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Improving Human Capital Investment Efficiency from the
Perspective of Financial Reporting: An Investigation of Companies
Listed on the Tehran Stock Exchange
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Abstract

Given the importance of increasing the efficiency of investment in human resources as one of the main
assets of human-capital-based companies, this study investigates the impact of financial reporting on
the efficiency of human resource investment in companies listed on the Tehran Stock Exchange. In this
regard, using a systematic elimination method, data was collected from 170 companies over the period
of 2015 to 2023. The research is applied and retrospective in nature, employing combined data and
descriptive-correlation methods for statistical analysis. The efficiency of human resource investment
was measured by calculating the absolute residuals of the Pinok and Lillis model (2007) and
smoothing the earnings through the difference between the actual cost items of abnormal production
costs and expected (normal) production costs. The results indicated that weaknesses in financial
reporting have a significant negative impact on the efficiency of human resource investment in
companies listed on the Tehran Stock Exchange. This result aligns with agency theory, which views
managerial opportunism as a factor leading to the loss of stakeholders' rights.

Keywords

Human Capital Investment Efficiency, Weakness in Financial Reporting, Earnings Smoothing

1. PhD in Accounting, Shahrekord Branch, Islamic Azad University, Shahrekord, Iran. ("Corresponding
Author: sorani9898gh@gmail.com)

2. PhD in Accounting, Shahrekord Branch, Islamic Azad University, Shahrekord, Iran.
(a_rashidi86@yahoo.com)



