj_s 2.pproa ch is compar abl e to the standar d 
J, 

a ccou.ntin f, t raat rnGn-i:, of other. asset s . -,· The problem with this ap-

proach is that a man ' s va l ue c.:rn change . If the person is consi d -

e:ced an asset , shol1.ld M.s cost be a lloca ted t o future pariods through 

a rn.ethod of depreciation accountin,; '? 

Renis Likert 9roposes a met hod of measuring sta r t -up costs 'oy 

using ori 2;inal costs of hirine; a nd training personnel but also taking 

i nto conside1·at:i_on, t he syner [ istJ.c component of costs and t,j_me 

neeJ.ed for me!liber s of a f:Lrr.~ to establish ef'fective cooperative 

Horking rel a.tionsnips. 5 It 1·rnuld oe difficult to measure this j_nvest ­

ment in tirne needed. to develo p t hese r elationsh.i.ps. 

Another method suggest ed by Hikimian and Jones is to value 

human assets a t their replacen1ent costs. This uould be the estimat ed 

costs to a firm to r eplace people 1-1:i.th others that ha ve equal talent 

and experience. This method uould provide a more realisti c value j_n 

lj, 
R. Lee Bru.rnmet et . al., "Human Resource Hanagement--A Challenge 

for Accountants, 11 The Acco.En:ting Revie\·r , (April, 1968) 1 9 . 219 . 

5Renis Likert, Op. cit., p. 147. 
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inf"lat:i.onm7 periods as t he J.ss0 t v2.J.u.e uov.ld 0':! ac.: j us t.ed 1.1.f)W). _("(' . 

6 :·r'Ltn pr1 ce trends. Th5-s i s inconsi s t ent v;ith the current methods 

of va l uing other a ssets and. ·.rould hinder comparability with val u -

at.ion of nonhuman assets . 

A corri-petiti ve bi dcl.in~ method using t he e conomic concept of 

099ortunity cost 1·ms also sur:;gestec:J. by ifek:i.rn ic:o,n 2.nd Jones whereb_y 

the value of an asset 1:rnuld be determined by the opportunity co s t 

of the asset 1·Il1ich is :i.ts rna:i::i rnum va lue i n an alte1·nati ve u se . The 

value Houl cl be est ablished 'oy t he co:,1!x~titive bi ddin e; of t u o or 

inore invest i:ent cerr~e r 1r.m ic1.~ers oi.ddi w; for t he same scarce emr,iloy-

ee s . A r.u~n?.n asset u o1.1.l d have value only ui:1en it is a scarce re -

source such a s uhen i ts em:)loyment in one cent e r Houlcl. deny i ts use 

i n t he other center. The hi ::;'1est bi dder uould get tne asset and 1:muld 

j_nclude the bid price in its i nvestment base. Even if it is based 

on the •:rell a ccepted law of s upply and dernand, it has a great weak­

ness in that erriployees of the type that can be easily hired f rom 

outside the firm , would not be considered scarce, s o they uould. not 

have an asset value . This could also lead to shifting o:f employees 

wtthin the firm to the point that work 1-rould b8 disrupted and employee 

security and morale could be destroyed . 

Another approa ch suge;ested by Likert is to calculate the e co­

nomic value of hu.rnan assets. The oosis of this concept is that 

differences in present and fut ure earning s o f two simila r firms in 

t he same business are due to differences in t heir hurnan organization . 7 

6H k " . ' J e 11-.iian ana ones, Op. cit., P"fJ • 107-110. 

7n.enis Likert, Op . cit., p. 1L~8 . 
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A e:eneral approach to estimating the contriouti on hw1w.n resources 

make to the total e conoF1ic val ue of t he .firm is to forecast future 

earnings and then discount them to find their present value. A 

portion of this pr esent value could then be allocated to the human 
., 

resource s based on their contr ibutions. 
0 

The good1·d.ll method :Ls another e conomi c valuation method. 

Th"is involves t:canslatine; a corr.pany = s earnings in excess of the in-

d.ust:cy average into good,-;-j_J_l a:1.d t hen Jlloc2.tin[ tM.s i~ oocbrill to 

hur,12.n resourcss in tcru1 s of thG r a tio of human assets to total assets 

of the firm. The ~):CO blem is l10H fo i nitially value the human assets 

in the fj_rn1 to derive the c'\sset rat:i.o . The f;Oodwill method is mo:ce 

feasible Lf the ea1'ninc s in excess of t he :i.nd.ustry a.verage are eo.pi -

talized and then a llocated to the hu..rnan resourcest but the problem 

is to determ:1.ne what capitalization rate to useo Another weakness 

of the goodi·r:i.11 method is that i t asswnes that human assets add value 

to the firm only when firm earnine;s exceed the industry average.9 

These are some of the methods suf::mested by early researchers 

i.11 a ccounting for hwnan resources. Each method has its own advantages 

and each its mm shortcomings. They all attempt to establish a 

verifiable e conomic value for human resources Hithin an organization 

Dnd to account for the chanr,es over time in the value of these resources. 

Each method has the t:oal of providing mana2;ement with information in 

a forrn that can be understood and used to obtain more effective 

R 
't<. . Lee Brummet et .al., Op. cit., p. 220. 

9R. L. Brwnmet, et.al ., Op. cit ., p . 219. 
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utilization o:f the firm 's resources . 

Human asset accountins is a feasible and useful concept. There 

i s s ome e vidence to support t he vi.e~-r that the a ccounting profession 

is moving toi:-rard the a cceptance of a ba sis for r ecording assets a t 

their true value . The shift may be ve ry gradual but i t appears t ha t 

eventually , a systen of .s. ccou.ritinr: f or hu:,1an 1~esources may be come 2. 

~--art of accotmU_n~ practice throu.::;hout i ndustry . This can be sup-

po:cted by t he incr eo.sed inter est. in ·c.he r esearc':1 'oein:; clone i n t he 

areo. of human res ource account.in_; . 

status to hun1an 1~eso11rcc s 2.nd listi :; the se asset s at d.o]_lar 1.ralues 

i n t he f i na:1 cia l st.2 t ement s of 2. :fir m. The u.::,e o l' a hu:nan resource 

a ccounti ng sy stem could provide more a ccurate information on hu.rnan 

resources and i:·:ou.ld D.id management in de cis:i.on naking and aid in 

obtaining a more optimal a llocation of t hese resources . Such 2. system 

Hould a i d in a sse t manacement including the concept of steuardshi p . 10 

'I'hc manager has the respons:i.bility to see that assets pl aced under 

his control a:ce u.s ed effectivel y anc.i to maintai n and, uhere possible~ 

to enhance the val ue of t hese assets . 

~- 'hen an a ccount structure fo r capitalizing human resource out ­

l ays has been est ablished, thought must t urn t o developing a s ystem 

for r e coi~.::lin::i; the expiration of t hese asset values. Such a sy stem 

must provide f or reco1·din[~ 1-rriteoffs Hhere needed beca use of t ermin ­

a tion and other occurrance s that re9resent losses of hu.-nan resources . 

___ ...... _ _,, __ ,_.... _____ ,_ __ 

1 OT. 1 . · • cl - 0 !leiamian an Jones , p . cit., p . 111. 
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Periodic arriortizc1.ti on snoiJ.1d. be cornt1u.ted ar1ci based on the 

usefu.J. life e;:9ectan cy of the investment . The systen of d.0pr eciations 

2. ccountin~ for human r e s ource s should follou t he a cceut ed accomTc; nc-
- ... - (,J 

:1rin cipl e of match:l.n;:; 1~'Jvenues c:.nd. ex:'.)ensP.s . U:.<1.ere there is t he ao-

senco of a cl.i.r ect means oi' 2.ssocia ting cause and effect , the costs 

shouJ.cJ. be associated as exp2nse s of a s:9e cifj_c a ccount:i.ne; ;:x::ri od on 

tt1e 0<.'.sis of an attcm:?t to alloc2-.t::: co s t .s :i.n a. syst ernatic and. rati on-

Once the syst e!'l of o. ccount i11:.:; for human resom·ce s is set up, 

a.nd. put j_nto use , t.ne :_;_n for,!la t:i. on ~;eneratcd by ·;:,he syst em must be 

ar ranged in an u11ders t,.;1.nd2. bl e ~ilc'.l.nne:c . 'J~his could entail the creation 

of neu reports and stJ.t euent s or inco:cporation of t he da.t a i nto the 

present f:Lnanci0.l state:rtents of the f ir:11. 

At the pr esent state of devel o~:xn.ent in accomrt.ing for human 

resources , it 1:rou.J.d a?1Jear to be preferabl e to incorporate the i nfor-

niat ion on hurnan r esources in the present financial statements only if 

the stater,1ents are limited to internal use . The potential value of 

human r esource accountine; a s a llleans of generating da:t.2. for external 

users of the :financial sta t ements is si3:nificant , but the state of 

the art has not prngr essed tha t far. Public reporting requir e s a hic;h 

degr ee of cornpo.rability and ob,jectivity of r eports arnong the se}xlrate 

firms of a pa rticular industry . As stated before , the state of t he 

art of human resource accounting has not advanced to t hat degree of 

reliability a t this time. This should not prevent firms from estab­

lishing a hU!llan resource a ccounting system as the potential value of 

infonnation generated by such a syster,1 has e;reat value for inter nal 

use. 
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Gi-IAPTER I H 

ACTUAL EXPERIEN CE Ii,i OP&'lATIOti OF A 
h1JNAH RESOURC'i!: ACCOUf,iTHlG SYSTEh 

Y;Jhat is belie ved. to be the first human resource account1ng 

system :i.n use , ,:fas put into operation on January 1, 1968 by the 

ito Go Barry Cor9oration. T!.1.e:i.r obj e ctive uas to develop a usable 

syste~;J t hat would ei ve them better inform a.ti on on the cond.i tion of 

the hwnan r esources and uhich could be intei rated with conventional 

2. ccounting i nformat:i.on . T}ri.s objective l ed them. to the outlay cost 

ap~)roa ch measu.J:'i nc; i nvestments on human resources . They recognized 

th::i.t the fi.rr.1 mJ.kes investments in or·ganizational htunan resources 

otner t r~an in6.ividuals sucr1 as investments :i.n ;:;roup '.)rocesses, team 

development and hru:1an resources ou-cside the company. This was felt 

to be too b1·oad an area to begin with, so t hey chose to concentrate 

on the outlay cost approach on ninety-five ma.Ylagers within the firrn. 11 

They first had to i dentify human resou:cce acquisition costs i n 

order to separ ate them from othe r costs o.f the fi.rm. This required 

fornmlation of rules and procedures to di s tinguish between the asset 

and expense components of hu.rnan r esource costs. They set up seven 

functional capital accounts and established an accow1t for- each 

manager on a replacement cost basis. 

The seven functional asset a ccounts Here for recruiting out-

lay costs, a cqui sition costs, formal trainins and familiarization 

11
R. L. Wondruff, Jr., 11 Hun1an Re source Accountin;:; , 11 C:madian 

Chartered Accotmta!!.t, September, 1970, pp . 156-1 61. 
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CO SL,3 , invost:ncnt buildj_n a e: .·J~ r,_· ~nee cos<·.s, c1~"'a' dovelo~nonJ. cos"- s · - L> - - - - '. ~ ' !!<· ~·- l, I.,~ • 

. rncrt. woul d be included under ea ch classi' _f ·.·.,.c.-:i.-l,·i·on 7,-.;ow.·ld. v·1r, · .,,,('o,'1 - - '-'· J J. - . , 

fi.r :ri to iil"m as '(JOul d t he need for suc:1 a broad classification of 

fm1ctions . P. sirn9lif ied ;llo-::l.el of t:1e human resm.E·ce accounti nz 

s;ystGm develo'r)?.cJ. at the '.·I. . Go GO.n·y Cor.90:ration is i n cluded as 

r,, • • • t I . r 1 • - o .,r. -·- ' ; s ·--.~. "'-' ~ 1 2 0 :v.11i )l · in . t 9p2nc.ix 1 , _ l, ... :Ju..r- ,. • 

Ti1e Eai'J:'y Cor; or2.tion bc:_::2.n a systematic colle ction of' ciata 

on. j_nvcst nicnts in n;a:12.gerial hu1:ian r esou:cces o Cio:clays that uere 

clo.ssec.1 a.s i nvest!ncmts i n h1.~man r esources had to r.1eet the conventional 

t ,2,s t for· ca. :::i:U:,.e.lization . 'I'o 11::? CcJ.)it.alized , ti1e ex:)end:Lture made must 

be ex)2ct0.d to provide a retu.:c::1 over' 8. 921~iod. g:r·eater than t he current 

a ccounting 02:;:iod . Th8se :i.nve stmcmts i n cluded direct out- of-pocket 

e;qenc.htures fol' items S\).ch as recru..i.tin::; a:.d acquis:Lt ion o.nd seconcU:r, 

a llocations of salary for :x::cioclf; ,rncn t ;1e comµa.ny is unable to bene-

f it fully from a.n er1pl oyee I s e:f.fort,s as c1.urinz. per i ods of training 

and development. 

The account bala.r1ces on human resources are amortized annually. 

This is based on the ex~)ected Horkins life of the empl oyee or on a 

fixed shorter period for accou."lts such as t raining and devel opment 

costs . If an employee de9arts from the com~y a total 1-rrite- off 

i s made and partial ,-rf'j_te - offs are made Hhere necess :Ltated by 

obsolescence of the investment . 

The Barr y Corporati on developed a pro forma balan ce sheet and 

income statement . These are included in the Appendix as Exhibit II 

12R 
l • 1 . Brumme t , tr. C. Pyle and G. Flamholtz , Op . cit. ., 

p . !.~?.? . 
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and III and reflect the i rnract o:f :1urn2.n resource accou11tinc infor­

,nation on t he other f.i.nancial informatj_on in the reports . These 

reports are included. i:-rithout comment and the only purpose beinG to 

sho,,i one possible format for re ports that include human resource 

accounting information. 

In 19?0, t:1e ~ rry Corpo:cation developed a I Human i{esource 

C.'lpita.l 3ucl.c.;et I by convertin.G to dollar terms the personnel action 

and developnent nla ns for each unit of the company. This Hill be 

usecl. by t heii.' rnai1a.;;ers to co:n~).'l:ce actual perfo:cn12.nce with planned 

p,8rformance . 

Althouz;h t he ?u.rl'Y hum.a.n resource a ccom1tinE system is still 

in the develop:-iient sta~c , it :1as been sho;-:rn to provide valuable 

information ior plarming a nd eval uat:Ln g their performance in rnanazing 

their hu.r,1an r8sources . The system needs i mprovement and this will be 

accomplished in due time. They believe that conventional accotmting 

practice will in time come to r e coe;nize human resource accounting in 

financial reporti.~~. 
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