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Methodology 

Using a sample of Korean listed firms (2010-2015), pooled OLS regression analysis is 

conducted to show whether firms that offer employees higher levels of permanent, 

relative to temporary contacts demonstrate higher firm performance/efficiency. 

Purpose 

Because no international accounting policy exists to mandate human capital (HC) 

information must be reported on financial reports, the association between workforce 

HC and firm performance/efficiency is not well-established. South Korea is a rare 

example with high HC reporting quality, as well as relatively high national productivity. 

On the other hand, in some developed countries (such as the UK), HC reporting quality 
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and productivity is low. Moreover, there is an increasing propensity to offer employees 

non-standard contracts. Thus, because of a divergence in HC reporting quality 

internationally, the South Korean sample can provide valuable insights to countries 

with weak HC reporting quality about the association between contract quality and firm 

performance/efficiency. 

Findings 

Firms that provide employees with increasing permanent (temporary) contracts 

experience higher (lower) performance/efficiency. 

Originality/value 

Because of data unavailability, a positive association firm-level performance/efficiency 

and permanent employment can only be made in a handful of countries. The study has 

policy implications and extends the non-financial reporting literature by addressing HC 

reporting limitations that exist in the mainstream accounting framework. Based on 

relative operational efficiency/performance, the study offers practical insights to 

management about the importance of staff retainment. Moreover, we also offer an 

anthropocentric perspective by inferring how low HC reporting quality can have a 

negative impact on society in Industry 4.0.  

 

Keywords: annual reports; human capital; legitimacy theory; productivity; accounting 

policy; employee rights 

 

 

1. Introduction 

  It is widely reported in the Human Resource Management and Industrial 

Relations literature that human capital (HC) is a firm's most valuable asset (Curado et 
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al., 2011; Guthrie et al., 2012; Guthrie and Petty, 2000; Johanson, 2001; Mouritsen et al., 

2001; Sveiby, 1997). However, in the accounting literature, there is no consensus on the 

best approach to report HC on financial reports. Historically, there have been arguments 

that HC should be directly recorded on Annual Reports as an asset or equity 

(Hermanson, 1964; Hekimian and Jones 1967; Flamholtz, 1974; Wall et al., 2003). 

However, Flamholtz (1975) surmises that recording HC as a numerical value on Annual 

Reports is a flawed concept because assets require ownership rights by definition. As a 

result, no accounting policy exits to mandate firms report HC information on Annual 

Reports. Thus, in the extant literature, studies using large datasets to associate HC and 

firm performance/efficiency are limited.  

Recently, there has been increased pressure on the accounting profession to 

enhance HC reporting quality to provide employee information on a comparable, 

structured and consistent basis (Bassi et al., 2015; Fincham and Roslender, 2003; 

McCracken et al., 2018; Roslender et al., 2012). However, as of this date, there is a 

knowledge gap regarding the type of information that would be useful to stakeholders. 

There are differing view regarding; i) the arguments put forward by some in the 

accounting profession, inferring HC information should be presented as a numerical 

value on financial statements; ii) arguments put forward in Industrial Relation’s 

literature, inferring the ability, skills and the knowledge of a firm's workforce adds 

value to business operations (Becker, 1975; Fitz-Enz, 2009); and iii) anthropocentric 

perspectives that infer firms have a responsibility to report HC information as an ethical 

consideration (Lim and Mali, 2021). Because of the conflicting views of stakeholders, as 

of this date, HC reporting is unstructured an opaque. 

Because of a lack of regulatory oversight, management have discretion 

regarding the level of HC information made available to the public on financial reports. 
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Based on legitimacy theory, firms that provide HC information, over and above expected 

levels can be considered as aligning their business strategies with the expectations of 

society (Guthrie et al., 2004; 2006). On the other hand, management can choose to only 

disclose positive HC information as an image management strategy (Abeysekera and 

Guthrie, 2004, 2005; Tinker, 1980; Tinker and Neimark, 1987). Thus, because firms can 

choose (not) to disclose HC on Annual Reports, academic tension exists regarding how 

HC influences firm performance/efficiency. This study therefore has several 

motivations. 

First, it is widely acknowledged that human/intellectual capital information 

provided on the Annual Report (Dumay, 2016; Gowthorpe, 2009), Corporate Social 

Responsibility Report (Brennan et al., 2013; Cho et al., 2012) and Integrated Report (De 

Villiers and Sharma, 2020; Flower, 2015; Menicucci, 2018) is limited. To address this 

caveat, the non-financial reporting (NFR) literature demonstrates how information that 

is excluded from the mainstream accounting framework can be informative to 

stakeholders (Baboukardos, 2017; Baboukardos and Rimmel, 2016; Jackson et al., 2019; 

La Tore et al., 2018). Whilst NFR HC information is rare internationally, South Korean 

Annual Reports include unique NFR HC information such as temporary/permanent 

contract information (Lim and Mali, 2021) following government interventions (Hundt, 

2015; Kim, 2010; Kim and Rowley, 2006; Lee, 2005; Lee, 2015) and an impetus to 

enhance financial reporting quality (Choi et al., 2017; Mali and Lim, 2018, 2020i,ii). This 

study is therefore motivated to extend the NFR literature by providing evidence that 

structured, firm-year, NFR HC information that is excluded from the accounting 

framework (currently available in South Korea, but not internationally) can be 

informative to market participants. 



5 
 

Second, the main research question of this study is: Do firms with higher a 

higher ratio of permanent (relative to temporary) contracts demonstrate higher levels of 

efficiency performance? To the best of our knowledge, this is the first study to associate 

HC and operational/relative efficiency. This study is unique because relative firm 

efficiency is estimated using Data Envelopment Analysis. More specifically, the optimal 

revenue a firm can achieve, using (excluding) inputs that are (not) available to 

management to generate sales. In the productivity literature, there is increasing 

evidence that relative efficiency is a robust measure of operational firm performance, 

because compared to simple accounting ratios, it is less susceptible to bias, and more 

reflective of business operations (Baik et al., 2013; Dermajian et al., 2012; Frijns et al., 

2011; Mali and Lim, 2021). Thus, by using relative efficiency as a firm performance 

variable, the study can provide valuable insights to management about the effect of HC, 

contract quality and workforce management on operational business 

performance/efficiency. 

Third, HC information is required by labour unions for collective bargaining 

(Americ, 1985; Blackett and Sheppard, 2003; Bosch, 2015; Craft, 1981; Gernigon et al., 

2000; Hui, 2014; Maunders and Foley, 1984; Mautz, 1990; Shen et al., 2008; William et 

al., 2020).  Moreover, socially responsible investors require HC information to base 

investment decisions (Beal and Goyen 1998; Berry and Junkus, 2013; McLachan and 

Gardner 2004; Nilsson 2008; Rosen et al., 1991). However, in the vast majority of 

countries, based on current financial reporting requirements, HC is not reported on a 

structured basis. We are therefore motivated to provide a normative perspective and 

policy suggestions about the necessity to integrate a more robust HC framework into 

the mainstream accounting framework. 
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Fourth, anthropocentric perspectives are limited in the 

efficiency/productivity literature (David, 2016). It is widely reported that Industry 4.0 

will result in higher firm efficiency, however, unemployment will also increase 

(Stojanova et al., 2019; Bonekamp et al., 2015). Thus, the study is motivated to explain 

how opaque HC reporting quality can have a detrimental effect on society in Industry 

4.0.  Fifth, by means of a comparative case-study approach, we are also motivated to 

show how low HC reporting quality can be detrimental to an economy. The UK is 

considered a relevant case study because; i) UK legislators recognize the ‘productivity 

problem’. ii) The UK has low HC reporting quality (Bassi et al., 2015; Fincham and 

Roslender, 2003; Li et al., 2008; Lim and Mali 2021; Striukova et al., 2008; Roslender 

and Stevenson, 2009; Vandemaele, et al., 2005). iii) Legislators have attempted to 

mandate higher levels of HC reporting quality (DTI 2001; CIPD, 2017), but this has not 

been accepted by firms. iv) UK firms have an increasing propensity to offer low quality 

contracts (Farina et al., 2020; Koumenta and Williams, 2019). Therefore, because GDP 

and firm performance are linked, using a South Korea/UK comparative analysis basis, 

the UK can be used as case study to explain how low HC quality can be detrimental to an 

economy. 

The paper proceeds as follows. In section 2, relevant literature will be 

reviewed, and the hypothesis will be developed. The research design will be introduced 

in section 3. Section 4 will provide the results of the main analysis. In section 5, 

additional analysis will be conducted. Section 6 concludes.  

 

 

2. Literature Review and Hypothesis Development 

2.1. Literature review 
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As a result of technological advances, Industry 4.0 will change business 

operations forever. Many repetitive tasks conducted by humans will be replaced by 

artificial intelligence (AI) and deep learning systems (Terziyan et al., 2018). It is also 

widely accepted that in Industry 4.0, the relationship between humans and new 

technologies will revolutionize production systems in an equivalent manner to the 

industrial revolution in the 19th century. At present, the literature reports that three 

different types of relationships have the potential to exist between employees and new 

technologies: a) AI can be used in fully autonomous systems; b) AI can be utilised, but 

being dependent on human inputs, or; c) a shared control relationship based on the 

close interaction between humans and IT systems (Wang et al., 2015). Increasingly, the 

literature reports that a close relationship between AI technology and employees is 

likely to be the most effective and common relationship. Therefore, in the current 

industrial climate, there is increasing impetus to nurture HC in preparation for the 

adoption of Industry 4.0. 

Stojanova et al. (2019) report that there will be a significantly higher level of 

unemployment in the 55 to 65 age group in the next ten years. Bonekamp et al. (2015) 

report that there will be new employment opportunities for high-skilled workers; 

however, there will be increasing levels of unemployment for low-skilled employees 

(Stojanova et al., 2019). Therefore, Industry 4.0 can be considered from both a i) 

productivity/efficiency and ii) an anthropocentric perspective. At present, very few 

studies report an anthropocentric perspective. David (2016) surmises that the 

productivity benefits of Industry 4.0 should not come at the expense of human factors. 

However, the majority of studies associate Industry 4.0 with efficiency benefits. From a 

purely economic perspective, firms have two options to improve efficiency. Firms can 

increase outputs by generating higher sales (Technical efficiency) or by decreasing 
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inputs such as salary expenses (Production efficiency). Of the two, decreasing inputs can 

be considered the easier short-term option, because it does not require strategic 

planning (Lim and Mali 2019). Industry 4.0 is based on the premise that investing in IT 

systems will reduce various unnecessary operational expenses to increase production 

efficiency. However, salary expense and other staff investments can be considered by 

management as operational expenses that can also be reduced to enhance efficiency 

(Merino, 1993; Stovall and Neill, 2017).  Therefore, it can be surmised that as a result of 

Industry 4.0; i) new IT systems will lead to increased efficiency, and ii) there will be job 

losses because of new technologies. However, surprisingly the direct association 

between workforce HC and firm efficiency is not widely reported in the extant 

literature. 

The reason the relationship between HC and firm efficiency is rarely reported 

in the literature is that no financial reporting policy exists to mandate that firms must 

report HC on financial reports on a structured basis. In this study, it is inferred that firm 

temporary/permanent contract terms can be considered a parsimonious and felicitous 

proxy of HC and associated with firm performance/efficiency. However, only in a 

handful of countries such as South Korea, firm-level contract information is disclosed on 

a transparent basis. Therefore, HC reporting framework limitations are discussed. Of 

the three main financial reports, the Annual Report is considered the primary document 

by information users (Dumay, 2016). There have been numerous attempts to develop 

models to report HC on Annual Reports (Hermanson, 1964; Hekimian and Jones, 1967; 

Flamholtz, 1974; Wall et al., 2003). However, allocating an asset/equity value for 

employees has been criticised because employees are not physically owned by firms, as 

defined by a traditional asset (Flamholtz, 1975). Thus, whilst there have been 

arguments that providing structured disclosures about HC on Annual Reports can 
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enhance information quality (Gowthorpe, 2009), in the vast majoirty of countries, 

employee level data is reported on an unstructured basis on Annual Reports. 

Second, to overcome the limitations associated with HC reporting in the 

Annual Report, the Corporate Social Report adopts a business sustainability approach. 

The Corporate Social Responsibility Report offers information about HC ethics for 

benchmarking purposes (Leung and Gray, 2016). However, whilst Corporate Social 

Responsibility Reports provide valuable information to make business sustainability 

inferences, comparable numerical information is not presented on Corporate Social 

Responsibility Reports (Brennan et al., 2013). Thus, they are criticised as being a public 

relations management tool (Cho et al., 2012). Third, the Integrated Report is considered 

as a breakthrough in intellectual capital reporting (De Villiers and Sharma, 2020). 

Dumay et al. (2016) argue that the Integrated Report has the potential to be used by 

market participants to explain the association between HC and firm performance. 

However, the level of Integrated Reporting participation is lower than expected (De 

Villiers and Sharma, 2020). Others argue that Integrated Reporting has lost impetus, 

and is subject to regulatory capture (Flower, 2015; Menicucci, 2018). Taken together, 

the literature infers that whilst HC information is demanded by market participants, the 

financial reporting framework has limitations. 

Non-financial reporting (NFR) refers to information that is excluded from the 

mainstream accounting framework but can be informative to stakeholders (La Tore et 

al., 2018). Jackson et al. (2019) surmise that NFR information is increasingly being 

demanded by information users for three reasons.  First, in the absence of structured 

and transparent information, NFR can be considered a mechanism by which business 

ethics can be evaluated by market participants. There is increasing evidence that NFR 

information can be an indicator of good business practice (Baboukardos, 2017; 
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Baboukardos and Rimmel, 2016). Second, as inferred by KPMG (2016), NFR information 

is increasingly being used by legislators to inform policymaking. Third, there is evidence 

that NFR information can be utilized by market participants as an indicator of firm 

value/performance (Jackson et al., 2019). Given the increasing importance of NFR for 

stakeholders, the literature can be extended with studies that provide empirical 

evidence that NFR HC information, that is excluded from the financial framework, can 

have an intervening effect on firm performance/efficiency. 

South Korea is a unique dataset where HC NFR information is reported on 

Annual Reports as a rule. Therefore, the effect of workforce/employee level HC and firm 

performance/efficiency can be explicitly made in South Korea. It is not possible in the 

vast majority of other countries. The literature provides two reasons why South Korean 

firms offer transparent HC information on Annual Reports.  First, due to limited natural 

resources on the Korean peninsula, following the Korean War, South Korea's national 

productivity strategy has been based on developing human resources (Hundt, 2015; 

Kim, 2010; Kim and Rowley, 2006; Lee, 2005; Lee, 2015). Thus, legislators mandate that 

HC information must be reported on Annual Reports. Second, South Korea is shown to 

be an early-adopter of various accounting policies to enhance transparency and to 

increase public confidence in the accounting profession (Choi et al., 2017; Mali and Lim, 

2018, 2020i,ii). Thus, South Korea's policy to report transparent HC information can be 

considered a i) a national productivity strategy, and ii) a policy to enhance financial 

reporting quality. 

HC reporting quality differs internationally based on financial reporting 

requirements (Belal, 2019; Diaz‐Carrion et al., 2019; Jamali, 2015; Nia, 2018). Given that 

HC information is important for labour unions (Americ, 1985; Craft, 1981; Maunders 

and Foley, 1984; Mautz, 1990; William et al., 2020) and is becoming an increasingly 
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important consideration for ethical investors (Beal and Goyen 1998; Berry and Junkus, 

2013; McLachan and Gardner 2004; Nilsson 2008; Rosen et al. 1991), it is surprising HC 

reporting does not exist in the mainstream accounting framework.  Because there is no 

international requirement for firms to report HC, management can select one of two 

options when making HC disclosures. First, legitimacy theory is the process by which 

firms demonstrate social responsible business practices to the public (Deegan, 2009; 

Henderson et al., 2004; Lindblom, 1993). Transparent HC information over and above 

expected requirements is considered a legitimacy strategy (Guthrie et al., 2004, 2006). 

Second, management can choose to disclose favourable HC information as an image 

management strategy (Abeysekera and Guthrie, 2004, 2006; Tinker, 1980; Tinker and 

Neimark, 1987). Therefore, given the differences that exist internationally, a study that 

shows the strengths/weaknesses of HC reporting systems, and their effect using a 

competitive analysis approach, can provide valuable insights to legislators (Scraggs et 

al., 2013). 

The UK is considered an informative comparison by means of a case-study 

approach, because it would not be possible to repeat this study in the UK. Therefore, the 

UK is used to demonstrate how low HC reporting quality has the potential to be 

detrimental to the economy, stakeholders and society. British firms have lower levels of 

HC reporting quality compared to developed countries (Bassi et al., 2015; Fincham and 

Roslender, 2003; Li et al., 2008; Striukova et al., 2008; Roslender and Stevenson, 2009; 

Vandemaele, et al., 2005). As a result, permanent/temporary contract information 

amongst many other forms of HC are not routinely reported in the UK. Furthermore, 

whilst South Korea was equivalent to a sub-Saharan country 60 years ago, South Korea 

currently has higher HC quality, compared to the UK (Lim and Mali, 2021). Critical 

scholars infer low HC reporting quality is a result of industrial relation policy failures, 

https://www.emerald.com/insight/content/doi/10.1108/SRJ-06-2013-0074/full/html?casa_token=V9pZIH0s1dUAAAAA:YWOjcSezGqbhQzVdB811fWYue5qnEUd5ZzsOSHlQOP-aaB9iw7tduMpgpnv0oF6ozEXn0bR0nLz_cCtb5ohvavjdS0NEGyOM92oDNHXQHcvvvYdlaVKq#b38
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which has put shareholder wealth above employee welfare (Nolan, 1989; Metcalf, 1989; 

Nolan, 1994; Nolan, 2011). Other argue that the UK labour market has prioritised skills 

supply through the public education system (Lloyd and Payne 2016, Keep 2020). 

Regardless of which supposition is more likely, the British government has routinely 

attempted to intervene to enhance HC reporting quality (DTI 2001; CIPD, 2017). 

However, as of this date, they have been unsuccessful. 

A phenomenon known as the 'productivity puzzle' is recognized as a crucial 

problem for the UK government. Therefore, a lack of firm-level HC information1 can be 

considered a limitation for government decision making, because firm performance and 

GDP is linked. Thus, a South Korean insight can be valuable to countries such as the UK 

and other countries with low productivity and HC reporting. HC investment such as 

training and skill development have the potential to improve individual, workforce and 

national productivity (Becker, 1975).  Fitz-Enz (2009) reports that HC is increasingly 

being considered important by the British government and legislators in productivity 

debates. However, in the UK, there is an increasing pivot to provide employees with 

zero hour / non-standard contracts (Farina et al., 2020; Koumenta and Williams, 2019; 

Rubery et al., 2016; Wood, 2016). Thus, as a basis for comparison, the UK can be 

interpreted as having i) low HC reporting quality, ii) a government that attempted to 

intervene in enhancing HC reporting quality, iii) a productivity problem, and iv) 

increasingly, lower quality contracts are provided to employees. 

In this study, three theories are introduced to explain why providing higher 

levels of permanent contracts, relative to temporary contracts has the potential to 

enhance firm performance/efficiency. First, resource-based theory (RBT) implies that 

                                            
1
 Because of firm-level data unavailability in the UK, the Office of National Statistics (ONS) collects 

aggregated contract data using questionnaire data. 



13 
 

firms can be considered homogenous based on tangible assets. However, firms develop 

comparative advantages based on the heterogeneous skills of their employees (Goh, 

2005; Grant, 1996; Mousavi et al., 2012; Li et al., 2020), including investment in 

employee training (Ballot et al., 2006). There is also evidence that temporary contracts 

diminish HC as a resource (Bishara and Orozco, 2012). Thus, from a purely economic 

perspective, reducing wage expenses can enhance firm efficiency / profitability. 

However, RBT infers that by investing in employees and providing permanent contracts, 

firms are likely to be more profitable. 

Second, insecurity associated with temporary employment has a negative 

effect on physical health and wellbeing (Cheng and Chan 2008; De Cuyper, et al., 2009; 

Hopkins, 2017; Kim et al., 2017; Virtanen et al., 2008). Temporary employment is 

associated with alcohol dependency (De Cuyper, et al., 2009).  Furthermore, there is 

evidence that the motivation of temporary employees is lower compared to permanent 

employees (Millward and Brewerton, 2000). Whilst there is evidence that the job 

satisfaction of temporary workers is higher than permanent employees (Dawson et al., 

2014), the literature suggests that temporary employment is likely to have negative 

effect on individual performance, hence firm performance. 

Third, Hecklau et al. (2016) report that firm competitiveness is directly 

associated with terms of employment and employee involvement. There are several 

studies that surmise that a firm's ability to adapt to technological and business trends is 

associated with employee involvement (Kyndt and Baert, 2013).  Employee engagement 

is associated with developing trust, organisational openness and leadership (Bedarkar 

and Pandita, 2014; Thomas et al., 2009).  Tortorella et al. (2108) consider employee 

involvement to be a sense of belonging to an organisation through a high degree of 

commitment. They also posit that employee involvement empowers employees to 
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enhance business operations. Mann (2009) suggests that employee involvement 

enhances employee satisfaction, which directly influences a firm's profitability and 

competitiveness. Kagermann et al. (2013) also surmise that including human 

involvement in operational decision making should be considered a business strategy, 

because it promotes social engagement. Employee involvement is also considered a key 

feature of developing the skills required to adapt to the changes in Industry 4.0 through 

employee training and skills (Benešová and Tupa, 2017; Buer et al., 2018; Tamás, et al., 

2016; Schuh et al., 2015), which can be considered a key element of an organization's 

success. Thus, in Industry 4.0, providing employees with permanent contracts can be 

considered a direct strategy to encourage employee involvement, hence enhance firm 

performance. 

 

2.2. Hypothesis development 

There are two potential relationships between permanent (temporary) 

contracts and firm performance/efficiency. First, there is evidence that management 

consider reducing labour costs as a strategy to increase production efficiency (Merino, 

1993; Stovall and Neill, 2017). In the UK, there is evidence that non-standard contracts 

are becoming the norm (Farina et al., 2020; Koumenta and Williams, 2019), which 

implies firms may consider that there is an economic benefit to offering lower quality 

(temporary) contracts to employees, as opposed to permanent contracts. The above 

would be captured as negative relationship between permanent employment levels and 

firm performance/efficiency. 

Second, there is evidence that increasing temporary contracts reduces labour 

productivity (Diaz‐Mayans and Sanchez, 2004; Rodríguez‐Gutiérrez, 2007). Therefore, 

whilst there is a cost reduction associated with reducing contract quality, it can have an 
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intervening negative effect on revenue generation. Based on this inference, we 

hypothesize that it is more likely a positive relationship will exist between permanent 

employee levels and firm performance/efficiency. To provide a conceptual framework 

for our hypothesis, four assertions are borrowed from the literature. I) compared to 

permanent employees, employees with temporary contracts are less likely to develop 

psychological traits such as loyalty, motivation or a sense of shared ownership (Kuvaas 

and Dysvik, 2011). II) RBT implies that firms are homogenous, but investment in 

employees can lead to heterogeneous employee skills that develop comparative 

advantages (Ballot et al., 2006; Bishara and Orozco, 2012; Goh, 2005; Grant, 1996; 

Mousavi et al., 2012; Li et al., 2020). Thus, by providing permanent contract terms and 

by investing in employees as a resource, employees are likely to add value.  

III) temporary workers are likely to have lower mental health and physical 

health compared to permanent employees (Virtanen et al., 2008; Kim et al., 2017). IV) 

Moreover, the literature show that permanent employee involvement provides firms 

with various comparative advantages (Bedarkar and Pandita, 2014; Hecklau et al., 2016; 

Kyndt and Baert, 2013; Mann, 2009; Thomas et al., 2009; Tortorella et al., 2018). Based 

on the above, the following hypothesis is developed: 

 

H.1. Firms that provide employees with permanent contracts are more likely to be 

profitable/efficient than firms that provide employees with temporary contracts.  

 

 

3. Research Design 

The dependent variable Relative_perform is estimated using a Data 

Envelopment (frontier) Analysis (DEA). The model is an extension of the models 
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developed by Mali and Lim (2019) and Demerjian et al. (2012). In equation (1) relative 

firm performance/efficiency is estimated as sales divided by resources (PPE, Operating 

Lease, Goodwill and Other Intangibles) and expenses (Cost of goods sold, SG&A, net 

property, plant, and equipment, net operating lease and purchased goodwill) that are 

directly under the control of management to generate sales. There is increasing 

evidence that absolute accounting techniques such as ROA are less informative 

compared to relative efficiency measures (Baik et al., 2013; Dermajian et al., 2012; 

Frijns et al., 2011). For example, Mali and Lim (2021) provide evidence that relative 

efficiency is impounded into borrowing costs, whilst ROA does not have an intervening 

effect. To explain the computational superiority of relative performance/efficiency 

compared to absolute efficiency ratios (such as ROA), three issues are highlighted. First, 

ROA’s denominator, total assets is subject to various accounting treatments. Second, all 

assets are included into the ROA ratio, regardless of whether they are directly used to 

generate revenue or not. Third, ROA considers all asset/expense inputs to be equal for 

all industries. On the other hand, relative efficiency provides a unique optimal frontier 

of the most effective utilization of resources (from highest to lowest) for all inputs for 

separate industries. Thus, relative efficiency measure can be considered a felicitous 

variable to report the effect that providing permanent/temporary contracts can have on 

operational performance/efficiency. 

  

𝑚𝑎𝑥𝑢𝜃 =
𝑆𝑎𝑙𝑒𝑠

𝑢1𝐺𝑖𝑣𝑒𝑛𝑅𝑒𝑠𝑜𝑢𝑟𝑐𝑒𝑠+𝑢2𝐶𝑜𝑠𝑡𝑠
         (1) 

 
Where, 
Output 
Sales  : Gross Sales 
 
Input 1 
Given Resources : PPE + Operating Lease + Goodwill + Other Intangibles 
 
Input 2 
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Costs  : Cost of goods sold + SG&A 
PPE  : net property, plant, and equipment 
Operating lease  : net operating lease 
Goodwill   : purchased goodwill 

 

Relative firm performance/efficiency is estimated as follows. First, a Decision-

Making Unit (DMU) is recognized at consolidated/listed firm level. Second, for each 

DMU, the denominator sales (output), and the resources that are directly under the 

control of management (input 1 and 2) in equation (1) are placed in a balanced panel by 

industry and year. Third, to discover the most effective utilization of resources at firm, 

industry and year level, a weighting structure is included. In equation (2), for all DMUs, 

sales is represented by O and given resources and costs are represented by P. 

Weightings for input and output values are denoted by u and v. These weightings 

produce a DEA vector in equation (2), which estimates an efficiency optimization 

frontier of resource utilization for all firms per industry and year.  Finally, the efficiency 

ratios/vectors for each industry and year are scaled based on the output of the most 

efficient firm so they are comparable on a 0-1 basis. For example, the most efficient 

mining firm can have an efficiency ratio of 3.4/3.4 =1. By comparison, a mid-level 

efficiency firm in the IT industry has the potential to have a ratio of 5/10=0.5. This 

procedure allows for a comprehensive analysis of relative performance. 

 

∑ uiyik
 O
i=1

∑ υjxjk
P
j=1

 k = 1, … , n.          (2) 

 

In equation (3), the cross-sectional OLS regression analysis model is listed. 

The main independent variable of interest, Perment_emp equals the ratio of permanent 

contracts to temporary contracts. As explained in the hypothesis, it is expected that 

firms that invest in their employees on a permanent basis are likely to have higher 
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levels of performance/efficiency compared to firms that offer contracts to employees on 

a temporary basis. 

 

𝑅𝑒𝑙𝑎𝑡𝑖𝑣𝑒_𝑝𝑒𝑟𝑓𝑜𝑟𝑚𝑖𝑡 =  𝛼 +  𝛽1𝑃𝑒𝑟𝑚𝑒𝑛𝑡_𝑒𝑚𝑝𝑖𝑡 +  𝛽2𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛽3𝐵𝑖𝑔4𝑖𝑡 + 𝛽4𝐴𝑢𝑑𝑖𝑡_𝑓𝑒𝑒𝑖𝑡 + 𝛽5𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒 𝑖𝑡 + 𝛽6𝑅𝑂𝐴𝑖𝑡 +

𝛽7 𝐵𝑖𝑔_𝑂𝑤𝑛𝑖𝑡 + 𝛽8𝑀𝑎𝑟𝑘𝑒𝑡_𝑠ℎ𝑎𝑟𝑒𝑖𝑡      (3) 

 

In Table 1, control variable estimation is reported.  Size is estimated as the 

natural logarithm of total firm assets. Because smaller firms are likely to be growing at a 

faster rate compared to larger established firms, a negative association between relative 

performance and total assets is expected. Big4 is a dummy variable that takes the value 

of 1 if a firm is audited by a Big4 audit firm, 0 otherwise. Big4 auditors are reported as 

being more conservative compared to Non-Big4 firms (Herrmann et al., 2008). Thus, 

Big4 clients have the potential to have lower performance compared to Non-Big4 

auditors. Audit_fees is estimated as the natural logarithm of audit fees. In a Korean 

setting, various studies demonstrate that audit fees are associated with an audit firm's 

incentives to demand a fee premium based on a client's audit risk (Mali and Lim, 2020; 

Lim and Mali, 2020). Therefore, we expect that audit fees will have a negative 

association with firm performance. Firms that are able to secure higher levels of debt 

relative to assets are likely to have higher level of performance for expansion. Thus, we 

expect to find a positive association between Leverage and firm performance. 

   

<Insert Table 1 Roughly here> 

 

ROA is estimated as profit after tax divided by total assets. As explained above, 

whilst relative efficiency can be considered an alternate to absolute efficiency measures 
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such as ROA (Baik et al., 2013; Dermajian et al., 2012; Frijns et al., 2011; Mali and Lim), 

both are considered proxies for firm performance. Thus, a positive association is 

expected between Relative_perform and ROA. Big_Own is calculated as the percentage 

ownership of the largest shareholder. Large shareholders are involved in a firm's 

business strategy and operations and have been shown to demand robust governance 

to enhance reporting quality (Liu et al., 2018). Therefore, increasing shareholder equity 

ownership is expected to have a positive influence on firm performance. Market_share is 

calculated as firm share of sales divided by market share of sales. It can be expected that 

firms with higher market share have developed a comparative advantage relative to 

peers. Thus, we expect a positive association between market share and firm 

performance. 

Because the study uses cross-sectional data, 0/1 dummy variables are 

included for i) each year to control for year effects; ii) 0/1 dummy variables are also 

included to control for industry effects, based on SIC codes. To control for the effect of 

outliers, all data is winsorized for the top/bottom 1%. 

 

<Insert Table 2 Roughly here> 

   

In Table 2, details about our sample selection process are shown. Data is 

collected from 2010, for 6 years to the end (start) of 2015 (2016). South Korea 

mandates that HC (continuous employment) information must be reported on Annual 

Reports from 2010. Therefore, 2010 is selected as the initial year because continuous 

employment data is available from 2010. 2015 is selected as the final year because it 

excludes the effects of business law interventions implemented prior to the 

impeachment of former South Korean president, Park Geun-Hye (You, 2021). The 
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impact of Covid-19 is also excluded because it is still ongoing and only 2020 data is 

available (The COVID-19 started at the end of 2019, and 2021 data are not available at 

the time of our research). All variables have been downloaded from the established 

FNGuide database (DataGuide 5.0). 5,388 firm-year observations are downloaded for all 

firms. Financial institutions are excluded because they are shown to introduce bias into 

firm performance studies. We exclude 1,040 because HC data or financial data is 

unavailable, leaving a final sample of 4,348. 

 

 

4. Empirical results 

In Table 3, results of descriptive statistics are provided. For all variables, 

excluding dummy variables, mean and medians levels are almost at parity, and standard 

deviations are relatively low, implying that the sample is normally distributed. In Table 

4, Pearson correlation results are listed. As expected, as the level of permanent 

employees increase, relative firm efficiency also increases (0.23***). Furthermore, 

without controlling for firm specific characteristics, relative firm efficiency is positively 

associated absolute performance (0.28***), leverage (0.09***) market share (0.09***) 

and shareholder concentration (0.08***). Relative firm efficiency is negatively 

associated with firm size (-0.03**) audit fee (-0.03*) and Big4 audit firm selection (-

0.03*), consistent with our expectations. 

 

<Insert Table 3 Roughly here> 

<Insert Table 4 Roughly here> 
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In Table 5, OLS regression is used to determine the incremental effect of 

permanent employees (relative to temporary employees) on relative efficiency. The 

results demonstrate that the levels of permanent employment increase, a firm is more 

likely to achieve higher relative performance (Coeff, 0.07, t value 15.94). This 

relationship is consistent with our hypothesis that; firms that provide employees with 

permanent contracts are more likely to be profitable/efficient than firms that provide 

employees with temporary contracts. All independent variables are statistically 

significant and show the expected signs. Relative firm efficiency is positively associated 

with absolute performance (1.04***), leverage (0.19***), market share (0.19***) and 

shareholder concentration (0.12***). Relative firm efficiency is negatively associated 

with firm size (-0.04***), audit fee (-0.05***) and Big4 audit selection (-0.03***), again 

consistent with our expectations. For further robustness, we conduct VIF tests for this, 

and all other analysis. We report untabulated results that our model is free from 

multicollinearity. As an additional analysis we re-run the model after excluding ROA. We 

report that the results remain qualitatively indifferent. 

 

<Insert Table 5 Roughly here> 

  

 

5. Additional Analysis 

5.1 Permeant to temporary employment ratio analysis 

For robustness, we conduct additional empirical analysis using the ratio of 

permanent contracts to temporary contracts as our dependent variable. The full-time 

employee ratio is estimated as permanent employees minus temporary employees.  In 

Table 6, it is demonstrated that the percentage ratio of permanent/temporary contracts 
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(as a dependent variable) has a positive impact on firm performance/efficiency (Coeff, 

0.02, t value 4.44). The results show that firms that offer lower (higher) quality 

contracts on a relative basis have lower (higher) firm performance/efficiency. Taken 

together, the results continue to allow us to accept H.1. 

 

<Insert Table 6 Roughly here> 

 

5.2 Robustness tests: different firm performance proxies 

In the main analysis, we use relative efficiency performance as our dependent 

variable. Moreover, we also re-run the original analysis after excluding  ROA. Our results 

remain qualitatively indifferent. However, since we only use a single firm performance 

measure, relative efficiency performance, research arguments may be less compelling. 

In order to overcome this, as a robustness check, the study provides results using 

different performance variables including ROA, ROE, Sales and TobinQ (after excluding 

ROA). In Table 7, we continue to find consistent results regardless of which 

performance measures are used as dependent variables, suggesting that when the levels 

of permanent employment increase, a firm is more likely to achieve higher firm 

performance (Using ROA: Coeff, 0.15, t value 13.71, ROE: Coeff, 0.02, t value 13.57, Sales: 

Coeff, 0.42, t value 41.52, TobinQ: Coeff, 0.06, t value 7.40). 

 

<Insert Table 7 Roughly here> 

 

5.3 Robustness tests: industry/firm clustered standard errors 

In the main analysis, we conduct OLS regression analysis after controlling for 

industry and year fixed effects. However, the sample includes the same firms that are 
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observed over the 2010-2015 sample period. In order to take this into account and to 

add further robustness, we repeat our analyses after 1) clustering standard errors at 

industry level, and 2) at firm level. In Table 8, robustness tests continue to show that 

relative firm efficiency performance increase with permanent employment 1) using 

industry clustered standard errors (Coeff: 0.07***, t value: 6.96) and 2) firm clustered 

standard errors (Coeff: 0.08***, t value: 8.55). 

 

<Insert Table 8 Roughly here> 

 

 

6. Conclusions and Discussion 

The results have several important implications. First, mainstream financial 

reports, including the Annual Report, Corporate Social Responsibility Report and 

Integrated Report are all considered limited in terms of HC reporting quality, due to a 

lack of structure or coverage (Brennan et al., 2013; Cho et al., 2012; De Villiers and 

Sharma, 2020; Dumay, 2016; Flower, 2015; Gowthorpe, 2009; Menicucci, 2018). To 

enhance financial reporting transparency/quality and the accounting profession, NFR 

studies provide evidence that information that is currently excluded from mainstream 

financial reports can be considered informative to stakeholders (Baboukardos, 2017; 

Baboukardos and Rimmel, 2016; Jackson et al., 2019; KPMG, 2016; La Tore et al., 2018). 

As discussed below, this study extends the NFR literature by clearly demonstrating that 

NFR HC (temporary/permanent) contract information that is currently excluded from 

the mainstream accounting framework, can be utilized by stakeholders as a basis for 

firm value/performance inferences, ethics and policymaking. 
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Second, the study demonstrates a positive association between permanent 

contracts and firm performance using relative efficiency. Relative efficiency (estimated 

using Data Envelopment Analysis) is considered a felicitous measure of operational firm 

performance, because it is a measure of output generated, using inputs that are directly 

controlled by managers (Baik et al., 2013; Dermajian et al., 2012; Frijns et al., 2011; Mali 

and Lim, 2021). Thus, by demonstrating that increasing levels of permanent contracts 

are directly associated with day-to-pay operational performance, the study shows that 

organizational success is associated with contract quality. Third, whilst management 

are shown to have an incentive to reduce staff expenses to increase production 

efficiency (Merino, 1993; Stovall and Neill, 2017), we would encourage management to 

consider developing strategies to provide quality (permanent) contracts to enhance 

technical efficiency. To extend this study and to provide a more complete overview of 

the effect on contract quality on firm performance, we would encourage future studies 

to develop empirical tests to demonstrate whether HC (temporary/permanent) is an 

intervening variable that influences firm risk (stock price volatility, TobinQ, WACC and 

credit ratings). 

Fourth, the Annual Report is designed to provide (potential) shareholders 

with information for investment decision making purposes (IFRS, C., 2018). In Industry 

4.0, IT and workforce ability will become increasingly important (Benešová and Tupa, 

2017; Buer et al., 2018; Tamás, et al., 2016; Romero et al., 2015; Schuh et al., 2015; 

Terziyan et al., 2018; Wang et al., 2015). Furthermore, there is a growing trend amongst 

investors to demand information that validates a firm's HC ethics (Beal and Goyen 

1998; Berry and Junkus, 2013; McLachan and Gardner 2004; Nilsson 2008). This study 

shows that the exclusion of basic HC contract (temporary/permanent) information from 

Annual Reports is an accounting framework limitation, because it is associated with 
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firm performance. To address this limitation, we encourage legislators to consider 

adopting a HC framework similar to the numerical, structured, year-on-year basis, 

established in South Korea (Lim and Mali, 2021). We surmise that if the purpose of 

Annual Reports is to provide information to potential shareholders for decision making 

purposes (IFRS, C., 2018), HC information should be transparent. 

Fifth, the study also explains how HC opaqueness can be determined to 

society. HC information is used by labour unions for collective bargaining (Americ, 

1985; Blackett and Sheppard, 2003; Bosch, 2015; Craft, 1981; Gernigon et al., 2000; Hui, 

2014; Maunders and Foley, 1984; Mautz, 1990; Shen et al., 2008; William et al., 2020). 

However, as a result of Industry 4.0, there will be increasing levels on unemployment 

(Stojanova et al., 2019; Bonekamp et al., 2015).  Therefore, whilst firms with robust HC 

policies have an incentive to report robust HC reporting quality as a legitimacy theory 

(Guthrie et al., 2004; 2006), equally, because there is no policy to mandate that HC 

information must be reported on Annual Reports, management can choose to report HC 

as an image management strategy (Abeysekera and Guthrie, 2004, 2005; Tinker, 1980; 

Tinker and Neimark, 1987). Taken together, as a result of increasing unemployment and 

contract quality opaqueness, without a policy intervention, the contract rights of 

workers are at risk. We would therefore encourage future studies to address this issue 

as a societal concern. 

Sixth, the study offers insights to explain how HC and productivity strategies 

can influence economies. Following the Korean War in 1950, because of a lack of natural 

resources, South Korea's national productivity strategy has focused on HC development 

(Hundt, 2015; Kim, 2010; Kim and Rowley, 2006; Lee, 2005; Lee, 2015; Lim and Mali, 

2020). Moreover, South Korea has high levels of HC reporting quality (Lim and Mali, 

2021). On the other hand, the UK has low levels of HC quality (Bassi et al., 2015; 
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Fincham and Roslender, 2003; Li et al., 2008; Striukova et al., 2008; Roslender and 

Stevenson, 2009; Vandemaele, et al., 2005). In the UK, there is increasing evidence that 

the employee contract terms are being reduced (Farina et al., 2020; Koumenta and 

Williams, 2019). Furthermore, the UK’s low productivity is recognized as the 

‘productivity problem’. In the UK, the extent to which the ‘productivity problem’ can be 

associated with firm-level efficiency is a question left unanswered, because of HC 

reporting limitations. Thus, for the UK, and other countries with low national 

productivity and HC reporting quality, this study can be used as a case study to infer 

that low HC reporting quality can be detrimental to economies. 

Finally, limitations are listed. South Korea has high HC reporting quality (Lim 

and Mali, 2021). However, whilst HC reporting quality is high in South Korea, not all 

variables included on Annual Reports are available on the FNGuide database. Therefore, 

a sample of roughly half of all available firms are used for this analysis. However, 

because the sample is large, it can be considered indicative of the population. Thus, 

results can be considered robust. Furthermore, 2016 is selected as a final sample year 

because i) the introduction of new labour laws associated with the impeachment of 

former president Park Geun-Hye (You, 2021). ii) We also exclude the COVID-19 period 

because of the lack of data availability and the COVID-19 pandemic effect may also have 

an intervening effect on business efficiency. In short, we select a period of relative 

business stability to conduct this study. However, the Covid-19 pandemic may highlight 

the importance of social capital, and thus we suggest that future study could make use 

of the COVID-19 setting to examine this topic concerning human capital, when COVID-

19 data is sufficiently available. 

 

References 



27 
 

Abeysekera, I., & Guthrie, J. (2004). HC reporting in a developing nation. The British 

Accounting Review, 36(3), 251-268. 

Abeysekera, I., & Guthrie, J. (2005). An empirical investigation of annual reporting 

trends of intellectual capital in Sri Lanka. Critical Perspectives on 

Accounting, 16(3), 151-163. 

Amernic, J. H. (1985). The roles of accounting in collective bargaining. Accounting, 

Organizations and Society, 10(2), 227-253. 

Ballot, G., Fakhfakh, F., & Taymaz, E. (2006). Who benefits from training and R&D, the 

firm or the workers? British Journal of Industrial Relations, 44(3), 473-495. 

Baboukardos, D. (2017, September). Market valuation of greenhouse gas emissions 

under a mandatory reporting regime: Evidence from the UK. In Accounting 

Forum, 41(3), 221-233). 

Baboukardos, D., & Rimmel, G. (2016). Value relevance of accounting information under 

an integrated reporting approach: A research note. Journal of Accounting and 

Public Policy, 35(4), 437-452. 

Bassi, L., Creelman, D., & Lambert, A. (2015). Advancing the HR profession: Consistent 

standards in reporting sustainable HC outcomes. People and Strategy, 38(4), 71. 

Beal, D., & Goyen, M. (1998). ‘Putting your money where your mouth is’ A profile of 

ethical investors. Financial Services Review, 7(2), 129-143. 

Becker, G. S. (1975). Front matter, HC: a theoretical and empirical analysis, with special 

reference to education. In HC: A Theoretical and Empirical Analysis, with Special 

Reference to Education, Second Edition, 24, 1-22. 

Bedarkar, M., & Pandita, D. (2014). A study on the drivers of employee engagement 

impacting employee performance. Procedia – Social and Behavioral Sciences, 

133, 106–115. 



28 
 

Belal, A. R., Mazumder, M. M. M., & Ali, M. (2019). Intellectual capital reporting practices 

in an Islamic bank: A case study. Business Ethics (Oxford, England), 28(2), 206–

220. 

Benešová, A., & Tupa, J. (2017). Requirements for education and qualification of people 

in industry 4.0. Procedia Manufacturing, 11, 2195–2202. 

Berry, T. C., & Junkus, J. C. (2013). Socially responsible investing: An investor 

perspective. Journal of business ethics, 112(4), 707-720. 

Bishara, N. D., & Orozco, D. (2012). Using the resource-based theory to determine 

covenant not to compete legitimacy. Ind. LJ, 87, 979. 

Blackett, A., & Sheppard, C. (2003). Collective bargaining and equality: Making 

connections. International Labour Review., 142, 419. 

Bonekamp, L., & Sure, M. (2015). Consequences of Industry 4.0 on human labour and 

work organisation. Journal of Business and Media Psychology, 6(1), 33-40. 

Bosch, G. (2015). Shrinking collective bargaining coverage, increasing income 

inequality: A comparison of five EU countries. International Labour 

Review, 154(1), 57-66. 

Brennan, N. M., Merkl-Davies, D. M., & Beelitz, A. (2013). Dialogism in corporate social 

responsibility communications: Conceptualising verbal interaction between 

organisations and their audiences. Journal of Business Ethics, 115(4), 665-679. 

Buer, S., Strandhagen, J., & Chan, F. (2018). The link between Industry 4.0 and lean 

manufacturing: Mapping current research and establishing a research agenda. 

International Journal of Production Research, 56(8), 2924–2940. 

Cheng, G. H. L., & Chan, D. K. S. (2008). Who suffers more from job insecurity? A meta‐

analytic review. Applied Psychology, 57(2), 272-303. 



29 
 

Cho, C. H., Michelon, G., & Patten, D. M. (2012). Impression management in sustainability 

reports:  An empirical investigation of the use of graphs. Accounting and the 

Public Interest, 12(1), 16-37. 

Choi, J. S., Lim, H. J., & Mali, D. (2017). Mandatory audit firm rotation and Big4 effect on 

audit quality:  Evidence from South Korea. Asian Academy of Management Journal 

of Accounting and Finance, 13(1), 1-40.  

CIPD (2017) HC metrics and Analytics: Assessing the evidence and the value of people 

data, CIPD Technical Report. Chartered Institute For Personnel and 

Development. 

Craft, J. A. (1981). Information disclosure and the role of the accountant in collective 

bargaining. Accounting, Organizations and Society, 6(1), 97-107. 

Curado, C., Henriques, L., & Bontis, N. (2011). Intellectual capital disclosure   

payback.  Management Decision. 49(7), 1080-1098. 

David, R., Stahre, J., Wuest, T., Noran, O., Bernus, P., Fast-Berglund, Å, & Gorecky, D. 

(2016). Towards an operator 4.0 typology: A human-centric perspective on the 

fourth industrial revolution technologies. Proceedings of International 

Conference on Computers & Industrial Engineering CIE, 46, 1–11. 

De Cuyper, N., Kiran, S., De Witte, H., & Aygoğlu, F. N. (2008). Associations between 

temporary employment, alcohol dependence and cigarette smoking among 

Turkish health care workers. Economic and Industrial Democracy, 29(3), 388-

405. 

De Cuyper, N., Sora, B., De Witte, H., Caballer, A., & Peiró, J. M. (2009). Organizations’ use 

of temporary employment and a climate of job insecurity among Belgian and 

Spanish permanent workers. Economic and Industrial Democracy, 30(4), 564-

591. 



30 
 

De Villiers, C., & Sharma, U. (2020). A critical reflection on the future of financial, 

intellectual capital, sustainability and integrated reporting. Critical Perspectives 

on Accounting, 70, (In press). 

DTI [Department for Trade and Industry]. (2001) Report on women’s employment and 

pay (The Kingsmill Review). London: Department for Trade and Industry. 

Dawson, C., Veliziotis, M., & Hopkins, B. (2017). Temporary employment, job satisfaction 

and subjective well-being. Economic and industrial democracy, 38(1), 69-98. 

Deegan, C. (2009), Financial Accounting Theory , 3rd ed., McGraw Hill, Sydney 

Demerjian, P. R., Lev, B., Lewis, M. F., & McVay, S. E. (2012). Managerial ability and 

earnings quality. The Accounting Review, 88(2), 463-498. 

Diaz‐Carrion, R., López‐Fernández, M., & Romero‐Fernandez, P. M. (2019). Evidence of 

different models of socially responsible HRM in Europe. Business Ethics 

(Oxford, England), 28(1), 1–18. 

Diaz‐Mayans, M. A., & Sanchez, R. (2004). Temporary employment and technical 

efficiency in Spain. International Journal of Manpower, 25(2), 181-194. 

Dumay, J. (2016). A critical reflection on the future of intellectual capital: from 

reporting to disclosure. Journal of Intellectual Capital, 17(1), 168-184. 

Menicucci, E. (2018). Exploring forward-looking information in integrated reporting: 

a multi-dimensional analysis. Journal of Applied Accounting Research. 19(1), 

102-121. 

Farina, E., Green, C., & McVicar, D. (2020). Zero hours contracts and their 

growth. British Journal of Industrial Relations, 58(3), 507-531. 

Flower, J. (2015). The international integrated reporting council: A story of failure. 

Critical Perspectives on Accounting, 27(1), 1–17. 

Fincham, R., & Roslender, R. (2003). Intellectual capital accounting as management 



31 
 

fashion: A review and critique. European Accounting Review, 12(4), 781–795. 

Fitz-Enz, J. (2009) The ROI of HC: measuring the economic value of employee 

performance (2nd edition). New York: Amacom. 

Flamholtz, E. G. (1974). Human resource accounting. California: Dickenson Publishing 

Company. 

Flamholtz, E. G. (1975, December). The Metaphysics of Human Resource Accounting 

and Its Implications for Managerial Accounting.“. In Accounting Forum”, 

December, 51-61. 

Frijns, B., Margaritis, D., & Psillaki, M. (2012). Firm efficiency and stock 

returns. Journal of Productivity Analysis, 37(3), 295-306. 

Gernigon, B., Odero, A., & Guido, H. (2000). ILO principles concerning collective 

bargaining. International Labour Review., 139, 33. 

Goh, P. C. (2005). Intellectual capital performance of commercial banks in 

Malaysia. Journal of intellectual capital, 5(3), 500-510. 

Gowthorpe, C. (2009). Wider still and wider? A critical discussion of intellectual 

capital recognition, measurement and control in a boundary theoretical 

context. Critical Perspectives on Accounting, 20(7), 823-834. 

Grant, R. M. (1996). Prospering in dynamically competitive environments: 

Organizational capability as knowledge integration. Organization science, 7(4), 

375-387. 

Guthrie, J., Petty, R. and Ricceri, F. (2006), The voluntary reporting of intellectual 

capital, Journal of Intellectual Capital, 7(2) 254-271. 

Guthrie, J., & Petty, R. (2000). Intellectual capital: Australian annual reporting 

practices. Journal of Intellectual Capital, 1(3), 241-251. 

Guthrie, J., Petty, R. and Ricceri, F. (2004), External intellectual capital reporting: 



32 
 

contemporary evidence from Hong Kong and Australia, paper presented at the 

International IC Congress, Helsinki, 2-3 September. 

Guthrie, J., Ricceri, F., & Dumay, J. (2012). Reflections and projections: a decade of 

intellectual capital accounting research. The British Accounting review, 44(2), 

68-82. 

Hecklau, F., Galeitzke, M., Flachs, S., & Kohl, H. (2016). Holistic approach for human 

resource management in Industry 4.0. Procedia Cirp, 54(1), 1-6. 

Henderson, S., Peirson, G. & Harris, K. (2004), Financial Accounting Theory, Pearson 

Prentice Hall, Sydney. 

Herrmann, D. R., Pornupatham, S., & Vichitsarawong, T. (2008). The impact of the 

Asian financial crisis on auditors' conservatism. Journal of International 

Accounting Research, 7(2), 43. 

Hermanson, R. H. (1964). Accounting for human assets (Occasional Paper No. 

14). East Lansing.  MI: Bureau of Business and Economic Research. Michigan 

State University. 

Hekimian, J. S., & Jones, C. (1967). Put people on your balance sheet. Harvard Business 

Review, 43(2), 105–113. 

Hopkins, B. (2017). Occupational health and safety of temporary and agency workers. 

Economic and Industrial Democracy, 38(4), 609-628. 

Hundt, D. (2015). Neoliberalism, the developmental state and civil society in 

Korea. Asian Studies Review, 39(3), 466-482. 

HUI, E. S. I., & CHAN, C. K. C. (2014). The politics of labour legislation in southern 

China: How foreign chambers of commerce and government agencies 

influence collective bargaining laws. International Labour Review, 153(4), 587-

607. 



33 
 

Jamali, D. R., El Dirani, A. M., & Harwood, I. A. (2015). Exploring human resource 

management roles in corporate social responsibility: the CSR‐HRM co‐creation 

model. Business Ethics (Oxford, England), 24(2), 125–143. 

Jackson, G., Bartosch, J., Avetisyan, E., Kinderman, D., & Knudsen, J. S. (2019). 

Mandatory non-financial disclosure and its influence on CSR: An international 

comparison. Journal of Business Ethics, 1-20 (in press). 

Johanson, U., Mårtensson, M., & Skoog, M. (2001). Mobilizing change through the 

management control of intangibles. Accounting, Organizations and 

Society, 26(7-8), 715-733. 

IFRS, C. (2018). Conceptual framework for financial reporting. IFRS Foundation. 

International Integrated Reporting Council (IIRC) 2013, “The international IR 

framework”,  available at https://integratedreporting.org/wp-

content/uploads/2013/12/13-12-08-THE-INTERNATIONAL-IR-

FRAMEWORK-2-1.pdf (accessed 1 January 2019). 

Keep, E. (2020) ‘Employers, the ghost at the feast’, Journal of Education & Work. 

Kim, J. W., & Rowley, C. (2006). Commitment to company and labour union: Empirical 

evidence from South Korea. The International Journal of Human Resource 

Management, 17(4), 673-692. 

Kim, S., Lim, H., & Park, D. (2010). Productivity and employment in a developing 

country: Some evidence from Korea. World Development, 38(4), 514-522. 

KPMG (2016). Carrot & Sticks. Sustainability Reporting Policies Worldwide -Today’s 

Best Practice, Tomorrow’s Trends. 

Koumenta, M., & Williams, M. (2019). An anatomy of zero‐hour contracts in the 

UK. Industrial Relations Journal, 50(1), 20-40. 

Kuvaas, B., & Dysvik, A. (2011). Permanent employee investment and social exchange 

https://integratedreporting.org/wp-content/uploads/2013/12/13-12-08-
https://integratedreporting.org/wp-content/uploads/2013/12/13-12-08-


34 
 

and psychological cooperative climate among temporary employees. Economic 

and Industrial Democracy, 32(2), 261-283. 

Kyndt, E., & Baert, H. (2013). Antecedents of employees’ involvement in work-related 

learning: A systematic review. Review of Educational Research, 83(2), 273–

313. 

La Torre, M., Sabelfeld, S.,Blomkvist, M., Tarquinio, L., & Dumay, J. (2018). 

Harmonising non- financial reporting regulation in Europe: Practical forces 

and projections for future research. Meditari Accountancy Research, 26(4), 

598-621. 

Lee, Y. (2015). Labor after neoliberalism: The birth of the insecure class in South 

Korea. Globalizations, 12(2), 184-202. 

Lee, J. W. (2005). HC and productivity for Korea's sustained economic growth. Journal 

of Asian Economics, 16(4), 663-687. 

Leung, T. C. H., & Gray, R. (2016). Social responsibility disclosure in the international 

gambling industry: A research note. Meditari Accountancy Research, 24 (1), 

73–90. 

Li, J., Pike, R., & Haniffa, R. (2008). Intellectual capital disclosure and corporate 

governance  structure in UK firms. Accounting and Business Research, 38(2), 

137–159. 

Li, P., Sun, J. M., Taris, T. W., Xing, L., & Peeters, M. C. (2020). Country differences in the 

relationship between leadership and employee engagement: A meta-

analysis. The Leadership Quarterly, 101458. 

Lim, H. J., & Mali, D. (2020). Does the productivity of labor influence credit risk? new 

evidence from South Korea. Asia-Pacific Journal of Accounting & 

Economics, 27(3), 280-299. 



35 
 

Lim, H. J., & Mali, D. (2018). Does relative efficiency matter? An analysis of market 

uncertainty. Investment Analysts Journal, 47(2), 127-148. 

Lim, H. J., & Mali, D. (2021). A comparative analysis of HC information opaqueness in 

South Korea and the UK. Journal of Intellectual Capital. 

Lim, H. J., & Mali, D. (2020). Do credit ratings influence the demand/supply of audit 

effort? Journal of Applied Accounting Research. 22(1), 72-92. 

Lindblom, C.K. (1993), “The implications of organisational legitimacy for corporate 

social performance and disclosure”, paper presented at the Critical 

Perspectives on Accounting Conference, New York, NY. 

Liu, C., Chung, C. Y., Sul, H. K., & Wang, K. (2018). Does hometown advantage matter? 

The case of institutional blockholder monitoring on earnings management in 

Korea. Journal of International Business Studies, 49(2), 196-221. 

Lloyd, C., & Payne, J. (2016). Skills in the age of over-qualification: Comparing service 

sector work in Europe. Oxford University Press. 

Mali, D., & Lim, H. J. (2018). Conservative reporting and the incremental effect of 

mandatory audit firm rotation policy: a comparative analysis of audit partner 

rotation vs audit firm rotation in South Korea. Australian Accounting 

Review, 28(3), 446-463. 

Mali, D., & Lim, J. H. (2019). The influence of firm efficiency on agency credit 

ratings. Journal of Credit Risk, 15(1). 

Mali, D., & Lim, H. J. (2020, November). Can audit effort (hours) reduce a firm’s cost of 

capital? Evidence from South Korea. Accounting Forum. 1-29. Routledge. 

Mali, D., & Lim, H. J. (2020). Do Relatively More Efficient Firms Demand Additional 

Audit Effort (Hours)?. Australian Accounting Review, 31(2), 108-127. 

Mali, D., & Lim, H. J. (2021). Does relative (absolute) efficiency affect capital 



36 
 

costs? Annals of Operations Research, 1-24. 

Mann, D. (2009). The missing link: Lean leadership. Frontiers of Health Services 

Management, 26 (1), 15–26. 

Maunders, K. T., & Foley, B. J. (1984). Information disclosure and the role of the 

accountant in collective bargaining—some comments. Accounting, 

Organizations and Society, 9(1), 99-106. 

Mautz Jr, R. D. (1990). Inflation-adjusted disclosures and the determination of ability 

to pay in collective bargaining. Accounting, Organizations and Society, 15(4), 

273-295. 

McCracken, M., McIvor, R., Treacy, R., & Wall, T. (2018). A study of HC reporting in  the 

United Kingdom. In Accounting Forum, 42(1), 130-141. 

McLachlan, J., & Gardner, J. (2004). A comparison of socially responsible and 

conventional investors. Journal of Business Ethics, 52(1), 11-25. 

Metcalf, D. (1989). Water notes dry up: the impact of the Donovan reform proposals 

and Thatcherism at work on labour productivity in British manufacturing 

industry. British Journal of Industrial Relations, 27(1), 1-31. 

Merino, B. D. (1993). An analysis of the development of accounting knowledge: a 

pragmatic approach. Accounting, Organizations and Society, 18(2-3), 163-185. 

Millward, L. J., & Brewerton, P. M. (2000). Psychological contracts: Employee relations 

for the twenty-first century? International review of industrial and 

organizational psychology, 15, 1-62. 

Mousavi, Z., & Takhtaei, N. (2012). The Impact of Intellectual Capital Disclosure on 

Capital Markets: An Overview. Business Intelligence Journal, 5(2), 267-270. 

Mouritsen, J., Larsen, H. T., & Bukh, P. N. (2001). Intellectual capital and the ‘capable 

firm’:   narrating, visualising, and numbering for managing 



37 
 

knowledge. Accounting, Organizations and  Society, 26(7-8), 735-762. 

Nie, D., Lämsä, A., & Pučėtaitė, R. (2018). Effects of responsible human resource 

management practices on female employees’ turnover intentions. Business 

Ethics (Oxford, England), 27(1), 29–41. 

Nilsson, J. (2008). Investment with a conscience: Examining the impact of pro-social 

attitudes and perceived financial performance on socially responsible 

investment behavior. Journal of business ethics, 83(2), 307-325. 

Nolan, P. (1989). Walking on water? Performance and industrial relations under 

Thatcher. Industrial Relations Journal, 20(2), 81-92. 

Nolan, P. (1994). Labour market institutions, industrial restructuring, and 

unemployment in  Europe. Unemployment in Europe, 61-71. 

Nolan, P. (2011). Money, markets, meltdown: the 21st‐century crisis of 

labour. Industrial Relations Journal, 42(1), 2-17. 

Power, M. (2001). Imagining, measuring and managing intangibles. Accounting, 

Organizations and Society, 7(26), 691-693. 

Rodríguez‐Gutiérrez, C. (2007). Effects of temporary hiring on the profits of Spanish 

manufacturing firms. International Journal of Manpower, 28(2), 152-174 

Roslender, R., & Stevenson, J. (2009). Accounting for people: a real step forward or 

more a case of wishing and hoping? Critical Perspectives on Accounting, 20(7), 

855-869. 

Roslender, R., Stevenson, J. E., & Kahn, H. (2012). Towards recognising workforce 

health as a constituent of intellectual capital: Insights from a survey of UK 

accounting and finance directors. Accounting Forum, 36(4), 266–278. 

Rubery, J., Ward, K., Grimshaw, D., & Beynon, H. (2005). Working time, industrial 

relations and the employment relationship. Time & Society, 14(1), 89-111. 



38 
 

Scraggs,E., Van Stolk, C., Janta, B., Celia, C., Goshev, S., Van Welsum, D., Patil, S. and 

Villalba-Van-Dijk, l. (2013) Encouraging employers to use HC reporting: a 

literature review of implementation options. Rotherham: Available at: 

http://dera.ioe.ac.uk/17367/1/encouraging-employers-to-use-human-

capital.pdf [Accessed 19 April 2017]. 

Shen, J., & Benson, J. (2008). Tripartite consultation in China: A first step towards 

collective bargaining? International Labour Review, 147(2‐3), 231-248. 

Shin, K. S., & Han, I. (2001). A case-based approach using inductive indexing for 

corporate bond rating. Decision Support Systems, 32(1), 41-52. 

Schuh, G., Gartzen, T., Rodenhauser, T., & Marks, A. (2015). Promoting work-based 

learning through industry 4.0. Procedia Cirp, 32, 82-87. 

Striukova, L., Unerman, J., & Guthrie, J. (2008). Corporate reporting of intellectual 

capital: Evidence from UK companies. The British Accounting Review, 40(4), 

297-313. 

Stojanova, H., Lietavcova, B., & Vrdoljak Raguž, I. (2019). The dependence of 

unemployment of the senior workforce upon explanatory variables in the 

European Union in the context of Industry 4.0. Social Sciences, 8(1), 29. 

Stovall, O. S., & Neill, J. D. (2017). The ethical implications of human resource 

accounting. Journal of Accounting, Ethics and Public Policy, 18(2), 1-16. 

Sveiby, K. E. (1997). Intangible assets monitor. Journal of Human Resources Costing 

and Accounting, 2(1), 73–79. 

Tamás, P., Illés, B., & Dobos, P. (2016). Waste reduction possibilities for 

manufacturing systems in the industry 4.0. In Proceedings of IOP conference 

series: Materials science and engineering (Vol. 161, pp. 012074). 

Terziyan, V., Gryshko, S., & Golovianko, M. (2018). Patented intelligence: Cloning 



39 
 

human decision  models for Industry 4.0. Journal of manufacturing 

systems, 48, 204-217. 

Tinker, A. M. (1980). Towards a political economy of accounting: an empirical 

illustration of the Cambridge controversies. Accounting, Organizations and 

Society, 5(1), 147-160. 

Tinker, T., & Neimark, M. (1987). The role of annual reports in gender and class 

contradictions at General Motors: 1917–1976. Accounting, Organizations and 

Society, 12(1), 71-88. 

Thomas, G., Zolin, R., & Hartman, J. (2009). The central role of communication in 

developing trust and its effect on employee involvement. The Journal of 

Business Communication, 46(3), 287–310. 

Tortorella, G., Miorando, R., Caiado, R., Nascimento, D., & Portioli Staudacher, A. 

(2018). The mediating effect of employees’ involvement on the relationship 

between Industry 4.0 and  operational performance improvement. Total 

Quality Management & Business Excellence, 1-15. 

Wall, A. P., Kirk, R. J., & Martin, G. (2003). Intellectual capital: Measuring the 

immeasurable. Oxford: Elsevier. 

Wang, L., Törngren, M., & Onori, M. (2015). Current status and advancement of cyber-

physical systems in manufacturing. Journal of Manufacturing Systems, 37, 517-

527. 

Willman, P., Bryson, A., & Forth, J. (2020). UK unions, collective action and the cost 

disease. British Journal of Industrial Relations, 58(2), 447-470. 

Wood, A. J. (2016). Flexible scheduling, degradation of job quality and barriers to 

collective voice. Human Relations, 69(10), 1989-2010. 

Vandemaele, S. N., Vergauwen, P. G. M. C., & Smits, A. J. (2005). Intellectual capital 



40 
 

disclosure in The Netherlands, Sweden and the UK. Journal of intellectual 

Capital., 6(3), 417-426. 

Virtanen, M., Kivimäki, M., Ferrie, J. E., Elovainio, M., Honkonen, T., Pentti, J., & Vahtera, 

J. (2008). Temporary employment and antidepressant medication: a register 

linkage study. Journal of psychiatric research, 42(3), 221-229. 

You, J. S. (2021). The changing dynamics of state–business relations and the politics of 

reform and capture in South Korea. Review of International Political 

Economy, 28(1), 81-102. 


