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Disclosure of Human Capital Practices:
The Case of the GCC Banking Sector
Ibrahim Elsiddig Ahmed, Ajman University, UAE

ABSTRACT

TheobjectiveistoassessthedisclosurepracticesofhumancapitalinthebankingsectoroftheGulf
CouncilCountries.Thisstudyaimstoassessthelevelandqualityofhumancapitaldisclosureand
toinvestigatetheconsistencyamongcountries.Thestudyinvestigatesthehumandisclosurepractice
ofeightbanksfromeachthesixgulfcountrieswithatotalof48banksoutofthe56nationalbanks
overfiveyears.Thepaperdevelopsthevariablesofthedisclosureindexbasedonlongdiscussion
withprofessionalandresearchers.Thedisclosureindexiscomputedforeachvariableforallbanks
underthesample.Compensationcomesasthemostdisclosedvariablewithanaveragescoreof2.87
Whereasknowledgeistheleastdisclosedvariablewithanaveragescoreof0.75.TheBahrainbanks
scorethefirstlevelofdisclosurewithadisclosurescoreof391,followedbyUAE,Qatar,andKuwait.
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INTRoDUCTIoN

Duringthetransferfromindustrialtotheknowledgeeconomy,moreemphasisisplacedonintellectual
capital(IC),whichiscomposedofhumancapital(HC),organizationalcapital,andrelationalcapital.
PapulaandVolna(2011)indicatedthatbothhumanandorganizationalcapitalcontainknowledge
oriented towards something inside the organization, whereas, relational capital contains outside
knowledge.

Humancapitalisdefinedastheskillsor/andcompetencies,trainingandeducation,andexperience
andvaluecharacteristicsofanorganization’sworkforce(HendryandBrown,2005;Miller,1999;
RoosandRoss,1997).WangandChang(2005)suggestedemployeeincrement/decrementratioasan
appropriateindicator.Humancapitalistheknowledgeandskills,whichindividualscreate,maintain
anduse(Armstrong,2006).

Although (HCD) is necessary for managers and investors to know the contribution of their
employees and plan for the future growth and sustainability of their organizations, its practice
remainsacritical,debatableandcontroversialissue(Higson,2014).HCDlacksaunifieddefinition,
anaccuratemeasure,anddisclosurestyle.Itisoneofthevoluntarydisclosureitems,whichmay
varyfromanorganizationtoanother.Hence,itisuptoanorganizationtodecidewhetheritwantsto
discloseitornotandinwhatamount,ifatall.HCDisalsofacingtheproblemofunifiedmeasurement
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tobereportedinaspecificstatement.Therefore,thispapercoversallinformationrelatedtotheHC
(education,knowledge,productivity,compensation,diversity,turnover,training,etc.)thatisavailable
indifferentpartsoftheannualreportsutilizedforthisstudy.

ItisagreedinthispaperthatHCisanassetbutverydifficult,ifnotimpossible,tobeincludedin
thestatementoffinancialposition.Thenatureofthisassetiscompletelydifferentfromothertangible
andintangibleones.Someofthespecificfeaturesare:

• HCsatisfiesthedefinitionofassetsinsomeaspectssuchas;generatingfuturebenefits,adding
benefitandvalue,andcontributingtorevenuesgeneration.HChasitsownfeaturesthatdiffer
fromassetsreportedonthebalancesheetinthefollowingaspects.

• HCisnotatransactionacquiredasset,whichcomplicatesitsexactvalue.
• Itdoesnothaveadefiniteusefullife.Therefore,itisnotsubjecttodepreciationoramortization.
• ThevalueofHC,unlikeotherassets,increasesovertimethroughexperience,education,and

training.

After the changes adopted by the International Accounting Standards Board (IASB)
to removea reliablymeasurableasset, there isagoodopportunity toestimate thevalueof
HC.Higson(2014)providedabroaderdefinitionofHCtoincludethesocialcapitalofthe
organization, that is, the shared skills andknowledgeof employees as a group and canbe
extendedtoincludeallintangibles.

ThisstudytriestoestimatethevalueofHCthroughanindexthatincludesanyvariablethat
contributestoitsacquisitionordevelopment.Thefactorsmaybetogeneratemoreresources(revenues)
ortheuseofresources(expenses).Therefore,thestudycancreateanindexbasedonthevalueadded
byHCthroughthedifferencebetweentherevenuesgeneratedbyHCandtheexpensesincurredfor
HCinadirectorindirectrelationship.

objectives of the Study

• ThemainobjectiveofthisstudyistoassessthelevelandqualityofHCDpracticesinthebanking
sectoroftheGulfCouncilCountries(GCC)duringafiveyearperiod(2013to2017).

• ItalsoaimstoinvestigatetheconsistencyandprogressofHCDpracticesamongdifferentbanks
inthesecountries.

Motivations of the Study
Disclosureofhumancapitalisnecessaryfororganizationsfromdifferentaspects:

• HDCprovidesusefulinformationtothedecisionmakersinandoutsidetheirorganizations.
It helps managers in employment, promotion, training, and evaluation decisions. In
addition,ithelpsinvestorstomeasuretheirvaluecreation.Abeysekera(2007)statedthat
theemployeeswanttoknowtheextenttowhichhumancapitalisdevelopedandvalued
bycompanies.

• Unreportedinformationdoesnotreceiveimportantattentionasitlacksanaccuratemeasure.
Bullen(2007)stated,“Whatgetsmeasuredgetsmanaged”.

• ReportingHChelpsmanagerstodevelopaccurateplanswithregardtothebenefitsandcosts
ofhumanresources.Mara,Ahmed,andHassan(2016)statedthatHCinformationwillhelp
investorsassesstotheeffectivenessofhumancapitalmanagementsothattheycandeliberate
theircapitalallocation.
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