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a tool for competitive advantage. The purpose of this article is to investigate the relationship
between the value of human resources and predicting the bankruptcy of companies listed on
the Tehran Stock Exchange. For this purpose, it has been hypothesized that human resources
value is related to the prediction of bankruptcy and to test this hypothesis, the statistical method
of linear regression has been used. Data related to 73 companies listed on the Tehran Stock
Exchange during the period 2011 to 2020 has been collected. Altman model was used to
measure the bankruptcy risk, and Pulic’s human capital efficiency formula was used to
measure the value of human resources. The collected data were analyzed in Excle and Eviews
Software. The results of the analysis showed a significant negative relationship between the
human resources value and the risk of firm bankruptcy. Given the negative relationship
between the human resources value and bankruptcy risk, it was concluded that human
resources are vital for improving the financial and organizational performance. Moreover, it
was finally summed up that, as a key component of value creation, human resources value
increases the organizational performance and ultimately leads to better financial performance.
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Extended abstract (Barbuta-Misu & Madaleno, 2020). Financial

reports indicate that a significant number of
1. Introduction companies get bankrupted each year. According
Recently, the competitive environment, global to Euler Hermes Economic Research Institute
developments, and changes in the economic (2019), commercial bankruptcies have increased
structure have made the prediction of firm by 10% in 2018 compared to 2017 and this trend
bankruptcy as an important issue in the world will continue until 2022.
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The high personal, economic, and social costs
of bankruptcy have prompted researchers and
practitioners to anticipate bankruptcy events
(Chen, 2011). Bankruptcy prediction plays an
important role in a company’s financial analysis
in today's global economy because its results help
different sectors such as the government, banks,
shareholders and investors in making decisions to
reduce losses (Brédart et al., 2021). In addition,
bankruptcy prediction is important for managers
in financing, investing, and making policy-
related decisions (Barbuta-Misu & Madaleno,
2020). In this regard, several models have been
developed to predict firm bankruptcy since 1966.
However, these models are mostly based on
accounting and refer to financial information (du
Jardin, 2012; Brédart et al., 2021). These models,
despite their high accuracy and reliability, do not
take into account non-financial factors such as
human resources. However, considering the
value of intangible assets in bankruptcy
prediction models is critical for today's economy
(Cenciarelli et al., 2018; Brédart et al., 2021).

Proper human resources management can help
companies achieve higher credit ratings, reduce
debt costs, boost performance, and increase
market value (Dalwai & Salehi, 2021). Using
human resources indicators can reduce the
likelihood of bankruptcy, which in turn, reduces
job loss and its overall negative social
consequences (Cenciarelli et al.,, 2018). In
general, considering the value of human
resources in bankruptcy prediction has led to the
investment of more financial resources, resulting
in simultaneous economic and social growth in
knowledge-based economies (Cenciarelli et al.,
2018). However, there is a lack of research
evidence in this area.

A review of the research indicates that there
are a few gaps in the literature on this subject as
follows: First, although the relationship between
the human resources and financial performance
has been concompanyed in several studies
(Barney et al., 2011; Bendickson and Chandler,
2019), only few studies have considered its role
in predicting the firm bankruptcy. Second,
research in this area has examined the
relationship between intellectual capital and
bankruptcy prediction (Cenciarelli et al., 2018;
Dalwai & Salehi, 2021), which has three

components: human capital, structural capital,
and customer capital. They also lack full
emphasis on human resources as a unique and
special resource. Third, some research evidence
suggests conflicting results.

Due to the importance of the subject and the
existing gaps, this study was conducted to answer
the following question:

How is the human resources value related to
bankruptcy prediction in the Tehran Stock
Exchange companies?

The results of this study lead to a better
understanding of the role of the human resources
value in predicting the firm bankruptcy.
Shareholders, lenders and investors can also rely
on the results of this research to use the value of
human resources as a factor to predict the
bankruptcy of companies. In addition, the results
of the research help the managers in planning to
prevent bankruptcy.

2 .Research Methods

This article examines the relationship between
the value of human resources and predicting the
bankruptcy of companies listed on the Tehran
Stock Exchange. The statistical population of this
research includes all companies listed on the
Tehran Stock Exchange during the period 2011 to
2020. In this research, according to the type of
data, the panel data method has bwwn used.
Hypothesis testing was performed using linear
regression. To determine the method of
estimating the models (combined or panel
method with fixed effects), the F-Limer test was
used. To test the reliability of the model, Lin and
Levin test was used.

3.Results

The results of estimating the regression model
show that with the presence of financial leverage
and liquidity variables as the control variables,
the estimated coefficient of the human resources
value was positive. Since the significance level of
this variable was 0.000 and less than 0.05, the null
hypothesis that there is no significant relationship
between the value of human resources and
bankruptcy prediction was rejected with 99% of
confidence level, i.e., a significant relationship
has been observed between the value of human
resources and bankruptcy prediction. Moreover,
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a significant positive relationship has been found
between the value of human resources and
Altman score. Since there is an inverse
relationship between the Altman score and
bankruptcy risk, it can be said that there is a
significant negative relationship between the
value of human resources and bankruptcy risk.

4 .Conclusion

Increased competition between organizations has
led them to pay more attention to their sustainable
performance, and the only way to stay on the
competitive scene is to continuously improve
their performance. Because human resources play
an important role in the successful performance
of organizations, investing in this valuable
resource can improve the financial performance
of the organization and save them from
bankruptcy. If the organization has a valued view
of its employees and seeks to develop their
competencies, train them, and increase their
satisfaction, the employees will consider

themselves business owners and will spare no
effort for the success of the organization. In fact,
the skilled and specialized human resources have
the ability to innovate and develop, which can
increase the operational performance of the
organization, cause its better performance and
timely payment of the debts, reduce the risk of
bankruptcy, and more importantly enhance the
profitability and value of the company.
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