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Abstract

Employees are the most important assets of an enterprise and its success or failure depends on their qualifications and performance. The current accounting system is not able to provide the actual value of employee capabilities and knowledge. This indirectly affects future investments of a company, as each year the cost on human resource development and recruitment increases. Human resource accounting is a direct part of the social accounting and aims to provide information on the evaluation of one of the most important components of the organization, namely human capital.  Human resource thus requires the necessary attention in order to achieve corporate objectives. This paper investigates the impact of investment in human resource training and development on employees' effectiveness in SAIL.  A quantitative measure published by the Institute of Intellectual Capital Research and approved by the Saratoga Institute database was used to assess human resource effectiveness in SAIL.

Introduction
In present scenario, despite the global change, Human Resource Accounting is major issue for research & analysis in management. It primarily identifies the aspects of the progress in the company.  This department determines the direction of the organization whether to move backward or to move forward in any industry.  The development of human resource accounting originated from the growing needs of the importance of human assets in the management organization.  It functions as the department that monitors the people who are involved in the organizational resources.  In addition, it is doing the monitoring of  the development, progress in assets and revenues of the company. 
Objectives of the Study
The study has the following broad objectives:

1. To examine the overall human resource management of the Maharatan Company SAIL.

2. To analyze the effects of human resource accounting on the organizational growth by applying technique of ratio analysis.
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Research Methodology
To study the effects of human resourse accounting on the organizational growth of the India’s largest steel producer company SAIL, the annual statements have been rearranged and presented in a suitable and appropriate form. The relevant data have been mainly gathered from the published annual reports and accounts of SAIL. The study covers a period of nine years, 2002-03 to 2010-11.

Conceptual Framework and Literature Review: An Overview of Human Resource Accounting

“The concept of human resource accounting was first developed by Sir William Petty in the year 1691.” “But research into true human resource Accounting began in the 1960 by Renris Likert.The American Accounting Association’s Committee on Human Resource Accounting (1973) has defined Human Resource Accounting as “the process of identifying and measuring data about human resources and communicating this information to interested parties”. HRA, thus, not only  involves measurement of all the costs/ investments associated with the recruitment, placement, training and development of employees, but also the quantification of the economic value of the people in an organisation. Flamholtz (1971) too has offered a similar definition for HRA. They define HRA as “the measurement and reporting of the cost and value of people in organizational resources”.

(Sackman, Flamholtz and Sullen, 1989). Boudreau and Berger (1985) noted that HRA made significant contribution in solving numerous personnel selection problems. During this period, numerous experiments dealing with the influence of Human Resource Accounting information on decision-making were carried out.In 1995, European Commission (EC) prepared guidelines for the disclosure of Human Resource Accountings Information. Also, in Denmark the European Centre for the Development of Vocational Training (CEDEFOP) provided guidelines on Human Resources Accounting. Outline (2001) stated that one aspect of accounting that has received significant attention is the area of human capital. The money that enterprises spend of human resources had traditionally been reported in the account as a cost rather than as investment. More precisely, organizations do invest on training and development of their employees to get the best of them.

Characteristics of Human Resources Accounting

The following characteristics of HRA have been identified
· Its a system of accounting in which identification of human resources is made.

· Investment made in human resources is recorded.

· Measurement of costs and values are made.

· Changes occurring in human resources over a period of time are also recorded.

· Communicates information through financial statements to interested parties.
Objectives of Human Resource Accounting 
The following objectives of HRA have been identified: 

· Identification of "human resource value" 

· Measurement of the cost and value of people to organization. 

· Investigation of the cognitive and behaviour impact of such information 

· To reflect fairness in presentation, distribution and disclosure of all material facts of the business enterprise 

Developing Employee Capabilities & Competencies in SAIL

SAIL, a Maharatna company, is India's largest steel producer, holding 20 per cent market share of domestic crude steel production.. SAIL produces both basic and value-added steels for various user segments. In order to develop its human resources for harnessing their potential to the fullest and for according ample opportunity for realizing individual as well as organizational goals, company has been making sustained efforts through various training and development activities with focus on preservation of skills, transfer of skills and knowledge, training in specialized/advanced skills and technology in collaboration with reputed organizations and development of effective managerial competencies through association with premier institutes. Preparing employees for tomorrow, for effectively taking up challenges and discharging new roles and responsibilities was given a major thrust.(SAIL annual report- 2010-11)

Evaluation of Human Resource 
Gul (1984) expresses that human resource is the profit lever of the knowledge economy. According to him employees of organizations possess knowledge and skills necessary to perform useful functions and achieve the firm's goals and objectives. In essence, the employees contribute in no small measure in generating income for the firm. Similarly, Steven (1993) argues that employees interact together and transform other resources of the firm so as to add value. What results from this transformation through ''a pool of human resources" is reflected in the profit of the firm. Thus., it is on this basis that human resource needs to be accorded a high priority and constantly appraised.  

The following are the quantitative measure adopted to assess the human resource effectiveness:

a. Revenue Factor: This is a basic measure of human capital effectiveness and it is the aggregate result of all the drivers of human resource management that influence employees' behavior. This is calculated by taking the total revenue and dividing it by the total headcount of the organization. 

b. Expense Factor: This is equally a basic measure of human capital effectiveness. It shows the operating expenses per each employee in the organization. This expense factor is calculated by taking the total operating expenses and dividing it by the total head count of the firm.

 c. Income Factor: This measures the operating income of the organization for each employee. This operating income is usually the profit before tax of the company. This factor is computed by taking the profit before tax and dividing it by the total head count of the organization. 

d. Production Factor. This measures the production per employee of the organization. This is calculated by taking the total production  and dividing it by the total headcount of the organization. 

.

Table 1; Extract Annual Reports and accounts.
	 
	2002-
03
	2003-
04
	2004-05
	2005-06
	2006-07
	2007-08
	2008-09
	2009-10
	2010-11

	Net Sales (Rs. Crores)
	16836.54
	21296.82
	28344.9
	27837.6
	33923.1
	39510.2
	43150.1
	43319.6
	44918.7

	Operating Expenses(Rs. Crores)
	5995.43
	6977.88
	6033.06
	6380.93
	7201.29
	29840.1
	34848.8
	32584.8
	36977.1

	Profit before tax(Rs. Crores)
	-316
	2628
	9365
	5706
	9423
	11469
	9399
	10132
	7194

	Production (Thousand tonnes)
	43893
	46607
	46006
	51808
	52722
	54615
	52270
	52657
	53680

	No.of Employees
	137496
	131910
	126857
	138211
	132973
	128804
	121295
	116950
	110794


Source:  Annual Reports of SAIL from 2002-03 to 2010-11

Table 2: Results on Human Resource Evaluation
	 
	2002-
03
	2003-
04
	2004-05
	2005-06
	2006-07
	2007-08
	2008-09
	2009-10
	2010-11

	Revenue factor (N per employee)
	0.122
	0.161
	0.223
	0.201
	0.255
	0.307
	0.356
	0.370
	0.405

	Expenses factor (N per employee)
	0.044
	0.053
	0.048
	0.046
	0.054
	0.232
	0.287
	0.279
	0.334

	Income Factor (N per employee)
	-0.002
	0.020
	0.074
	0.041
	0.071
	0.089
	0.077
	0.087
	0.065

	Production factor (N per employee)
	0.319
	0.353
	0.363
	0.375
	0.396
	0.424
	0.431
	0.450
	0.485


Analysis of Result 

Revenue Factor 
This ratio measures human resource effectiveness, based on the perspective that employees work together to achieve the objective of the organization by generating revenue. The revenue factor shows that despite of the decline in the number of employees i.e. from 137496 employees (2002-03) to 110794 employees (2010-11), the revenue per employee shows an increasing trend throughout the study period except in 2005-06.This rising revenue factor is due to the fact that SAIL considers its human resources as its most valuable asset and has been continuously investing in this asset through systematic and well-planned programmes to make it current with latest technologies and processes.
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Expense Factor 
The operating expense per employee shows a fluctuating trend throughout the study period. This was due to the increase in the raw material cost, the changes in the stores and spare consumption expense, the repair and maintenance expense and the employees cost regarding additional provisions of employee’s related benefits and the provisions related to the revised salaries and wages.  
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Income Factor 
The income factor also shows ups and downs during the period of study. The profit  was affected adversely, mainly due to adverse impact of input prices consisting of imported coal, indigenous coal, limestone, nickel, ferro alloys, aluminium, boiler coal, purchase power, increase in royalty on minerals, salaries & wages, higher interest & depreciation. However, the adverse impact on profitability was partially off set by management
initiatives such as higher volume of saleable steel production, increase in net sales realisation of saleable steel, better product mix and higher value added steel production.
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Production Factor

The production per employee shows a rising trend throughout the period of study. SAIL's large skilled manpower base is a source of strength. With continuous emphasis on skill based and multi-skill training, company has been able to achieve the highest ever the production factor at 0.485 per employee during 2010-11. 
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Conclusion and Suggestions
The importance of human resource in any organization cannot be overstressed. It is concluded from the present study that, SAIL has recognizes the potential of human resources in providing competitive advantage and considers its employees as most valuable resource. The company has achieved its level of excellence through investing in its human resource, which are at the back of every activity, every technology and every innovation. However, it was found that the regular superannuations, over the years, have resulted into skill depletion largely in the technical areas.   Therefore it is suggested to the company that beside technological upgradations and modernization, the company should also make efforts towards competency development. The company should continue to work for developing capabilities and realization of best potential of its people. The company should also take continuous efforts for active participation by employees, implanting a conducive ambience for exhibiting creativity and innovation by employees and ensuring a climate that reflects synergy and contagious enthusiasm has been at the core of HR initiatives and interventions.
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