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Abstract 

This study on effect of accounting for employees cost on financial performance of firms was 

carried out to examine how employees cost influences the profitability of firms. The specific 

objectives of the study were examining the effect of wages and salaries on return on Asset (ROA) 

of companies, ascertain the effect of employee’s retirement benefits on Return on Assets (ROA) 

of companies and evaluate the effect of other employees benefits on Return on Assets (ROA) of 

companies. Research questions and hypotheses were formulated in line with the specific 

objectives. This study adopted the ex-post facto research design. The study population consists of 

twenty-six (26) listed manufacturing firms of the Nigerian Exchange Group Ltd. The sample size 

of ten (10) manufacturing companies, which represents roughly 38% of the entire listed 

manufacturing firms were selected using purposive sampling technique. The study adopted unit 

root test and descriptive statistics as preliminary tests. Hausman test was used to determine whether 

fixed effect random panel regression is a better model than random effect random effect panel 

regression model. The study found out that salaries and wages has a positive significant effect on 

the financial performances of listed manufacturing consumer good companies in Nigeria, 

Employees retirement benefits has negative significant effect there is a positive and significant 

effect on the financial performances of listed manufacturing consumer good companies in Nigeria. 

The study also found that other employees benefits has positive significant effect on the financial 

performances of listed manufacturing consumer good companies in Nigeria Based on the findings, 

it was recommended that in order to sustain a robust financial performance, Management of 

companies should ensure proper accounting for the cost of employees as it influence the financial 

performances of firms Employees retirement benefits should be properly planned and provided for 

in the records of companies since labour plays a significant role as a factor of production Provisions 

should always be made for other employees benefits as it will serves as motivation in encouraging 

them to put in their best for higher output for higher profits. 
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1.0 Introduction 

Employee cost remains the most critical 

factor of production because it is the only 

coordinating factor that ensures that the firms 

operate profitably. Without Human effort, 

other factors of production cannot operate 

optimally no matter how efficient, 

sophisticated and effective they may be 

(Ahmed, 2010; Kashive, 2013; Emenike, 

2014; Asika, Chitom, & Chelichim, 2017). 

The need to account for labour or employee 

cost derives from the argument that human 

capital also predicts the fortunes of firms and 

accounts for the difference between the book 

value of the assets of firms and the market 

valuation of the firm (Mahmoodi, Babaei & 

Mahamade, 2013; Kashive, 2013; Ezeagba, 

2014). 

Human capital acquires this capability 

because of its inherent nature and added 

value derived from work experience, 

education, training, intelligence, skills, 

health, loyalty and punctuality of employees 

(Kenton, 2019). These attributes, which are 

absent in other factors of production, support 

the argument of the field of human resources 

accounting (HRA) that human capital should 

be treated as an asset, although intangible, 

and be reflected in the financial statements of 

the firm like any other asset- tangible and 

intangible. Furthermore, it suggests the 

importance of appropriately accounting for 

the human capital in the books of accounts of 

firms by deploying human resources 

accounting processes to measure human 

resource cost which includes the cost of 

recruiting, salaries and wages, retirement 

benefits, training and other welfare benefits 

such as medical services, canteen services 

etc. Properly accounting for human resource 

investment can facilitate the evaluation of 

employees training programs, increase 

productivity and improve managerial 

decision making regarding promotions, 

transfers, layoffs, replacement, and employee 

turnover (Prabhakar, 1993). 

Greater value from human capital accrues to 

the firm especially when such human capital 

is effectively deployed within the 

organization to optimize the skills and 

expertise of the employees (Flamholtz, 

1972). Moreno, human capital directs and 

creates all other factors of production and 

enables the organization to attain competitive 

advantage over its competitors (Mahmoodi et 

al., 2013). Kalpana and Gopinath (2013) 

further argue that an effective human capital 

will bring to life an otherwise ailing firm, 

while profitable firms have equally been 

liquidated by ineffective human capital. 

Thus, human resource accounts for the 

difference in performance of otherwise 

homogenous firms (Okpako, Atube & 

Olufawoye, 2014; Osekeme, 2017; 

Onyinyechi & Ihendinihum, 2017). This 

underscores the importance of human 

resource to the firm. 

1.1 Statement of the Problem 

The current global economy is driven by 

information and technology. Thus we are in 

the information age, where human capacity 

and innovative ability rules the world and not 

just machines (Osekeme, 2017). Therefore, 

human resources play a critical role of 

coordinating all organizations, activities 

towards the achievement of the corporate 

goals and objectives. With machine, 

materials and money little or nothing could 

https://www.investopedia.com/contributors/53661/
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be achieved without human contributions 

(Olaniyan & Lucas, 2008). This implies that, 

Nigerian manufacturing firms would only be 

able to effectively participate in the world 

economic renaissance if owners of firms 

appreciate the importance of investing in 

human resource (Osekeme, 2017).  

However, while expenses on machine and 

materials including inventory and balances of 

accounts are recognized in the statement of 

financial position of listed manufacturing 

firms in Nigeria expenditure on labour is 

written off to Income Statement 

instantaneously. The implication is that the 

assets base of firms would be understated and 

the financial performance such as Returns on 

Asset would be distorted. The importance of 

accounting for employee cost as an important 

factor of production and any other revenue 

generating asset was stressed by Likert 

(1967) by arguing that ignoring the human 

assets inevitably leads to reductions in profit 

over the long run.  Therefore, the need to 

provide the scientific basis from empirical 

evidence on the relationship between 

expenditure in employee cost and the 

performance of the firm has become 

imperative. However, in spite of the 

importance of establishing this relationship 

only a few empirical studies relate to Nigeria 

from the body of literature on human 

resource accounting. 

Furthermore, prior studies on Nigeria focused 

mainly on the disclosures of HR on the 

financial statements without justifying the 

imperatives that should motivate the 

disclosures in terms of benefits to the owners 

or investors. In the case of the few studies that 

discussed the benefits of HR on the firm, the 

criteria considered were the impact of HR 

investment on the profit after tax, total 

revenue and net assets of the firm. Attempt 

has not been made by prior studies to 

consider the impact of accounting for 

Employee costs on the return on Assets 

(ROA) of listed firms in the consumer goods 

sub-sector in Nigeria. Therefore, the need to 

provide such empirical evidence has made 

this research inevitable as it seeks to fill this 

knowledge gap by providing insight into 

accounting for employee costs and financial 

performance of the listed manufacturing 

firms in the consumer goods sub-sector in 

Nigeria.  

1.2 Objectives of the Study 

The main objective of the study was to 

examine the effect of accounting for 

employee costs on the financial performance 

of listed manufacturing consumer goods 

companies in Nigeria. The specific objectives 

were to: 

i) Examine the effect of Salaries and Wages 

on the Return on Assets of listed 

manufacturing companies in Nigeria. 

ii) Ascertain the effect of Employee 

Retirement Benefits on the Return on 

Assets of listed manufacturing companies 

in Nigeria. 

iii) Evaluate the effect of Other Employee 

Welfare Benefits on the Return on Assets 

of listed manufacturing companies in 

Nigeria. 

1.3 Research questions  

The study provides answers to the following 

research questions which are related to each 

of research objectives. 
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i)  Of what effect is salaries and wages on 

Return on Assets of listed manufacturing 

companies in Nigeria? 

ii) To what extant do Employee Retirement 

Benefits Influence Return on Assets of 

listed manufacturing companies in 

Nigeria? 

iii) How does Other Employee Benefits 

Influence Return on Assets of listed 

manufacturing companies in Nigeria? 

 

 1.4 Statement of hypotheses 

The following research hypotheses, 

formulated in the null form, were tested in 

this study.  

i) Salaries and wages have no significant 

effect on Return on Assets of listed 

manufacturing consumer goods 

companies in Nigeria. 

ii) Employee Retirement Benefits have no 

significant effect on Return on Assets of 

listed manufacturing consumer goods 

companies in Nigeria. 

iii) Other Employee Welfare Benefits do not 

have significant effect on Return on 

Assets of listed manufacturing consumer 

goods companies in Nigeria. 

  

2.0 Literature Review 

2.1  Conceptual Review 

2.1.1 Employee costs 

This involve expenses on personnel, and such 

expenses incurred on the workforce of an 

organization toward their recruitment, 

training development, payment of salary and 

wages, director emolument, retirement 

benefits, allowances, welfare care and 

medical expenditure of staff (Bullen & Eyler, 

2013). According to International Accounting 

Standard 19, employee benefits are all forms 

of consideration given by an entity to its 

employees for services rendered by the 

employees. Employee benefits include 

benefits provided to either employees or their 

dependents. It can be paid or settled by cash 

payments or by provision of goods or 

services and include salary and wages, 

retirement benefits, medical care, life 

insurance, stock options etc.  

Salary and wages are payment to the entire 

workforce of organization. Salary and wages 

are typically paid to staff in cash or kind. 

Surbhi (2015), as cites in (Bankole, 2020), 

defines salary as a fixed sum paid to the 

employees at regular intervals due to their 

performance/productivity while wages are 

payments made on hourly basis to labour for 

the quantity of work completed daily. 

Bankole (2020), salary and wages are 

emphasized by employees because they 

occupy a venter stage in the scheme of things 

as regards compensation for work.  

Retirement benefits otherwise known as post-

employment benefits are paid to the retired 

employees of organization in form of gratuity 

and pension and forms part of the 

responsibilities of employers. The benefits 

are to assist the employees to alleviate the 

effects of discontinuity of the regular income 

of the employee. According to Yusuf (2014) 

as cited in (Bankole, 2020), the main goal of 

pension scheme is to ensure that the life of 

retirees after service are not in danger, 

because of constraints in finance. 
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2.1.2 Accounting for employee cost 

This is the process of keeping records for all 

employees associated costs in an 

organization. this process enables an 

organization to know how much it expended 

on employees in an accounting year and 

equally enables an organization to do an 

assessment of employees’ contributions to 

organizational goals based on it costs.   

2.1.3.  Human capital 

In the economics literature, human capital 

refers to the productive capabilities of people: 

skills, experience, and knowledge have 

economic value to organizations because they 

enable it to be productive and adaptable 

(Becker, 1964). Thus, people constitute the 

organization’s human capital (Bassey & 

Arzizeh, 2012). However, there have been 

controversial issues of human capital 

reporting on whether its value is relevant to 

be considered as asset, even though its 

association with company’s expected future 

benefits is not certain. Some group 

considered it as what people owned from 

learning, experience and skill while another 

group delineated it as human capability that 

is directly linked to the work (Maani & 

Jeradat, 2010). Few studies on value 

relevance of intellectual (human) capital 

assets include Amir & Lev (1996); Aboody & 

Lev (1998); Guthrie (2001); Barth, Beaver & 

Landsman (2001); Kohlbeck (2004); Okwy 

& Christopher (2010). Human asset or human 

capital is the ‘total knowledge, skills, creative 

abilities, talent, altitudes, and belief of 

organization workforce as well as the values, 

altitude and belief of the individuals 

involved’ (Michael, 2013). Schultz (1985) 

pointed out that “the acquired skills and 

knowledge of people are a form of capital 

called human capital.  Physical and monetary 

resources by themselves cannot improve 

efficiency or contribute to an increased rate 

of return on investment without the human 

factor (Anjorin, 1992). It is through the 

combined and concerted effort of people that 

monetary and material resources are 

harnessed to achieve organizations goals 

(Likert & Pyle, 1971).  Like other, forms of 

capital, human capabilities are not free goods. 

They are the products of allocation of 

investment in man”. This goes to show that 

human resources are similar to other assets in 

terms of its acquisition, cost involved and 

benefits to organization (Schwan, 1976). 

2.1.4. Financial performance 

Financial performance is the Company’s 

financial condition over a certain period that 

includes the collection and use of funds 

measured by several indicators of capital 

adequacy ratio, liquidity, leverage, solvency 

and profitability ratio (Didin & Jusni, 2018). 

Financial performance can as well be viewed 

as the Company’s ability to manage and 

control its resources to create revenue and 

profit hence, the financial achievement of the 

company. 

 Financial Statements are used to view the 

financial performance of Companies. These 

statements consist of the Statement of 

Financial Position, Income Statement, 

Statement of Changes in Equity, Statement of 

Cash flow and the accompany notes to the 

accounts.   

2.2  Theoretical framework 

This research work was based on four 

theories of Human Resource Accounting. 

These are the human capital theory, 



EFFECT OF ACCOUNTING FOR EMPLOYEE COSTS ON FINANCIAL PERFORMANCE OF LISTED 

MANUFACTURING COMPANIES IN NIGERIA      Ijing, et al 

195 
 

expectancy theory, organizational ecology 

theory and the Resource based theory. The 

two theories and their philosophical stance 

are discussed below. the study was anchored 

on the human capital theory as it was 

considered most related to the study. 

2.2.1 Human capital theory 

Gates (2008) indicates that the concept of 

“human capital” originates from the 

legendary works of Adam Smith and other 

18th-century economists.  Human capital 

refers to the knowledge, skills, attitudes, 

aptitudes, and other acquired traits that 

contribute to production (Goode, 1959 in 

Fleischhauer, 2007). The discussion on 

human capital and its impacts on the firm 

resulted in the emergence of the human 

capital theory. Literature indicates that 

human capital theory was propounded by 

Schultz (1961). Human capital theory 

explores how individuals and society derive 

economic benefits from investing in people 

through training that has positively impacts 

on the competencies and skills of individuals 

and the firm (Gates, 2008). The theory has its 

roots from labour economics and focuses on 

labour in the quantitative terms 

(Akindehinde, et al., 2015).  The main 

argument of the human capital theory of   

Schultz (1961) is that investment in 

improving the performance of the human 

being such as the cost of attending a formal 

school system, structured trainings and 

workshops, on the job training and other 

forms of skills and knowledge is a critical 

capital phenomenon. Thus individuals and 

the society derive economic benefits from 

investing in people (Sweetland, 1996). This is 

because ‘investment in human capital 

accounts for most of the impressive rise in the 

real earnings per worker’ (Schultz, 1961) 

which has the impact of improving national 

economic growth. In order words, the welfare 

of the worker is associated with the level of 

skills the worker possesses.  

The human capital theory argues that the 

value and earning capacity of the employee 

has positive relationship with the level of 

training and skills that the worker has. In 

other words, the more training and skills a 

worker acquires, the more his or her value 

would be and his or her contribution to the 

firm. Thus, the differential in wages and 

emoluments of employees is explained by the 

difference in the skill set of humans. The idea 

is that individuals can gain skills and 

competences (human capital) that will make 

them more productive. And as such be more 

valuable to the firm. Consequently, capital 

theory argues in favour of reflecting the value 

of human resource as an asset in the financial 

statement of the firm because ‘like other 

forms of reproducible capital, depreciates, 

becomes obsolete, and entails maintenance, 

our tax laws are all but blind on these matters. 

Further, human capital deteriorates when it is 

idle because unemployment impairs the skills 

that workers have acquired. Losses in 

earnings can be cushioned by appropriate 

payments but these do not keep idleness from 

taking its toll from human capital’ (Schultz, 

1961. 

Another contributor to the human capital 

theory is Becker (1975). In his essay on how 

the earnings of the firm are affected by 

investment in Human Capital, Becker (1975) 

argues that ‘workers increase their 

productivity by learning new skills and 
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perfecting old ones while on the job’. Thus 

the value of the worker is enhanced by the 

cost of training, health, and other employee 

welfare cost.  The central argument of Becker 

(1975) is that a well-trained and employee 

will possess high level skills that would 

positively impact on the wealth generation 

capability of the firm and that human 

resource can be equated to the physical 

means of production. Therefore, reflecting 

human resource cost on the balance sheet of 

the firm would be a strategic decision since 

human resource can be equated to the stock 

of the firm (Canibano & Potts, 2016). 

The conclusion argument of the human 

capital theory is that ‘that it is human capital 

-- the knowledge and skills embodied in 

people -- rather than physical capital, that is 

vital to a country’s economic prosperity’ 

(Oxley, Le & Gibson, 2008). The relevance 

of human capital theory to this study is that 

the theory considers the cost of training 

employees, and catering for their welfare, and 

other direct employee cost result in 

improvement of the performance of the firm. 

Thus the individual skills and caliber of the 

human resource is a critical function of the 

production process of the firm and not the 

machines only. Therefore, such human 

resource cost can qualify as investment that 

should be reflected in the financial statements 

of the firm.  

2.2.2 Resource Based theory 

Barney (1991) is one of the major 

contributors to the field of resource based 

theory with respect to human resource 

accounting.  According to Barney (1991) the 

resources of the firm include information, 

knowledge, assets, capabilities, organization 

processes, and a host of other connections 

that are under the control of the firm which 

enables the firm to conceive and implement 

strategies that improves the performance and 

effectiveness of the firm. In the context of 

human resource accounting, organizational 

human capital which is the combination of 

information, knowledge, training, judgment, 

intelligence, capabilities, skills and 

connections provided by the human resource 

that enables the firm to have competitive 

advantage over others (Barney, 1991). The 

central argument of the resource based theory 

is that given similar level of physical assets, 

firms would perform differently. The 

difference is caused by the human energy and 

capabilities available to the firm (Koch & De 

Kok, 1999). However, to have the edge over 

other competitors, the firm ‘must implement 

a value creation strategy not simultaneously 

being implemented by any current or 

potential competitors and when these other 

firms are unable to duplicate the benefits of 

this strategy’ (Barney, 1991).   

However, for a resource to provide the firm 

the competitive edge, Barney (1991) argues 

that the resource must be: (i) valuable so as to 

exploit opportunities and neutralize threats in 

the firm’s environment; (ii) it must be rare 

among a firm’s current and potential 

competition, (iii) it must be imperfectly 

imitable, and (iv) there cannot be 

strategically equivalent substitutes for this 

resources that are valuable but neither rare or 

imperfectly imitable. 

2.3 Empirical review 

The following studies were reviewed in the 

course of conducting this research: 
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Ekwe (2012) studied the relationship 

between intellectual capital and financial 

performance in the Nigeria banking sector. 

The research adopted multiple regression 

analysis method for the test of all the 

hypotheses. The SPSS statistical software 

(version 17.0) was used for the data analysis. 

There was a positive significant relationship 

between components of VAIC and the Return 

on Assets of the banks in Nigeria. There was 

also a positive significant relationship 

between components of VAIC and the Return 

on Equity of the banks in Nigeria. The study 

further revealed that there was a positive 

significant relationship between components 

of VAIC and employee productivity of the 

banks in Nigeria. The results also showed that 

there was no positive significant relationship 

between components of VAIC and the growth 

in revenue of the banks in Nigeria. There was 

a positive relationship between the 

components of VAIC and market to book 

value ratio of the banks in Nigeria. 

Micah, Ofurum and Ihendinihu (2012) did a 

study on firms’ financial performance and 

human resource accounting disclosure in 

Nigeria. Descriptive, correlation and 

regression statistical techniques were used in 

analyzing the data. The result revealed that 

the combined effect of Firm Financial 

Performance accounted for 75.9% of the 

variation in Human Resource Accounting 

Disclosure (HRAD) with an F– ratio 3.581 

being significant at 5% confidence level. The 

positive correlation between Return on 

Equity (ROE) and Human Resource 

Accounting Disclosure (HRAD) supposes 

that an increase in return on equity encourage 

firm in reporting human capital information 

so as to establish trustworthiness with 

stakeholders; enhance external reputation, 

appear legitimate in the public eye and avoid 

cost for non-legitimacy. The study therefore 

concludes that human resource accounting 

information of an organization is very 

relevant for management decision making. 

Ijeoma, Bilesanmi & Aronu (2013) in their 

study of the two listed banks, First Bank and 

Zenith Bank examined the contribution of 

human resource accounting on the financial 

statement   using the Mantel Test Analysis. 

The method of data collection used was field 

survey method which involved the use of 

questionnaire and interview. The study 

indicates   that there exists a relationship 

between HRA and firm performance and that 

HRA has strong impact on the financial 

performance of the banks. 

Prince, Lucky & Kingsley (2013) examined 

the human resource accounting and its impact 

on organizational performance. The study 

made use of cross-sectional data drawn from 

the Nigerian Stock Exchange fact book 

(2009). The regression result revealed that 

human capital and intangible asset had a 

positive and insignificant impact on 

organizational performance. Ifurueze, Odesa 

& Ifurueze (2014) also identified in their 

study of Beta Nigeria Plc, that  changes in 

profitability can be explained when the 

expenditure on human resource are 

segregated into revenue expenditure and 

capital expenditure. The study recommends, 

amongst other, that BETA NIG PLC should 

imbibe the culture of capitalizing and 

reporting all investment on human resource 

that improve the quality and productivity. 

As noted by Kaplan & Norton (2010), the 

non-financial indices of customer 
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satisfaction, reduced rework, skill set of 

employees, effective internal business 

processes and innovation affect the financial 

performance of the firm. Therefore, the effect 

of HRA on non-financial performance of the 

firm suggests that HRA would, by extension, 

affect the financial performance of the firm. 

In their investigation of how HRA practices 

affect the performance of the firm, it was 

discovered that HRA practices affect 

strategic decision making of the firm and 

performance to as high a percentage as 67.1 

% (Dhanabhakyam & Mufliha, 2016). Enyi 

and Akindehinde (2014) also discovered that 

HRA affects decision making and enhance 

corporate goal congruence in their studies of 

16 publicly quoted Nigerian Banks. Okpako,   

Atube and Olufawoye (2014) also in a survey 

of seven firms quoted on the Nigerian Stock 

Exchange, investigated the relationship 

between human capital and the financial 

performance of seven listed firms in Nigeria. 

The study used primary data and secondary 

data. 260 questionnaires were distributed and 

246 questionnaires were retrieved on the 

companies targeted at the staffs of human 

resource, accounting, and audit/internal 

control departments which were considered 

to be the relevant departments for this study. 

The principles of component analysis were 

adopted to quantify the responses obtained so 

as to obtain a series which captured the 

composite value of the human resource 

accounting variable. The firm performance 

indicator considered was (ROE) over the 

period 2006-2010. The study reveals that 

human resource accounting variables 

impacted positively to the level of firm 

performance.  

In their review of 92 empirical studies that 

examined the relationship between HRA   and 

financial outcomes such as return on equity, 

return on investment and profit margins 

(Bernstein & Beeferman, 2015) conclude that 

there is sufficient evidence of human capital 

materiality to financial performance to 

warrant inclusion in standard investment 

analysis. However, they also find that doing 

so remains a challenge for a number of 

reasons including not providing investors 

with comparable data to a lack of consensus 

over which combinations of policies have the 

most impact on financial outcomes. 

Akindehinde, Enyi and Olutokunbo (2015). 

Discovered in their study of the eighteen 

publicly quoted Nigerian banks as at 

indicates that human asset accounting 

significantly affects the banks ‘performance 

at F-ratio = 56.280, P≤ 0.05, R2 =0.193. It 

concluded that capitalizing human assets 

would positively impact on performance of 

organizations and recommended its 

disclosure as intangible asset in the balance 

sheet. The study adopted an Ex-post facto 

research design, and the instruments of data 

collection were questionnaires designed on a 

6 Likert Rating Scale. Adopting a 

convenience sampling method, these were 

administered on the banks’ head office staff 

of Human Resource, Accounting, and 

Audit/Internal Control Departments which 

were considered to be the most relevant 

departments for the study. A total of 238 were 

returned out of 400 questionnaires 

administered representing approximately 

60%. The method of analysis was the simple 

regression analysis model in Statistical 

Package for Social Sciences (SPSS).  
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Ikpefan, Kazeem and Taiwo (2015) studied 

the impact of human capital on the 

performance of Nigerian Micro-finance 

Banks, with particular reference to those in 

Ogun State.  A purposive sample of Sixteen 

(16) Micro finance banks out of the thirty-

four (34) existing in Ogun state was 

investigated. Random sampling technique is 

used to select respondents in each Micro 

Finance Banks cutting across directors, 

employees and shareholders of the Micro 

Finance Banks. A total of 320 collected 

questionnaires were used for data analysis. 

The data were analysed using (parametric and 

non-parametric techniques) appropriate 

descriptive and inferential statistical 

techniques. A total of 314 of the sample 

(representing 98.4% of the sample) agreed 

that human resources expenditure should be 

capitalized and treated as assets rather than 

write off to profit and loss accounts. The 

study also shows that human capital 

development has positive and significant 

impact on overall performance of MFBs in 

Ogun State. Specifically, employees’ 

compensation in terms of salaries, wages and 

staff training and development has positive 

and significant impact on the survival and 

overall performance of MFBs in Ogun State. 

Amahalu, et al (2016) also corroborated the 

findings in their study of the financial 

performance of deposit money banks listed 

on the Nigeria Stock Exchange from 2010-

2015. Ex-post fact research design was 

adopted for the study. Secondary data were 

sourced from the publications of Nigeria 

stock exchange. Inferential statistics of the 

hypotheses were carried out with the aid of 

STATA 13 statistical software using Co-

efficient of correlation and Ordinary Least 

Square (OLS) regression analysis. Findings 

of the study a positive and statistically 

significant relationship between human 

capital and the financial performance in terms 

of return on assets (ROA), return on equity 

(ROE) and on market-to-book value (MBV) 

at 5% significance level.  

  Also in their exploratory study on the impact 

of HRA on organizational performance, 

adopting qualitative analysis, Kumar & 

Priyanka (2018) found that   that human 

resource accounting has positive impact on 

organizational performance. As such 

investment in Human resource should be 

treated as assets to the organization since 

such investment always adds value to the 

organization.  In his study of fifty listed 

manufacturing firms for the period 2007-

2014, Olayiwola (2016) indicate that human 

capital cost has a positive and a substantial 

relevance to share price.  The findings 

suggest that capitalization of corporate 

investment on its human resource, an 

approach that can potentially increase the 

shareholders’ fund and also capable of 

creating a favorable image for quoted 

manufacturing companies in Nigeria. 

In their study to determine the extent to which 

human resource influence the firms’ profit 

after tax, total revenue and net asset, using the 

contents of the annual reports of 10 listed 

firms for the period 2011 – 2015, Onyinyechi 

and Ihendinihu (2017) also identified a 

positive relationship between HRA and the 

affirmance of the firm, although it revealed 

an inverse relationship with respect to the Net 

asset.  The inverse relation was said to result 

from the non-inclusion in the financial 

statements of the investment in human 
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resource.    Time Series Annual data was 

employed ranging from 2011 - 2015 with a 

sample size of 10 firms. The research 

instruments used in collection of data for this 

study were mainly secondary data from the 

NSE Website and Annual reports published 

by the selected Firms. The hypotheses 

formulated were tested at 5% level of 

significance using SPSS software and 

multiple regression analysis as the statistical 

tool. The study revealed that human resource 

in organizations contributes positively to 

their financial growth as evidenced by the 

positive impact on PAT. 

Olajide et al. (2018) in their study of 20 listed 

manufacturing and non-manufacturing firms 

in Nigeria between 2011– 2015 indicate a 

positive co-efficient value of 0.565 between 

HRA and firm performance. They suggest 

that the listed firms should imbibe the culture 

of capitalizing and disclosing all the 

expenditure on human resource so as to 

improve the productivity of the firms. Also, 

Okpala and Chidi (2010) in their sample of 

65 listed firms, their investigation reveals that 

the quality of human capital is a major factor 

in determining the value of a firm's stock and 

investment decisions and that the quality of 

management and employees are key factors 

in investment decisions.  

Ogbodo and Egbunike (2016) studied 

relationship between HRA of Banks and 

Insurance Companies as shown on the 

Nigerian Stock Exchange Fact book for 

2011/2012 and 2012/2013. Result shows that 

there is a significant relationship between 

human resource performance ratios and 

return on assets; and the net profit margin.  

Amahalu et al. (2016) also identified a 

positive relationship between HRA and the 

equity and market-to book value of banks 

listed on the floor of Nigeria Stock Exchange 

from2010-2015 when measured at 5% 

significance level. Ofurum and Adeola 

(2018) study using staff remuneration, as 

proxy for Human Resource Accounting net 

operating profit and return on capital 

employed were as proxies for profitability, 

showed no significant relationship between 

HRA and firm profitability. The researchers 

conclude however that the result indicate that 

employees were not well compensated and 

advised staff should be well compensated for 

better firm performance. This conclusion is in 

line with the philosophical stance of HRA. 

Hamid, Maheen, Cheem  and Yaseen (2017)  

in their study of the effect of human resource 

development  and compensation on the 

performance of telecommunication 

companies in Pakistan, using the exploratory 

factor analysis carried out on 200 employees 

of Ufone and Mobilink franchises in 

Sargodha city, in Pakistan, that employee 

development is positively associated with 

organizational performance. The instrument 

used in conducting the study is the 

questionnaire technique on 5 likert scale.  The 

variables used for the study include 

employee’s development, and compensation 

management and their combine effect on 

organizational performance.  Of the three 

hypothesis tested by the study include 

confirming that there is a positive 

relationship between employee’s 

development and organizational 

performance. One of the findings of the study 

that is pertinent to this study as employee 

development is positively insignificant with t 

value of 0.598 and therefore impacts 
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positively on the performance of the firm. 

Oko (2018) study human asset accounting 

and its impact on the performance and 

financial position of firms. The study adopted 

the survey research design. The instrument of 

data collection was questionnaire designed 

on a four step Likert Scale. The hypotheses 

were tested using simple regression model. 

The result of the analyses confirmed that 

there is a significant relationship between 

Human Asset Accounting and Corporate 

Profitability and there is positive significant 

relationship between Human Asset 

Accounting measurement and corporate 

financial position. The study concluded that 

capitalizing human assets would positively 

impact on performance and financial position 

of organizations and recommended its 

disclosure as intangible asset in the balance 

sheet 

As can be seen from the synthesis of 

empirical literature discussed above, the 

importance of human capital in the financial 

performance of the firm has been established 

indicating positive relationship with respect 

to major financial performance indicators of 

ROE, ROA. The evidence cuts across all 

shades of firms and industrial sectors. This 

suggests that the importance of human 

capital, as a growth factor, permeates all 

organisations.  

3.0 METHODOLOGY    

This study adopted the ex-post facto research 

design which uses mainly secondary data as 

contained in the published annual reports of 

the sample listed firms without modification. 

The choice of the design is relevant because 

the study involves events that have already 

taken place in the past. 

The Population of this study was made up of 

the 26 listed manufacturing firms in the 

consumer goods subsector as at 31st 

December, 2022.   

The sample size was drawn out of the 

population size of 26 firms and only those 

with the complete annual reports containing 

the disclosure of the variables under study 

were considered for the study. Thus a total of 

ten firms, whose annual reports disclosed the 

variables under consideration, were analyzed. 

Judgemental sampling technique was 

adopted. Secondary data obtained from the 

annual reports of firms were the main source 

of data.  

Definition of variables and model 

specification 

The study used three sets of variables: 

dependent, independent and control 

variables, representing performance, 

employee benefits, and control variables 

respectively.  

3.1 Performance variables (dependent 

variables) 

The ROA is the performance variable used as 

the dependent variable of this study. For this 

study ROA is defined as profit after tax minus 

preferred dividend divided by book value of 

equity at the end of each financial year 

(Ichsani & Rinta, 2015) as follows: 

3.2 Net Profit after interests, taxes and 

Preference Dividend Book Value of Assets 

It is expected that firms that have invested in 

human capital and adopt effective human 

capital/human resource accounting will have 
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better ROA than those without since ROA is 

a reflection of the optimal performance of the 

firm which will result from the effective 

deployment of human resources.   

Accounting for Employee costs variables 

(independent variables) 

The independent variables considered in this 

study were the various values and 

aggregation of employee benefits which can 

be categorized into three: salaries and wages 

(SAW) employee retirement benefits (ERB) 

and Other Employee Welfare Benefits 

(OWB). Thus, each firm’s details are 

summarized as shown below per year and 

presented in a panel data format: 

 

Table 1: Variable Specification and Measurement  

Variable Specification Type of variable Measurement 

Return on Assets (ROA) Dependent Variable  PAIT/Assets×100 

Salaries and wages (SAW) Independent 

Variable 

Salaries and Wages as reported. 

Employee Retirement 

benefits (ERB) 

Independent 

Variable 

Contributions to defined benefits scheme 

and other long term employment benefits 

as reported. 

Other Employee Welfare 

Benefits (OWB) 

Independent 

Variable  

Medical expenses, Equity settled share 

based payment transactions and other 

personnel expenses as reported. 

Firm Size Control Variable Total Assets 

Source: Researcher’s review 2024 

The values of these variables are obtained 

from the notes to the financial statements 

where the values of such variables are not 

obvious on the financial statements of the 

firm. 

3.3 Model Specification   

The multi-regression equation adopted as a 

model for the study was of the form: 

Yit = α+β1X1i+β2X2i+...+βnXni   + et 

Where:   

Yit          =      Performance indicator of 

the firm I at time t (dependent variable), 

α            =    α, is the intercept which 

represents the expected value 

of Yi when X1,X2,..., Xn  are 

all equal to zero. 

β1…βn   =    Coefficient in the value of 

Yi as the independent variables change. 

X   =    Independent variables. 

Adapting the general multi-regression model 

to this study, the different performance values 
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of the sample firms have the following 

relationships: 

ROAit =        α+β1SAWit +β2 ERBit+ β3OWBit 

+ β4FSIZEit + etit      

Where: 

ROA = Return on Assets 

SAW = Salaries and Wages 

ERB = Employee Retirement Benefits 

OWB = Other Welfare Benefits 

FSIZE = Firms Size 

  

3.4 Method of Data Analysis 

Various techniques of data analysis are 

utilized to achieve the research objectives. 

Descriptive statistics is used to highlight the 

salient features of data collected. The 

Hausman test is deployed to determine which 

of the effect models is best suited for the 

sampled data. The study used the ordinary 

least square (OLS) estimation technique of 

regression together with fixed effects model 

(FEM) to accommodate data heterogeneity. 

To ascertain multicollinearity, Pearson 

correlation and Variance Inflation Factor 

(VIF) tests were carried out while the 

Breusch-pagan/Cook-weisberg test was used 

to test for heteroscedasticity.  

STATA version 14 was used for data analysis. 

The hypotheses were tested at 5% level of 

significance. 

4.0 Data Analysis  

4.1 Descriptive Statistics 

This sub-section provides descriptive 

statistical analysis of the data generated on 

the dependent and explanatory variables of 

the study. It provides the summary statistics 

of the collected data which include measures 

of central tendency, such as mean, measures 

of dispersion (the spread of the distribution), 

such as the standard deviation, minimum and 

maximum of the dependent, explanatory and 

control variables. The descriptive statistics as 

presented in Table 4 shows the summary of 

five years mean and standard deviations as 

well as maximum and minimum values for 

the variables employed in the study.  

 

Table 4.1: Descriptive Statistics 

Variables Obs Min Max Mean Std. Dev 

ROA (%) 50 -100.03 85.64 19.68 26.66 

SAL (N’000s) 50 157963 31500000000 7065453  8019766 

ERB (N’000) 50 10227 4734520 1223852 1318789 

OWB (N’000) 50 -33607 9118132 1864474 2667787 

SIZE (N’000) 50 3266615 389000000000 126000000000 112000000000 

Source: STATA version 14.2 result output

 As observed on the table above, return on 

Asset (ROA) for sampled manufacturing 
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Companies in Nigeria has mean value of 

19.68% while the maximum and minimum 

values were 85.64% and -100.03% 

respectively. The results implied that ROA 

ranges from -100.03 to 85.64% with mean 

value of 19.68%. The standard deviations 

were 26.66%.  

The results of descriptive analysis on 

Companies Salaries and Wages (SAW) for 

the period of five years for the overall 

sampled Manufacturing Companies revealed 

the mean of N7,065,453,000.00. The 

maximum and minimum values were 

N31,500,000,000.00 and N157,963,000.00 

respectively with the standard deviation of 

N8,019,766,000.00. The results implied that 

SAW ranges from N157,963,000.00 to 

N31,500,000,000.00 with the mean value of 

N7,065,453,000.00 and standard deviation of 

N8,019,766,000.00. 

Also, Employee Retirement Benefits (ERB) 

has mean value of N1,223,853,000.00 while 

the maximum and minimum values were 

N4,734,520,000.00 and N10,227,000.00 

respectively with the standard deviation of 

N1,318,789,000.00. The results implied that 

ERB ranges from N10,227,000.00 to 

N4,734,520,000.00 with the mean value of 

N1,223,853,000.00 and standard deviation of 

N1,318,789,000.00. 

Finally, Other Employee Welfare Benefits of 

the sampled Manufacturing Companies 

revealed the mean of N1,864,474,000.00. 

The maximum and minimum values were 

N9,118,132,000.00 and (N33,607,000.00) 

respectively with the standard deviation of 

N2,667,787,000.00. The results implied that 

SAW ranges from (N33,607,000.00) to 

N9,118,132,000.00 with the mean value of 

N1,864,474,000.00 and standard deviation of 

N2,667,787,000.00. 

4.1.1  Robustness Tests  

The robustness test is conducted in order to 

ensure the validity of all statistical inferences 

for the study, so as to assess the impact of 

distribution problems, in addition to the 

problems of outliers before deciding on the 

appropriate statistical method to use. 

Regression which is an example of a 

parametric test, requires large data and other 

assumptions to be satisfied. If this is not the 

case, then the results are likely to be spurious. 

This study checked for, normality, 

multicollinearity, homoskadasticity. In 

addition to the classical regression 

assumptions, the results of Hausman test to 

decide between Fixed-Effects (FE) and 

Random-Effects (RE) is also conducted and 

reported in this section since the data is panel 

in nature.  

4.1.2 Test for data normality   

The results of skewness and kurtosis tests are 

presented in Table 4.2 below.  

Skewness means lack of symmetry. A 

distribution is said to be symmetrical when 

the values are uniformly distributed around 

the mean. For a symmetric distribution Sk = 

0. If the distribution is negatively skewed 

then Sk  is negative and if it is positively 

skewed then Sk  is positive. The range for Sk  

is from -3 to +3. 

From the table below, the coefficients of 

skewness of the variables under study are 
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near zero meaning that the distribution is 

uniformly distributed. 

More so, for large observations Ghasemi and 

Zahediasl (2012) suggest that researchers 

should not bother much about slight 

deviations from normality. Their conclusion 

was in tandem with the central limit theorem 

which holds that in large samples (x’s>30 per 

observation in multiple regression) the 

sampling distribution will also tends to be 

normal regardless of the shape of the data. 

 

Table 4.2 Results of Skewness and Kurtosis Analysis  

Variable  Obs.  Pr(skewness) Pr(kurtosis) Adj chi2(2) probchi2 

logROA 50 0.1603 0.8966 2.09 0.3511 

LogSAW 50 0.2881 0.1928 2.99 0.2244 

LogERB 50 0.1733 0.0996 4.60 0.1003 

LogOWB  50 0.3864 0.0519 4.57 0.1018 

LogTotal Assets 50 0.1149 0.6921 2.79 0.2474 

Source: Summary of STATA Version 14.2 output 

4.2 Multicollinearity test 

To ascertain multicollinearity, Pearson 

correlation and Variance Inflation Factor 

(VIF) tests were carried out. Result of 

multicollinearity is reported in Table 4.3. An 

important assumption for the multiple 

regression model is that independent 

variables are not perfectly multicolinear. 

When multicollinearity is present standard 

errors are inflated. The rule-of-thumb is that 

VIF>10 indicate multicollinearity. Since VIF 

for the variables ranges from 1.65 – 9.52 the 

independent variables are not strongly 

(perfectly) correlated, meaning that no one 

independent variable does influence the other 

independent variables. If the inverse of VIF 

(tolerance) is used it can be concluded that 

the least uniqueness of the variables ranges 

from 0.105038(1/9.52) to 0.604324(1/1.65).  

Table 4.3 Multicollinearity Tests 

Results 

 Variable VIF 1/VIF 

Log SAW 9.52 0.105038 

Log ERB 5.25 0.190477 

Log Total Assets  4.76 0.210141 

Log OWB 1.65 0.604324 

Mean VIF =  5.30 

An average VIF of 5.3 is less than 8 which 

suggest the absence of multicollinearity. 

 

Table 4.4: Correlation Matrix 
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 ROA SAW ERB OWB SIZE 

ROA 1.0000     

SAW -0.2084 1.0000    

ERB -0.3067 0.8911 1.0000   

OWB 0.4142 0.3999 0.3205 1.0000  

SIZE -0.0715 0.8294 0.6715 0.6014 1.0000 

Source: STATA version 14.2 Output 

Table 4.4 reports the Pearson correlation 

matrix for all the variables. Pearson 

correlation coefficient can range from -1 to 

+1. Low correlation coefficients (i.e., within 

the range of -0.8 to + 0.8) between the 

predictors variables is preferable as a rule-of-

thumb. The closer the coefficient to ±1 means 

strong correlation. Strong correlations among 

predictors affect the standard errors of the 

estimated coefficients and also the sign of the 

estimated coefficients causing a problem in 

the interpretation of the regression results. 

The highest Pearson correlation coefficient 

from Table 4.4 between predictor variables is 

0.8911 (between ERB and SAW). Although 

the pearson moment correlation matrix is 

more than 0.8, the corresponding VIF is 5.30, 

this low VIF indicate that independent 

variables are not highly collinear to bias the 

estimates.  

4.3 Test of Heteroskedasticity 

The result of Breusch-pagan/Cook-weisberg 

test for heteroskedasticity reveals that errors 

have constant variance (Non-

heteroscedastic), which indicates that the 

OLS estimators will have the minimum 

variance of all unbiased estimators, and also 

the P-values will be reliable.   

4.4 Hausman Specification Test  

The role of hausman test is to check for strict 

exogeneity, and result of the test reveals that 

the two models (Fixed and random effect) are 

correlated with chi-square probability (p-

value) of 0.7214. This means that the random 

effect results are favoured in this study and 

are, therefore used (See Appendix 2). 

From the results of the robustness tests 

performed to determine the accuracy and 

reliability of research data used in testing the 

study hypotheses, it shows that the data is free 

of regression errors capable of invalidating 

the research’s regression assumptions. In 

other words, the data is suitable and the 

regression estimates obtained are reliable. 

5.0 Discussions of Results  

This subsection presents the results of the 

analysis conducted on the data collected from 

the annual reports and accounts of the 
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sampled consumer goods firms for the period 

of the study. It presents the regression results 

of the study. 

5.1 Random effect regression results 

This sub section presents and interprets the 

results obtained from the test of the research 

hypotheses. All the study hypotheses are 

tested using fixed effect regression model. 

The regression result of the fixed effect 

estimation technique is presented in Table 

4.5. The summary of the regression results is 

obtained based on this model of the study. 

Multiple linear regression method of analysis 

is used in this study for assessing the strength 

of the effect of each set of explanatory 

variables known as independent variables 

and a single response or dependent variable.  

Table 4.5: Regression results  

 Coeff. t P-

value 

SAW 0.2675378 1.10 0.276 

ERB -

0.3564019 

-2.31 0.026 

OWB 0.3005017 4.78 0.000 

SIZE -

0.3524591 

-1.65 0.106 

R2       0.4218   

F-Value       8.21   

Hausman 

Test 

     0.7214   

Statistically significant at 5% 

Source: STATA version 14.2 Output 

The F-test is a global test of hypotheses that 

none of the explanatory variables are related 

to the dependent variable, in other words, that 

R2 is not zero. Table 4.5 reports a significant 

F- statistic, indicating that using the model is 

fit and can be used for data analysis. The F-

Value is 8.21 with a probability of 0.0000 

R- Square (called the coefficient of 

determination) from Table 4.5 indicates the 

proportion of the variance of ROA that is 

explained by variation in the predictor 

variables. To interpret the variability in ROA 

accounted for by the models, the R-square is 

used. The Model gives the R-squared (R2 = 

0.4218). Thus, the model is predicting about 

42% of the variability in ROA. Overall, the 

R-squared reports the strength of the 

relationship between the model and the 

dependent variable. 

The effect of individual employee costs 

variables on the financial performance 

(ROA) and the confidence with which the 

researcher can support his claims is also 

reported in Table 4.5. The output shown in 

this table provides estimate of the 

unstandardized coefficients, standard errors 

of the estimates, t-tests that a coefficient takes 

the value zero, and confidence intervals. The 

estimated regression coefficients are given 

under the heading “Coef.”; these give, for 

each of the explanatory variables, the 

predicted change in the ROA when the 

explanatory variable is increased by one-unit 

conditional on all the other variables in the 

model remaining constant. The confidence 

intervals provide a range of values within 

which the researcher can assert with a 95% 

level of confidence that the estimated 

coefficient lies. 
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The coefficient of estimates (b-values) 

indicates the individual contribution of each 

predictor to the model.   

From the estimated model, the coefficient of 

SAW (Salaries and Wages) is which depicts 

that a unit increase in SAW will lead to 

0.2675378 units increase in ROA in the 

manufacturing companies in Nigeria 

provided that the individuals companies have 

the same level of all other accounting data.  

This results will be valid at 95% level of 

confidence. 

Similarly, the study estimate that a unit 

increase in Employee Retirement Benefits 

(ERB) holding all other variables constant 

will lead to -0.3564019 units increase in ROE 

of the manufacturing companies in Nigeria. 

The regression coefficient according to 

Tables 4.5 is reliable within the 95% 

confidence level or in other words, the more 

ERB of the manufacturing companies in 

Nigeria, the less the ROA vis-à-vis the 

financial performance of companies in the 

industry.  

The third and final employee cost variable 

used in this study is Other Employee Welfare 

Benefits (OWB). Result in Table 4.5 

indicates that one-unit increase in OWB leads 

to 0.3005017 units increase in ROA all other 

things being equal.  

For this study model, Salaries Wages (SAW) 

with a coefficient of 0.2675378, t-value of 

1.10 and p-value of 0.0.276, SAW is 

statistically significant at 5% level of 

significance and thus have significant effect 

on the financial performance of listed 

manufacturing consumer goods companies in 

Nigeria. 

The regression result for Employee 

Retirement Benefits (ERB) with a coefficient 

of -0.3564019, t-value of -2.31 and P-value 

of 0.026 shows that ERB is statistically 

significant at 5% level of confidence. This 

implies that ERB does significantly affect 

financial performance. 

In the same vein, Other Employee Welfare 

Benefits (OWB) has a coefficient of 

0.3005017, t-value of -4.78 and p-value of 

0.000. This result indicates that OWB is 

statistically significant at 5% level of 

significance and that OWB has significant 

effect on the financial performance (ROA) of 

sampled manufacturing companies. 

Similarly, table 4.5, shows that firm size 

(Total Assets) has a coefficient of -0.3524591 

and a t-value of -1.65. The P-value stands at 

0.106, indicating that Total Assets is 

statistically insignificant at 5% level of 

significance and that Total Assets has a 

significant effect on the financial 

performance (ROE) of sampled 

manufacturing companies.   

5.2  Test of Hypotheses 

Three hypotheses were stated for empirical 

testing in chapter one; under this section, the 

hypotheses are re-stated and empirically 

tested using the t-test statistics and the p – 

values that is associated with each variable.  

The first hypothesis is set out to examine the 

effect of Salaries and Wages (SAW) on the 

financial performance of listed consumer 

goods firms in Nigeria. For clarity and 
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simplicity, the hypothesis is re-stated as 

follow: 

H01: Salaries and Wages (SAW) have no 

significant effect on the financial 

performance of listed Manufacturing 

Consumer Goods Companies in 

Nigeria. 

The results of data analysis suggest that 

Salaries and Wages have significant effect on 

the financial performance of listed 

manufacturing consumer goods companies in 

Nigeria. 

The next hypothesis in this study tests 

whether Employee Retirement Benefits 

(ERB) have a significant effect on the 

financial performance of listed 

manufacturing consumer goods companies in 

Nigeria. The hypothesis is re-stated to guide 

the analysis as follows:  

H02:  Employee Retirement Benefits (ERB) 

has no significant effect on the 

financial performance of listed 

Manufacturing Consumer goods 

Companies in Nigeria. 

The results of data analysis suggest that 

Employee Retirement Benefits have a 

significant effect on the financial 

performance of listed consumer goods firm in 

Nigeria. 

The third hypothesis tests whether Other 

Employee Welfare Benefits have a significant 

effect on the financial performance of listed 

manufacturing consumer goods companies in 

Nigeria. The hypothesis is re-stated as: 

H03: Other employee Welfare Benefits do 

not have significant effect on the 

financial performance of listed 

Manufacturing Consumer goods 

Companies in Nigeria. 

From the results of data analysis presented 

above, Other Welfare Benefits do have a 

significant effect on the financial 

performance of listed manufacturing 

consumer goods companies in Nigeria. 

5.3 Discussion of Findings 

This section focuses on the empirical findings 

from the study on effect of accounting for 

employee cost on the financial performance 

of listed manufacturing consumer goods 

Companies in Nigeria to achieve the research 

objectives. 

The study investigated the effect of Salaries 

and Wages, Employee Retirement Benefits 

and other Welfare Benefits on financial 

performance of listed manufacturing 

consumer goods companies in Nigeria. The 

study found out that there is significant effect 

that Salaries and Wages, Employee 

Retirement Benefits and Other Welfare 

Benefits have on the financial performance of 

listed manufacturing consumer goods 

companies in Nigerian. Table 4.5 shows the 

results of the regression Effect of the 

independent variables on the Return on 

Assets of the sampled companies. In this 

table, Salaries and Wages, and Other 

Employee Welfare Benefits have positive 

significant effect on the financial 

performance vis-à-vis the Return on Assets of 

listed manufacturing consumer goods 

companies in Nigeria while the Employee 
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Retirement Benefits have a negative or 

inverse relationship with dependent variable, 

Return on Assets. 

Total assets were used as a control variable in 

the study. The regression results as shown in 

table 4.5 revealed that Total Assets of the 

sampled manufacturing consumer goods 

companies in Nigeria has a significant effect 

on the financial performance. However, the 

regression coefficient is negative indicating 

an inverse relationship between Total Assets 

and Return on Assets. The findings of the 

study agree with that of Onyiyechi & 

Ihendinihu (2017). In their study to determine 

the extent to which Human Resource 

Accounting influence the firms’ profit after 

tax, total revenue and net assets, using the 

contents of the annual reports of listed firms 

for the period of 2011 to 2015, it was revealed 

that Human Resource in Organizations 

contribute positively to their financial 

performance as evidenced by the positive 

impact on profit after tax.  In a like manner, 

Micah, Ofurum and Ihendinihu (2012) did a 

study on firms’ financial performance and 

human resource accounting disclosure in 

Nigeria. The study revealed positive 

correlation between Return on Equity (ROE) 

and Human Resource Accounting Disclosure 

(HRAD). More so, Ekwe (2012) studied the 

relationship between intellectual capital and 

financial performance in the Nigeria banking 

sector. The study shows a positive significant 

relationship between components of 

Intellectual Capital and the Return on Equity 

of the banks in Nigeria. Akindehinde, Enyi 

and Olutokunbo (2015), discovered in their 

study of the eighteen publicly quoted 

Nigerian banks as it indicates that human 

asset accounting significantly affects the 

banks ‘performance which also agree with 

findings of this study.  In line with the 

findings of this study, (Bernstein & 

Beeferman, 2015) conclude that there is 

sufficient evidence of human capital 

materiality to financial performance to 

warrant inclusion in standard investment 

analysis. 

The results of the study also aligned with that 

of Ikpefan, Kazeem and Taiwo (2015). They 

studied the impact of human capital on the 

performance of Nigerian Micro-finance 

Banks, with particular reference to those in 

Ogun State. The study also shows that human 

capital development has positive and 

significant impact on overall performance of 

MFBs in Ogun State. Specifically, 

employees’ compensation in terms of 

salaries, wages and staff training and 

development has positive and significant 

impact on the survival and overall 

performance of MFBs in Ogun State. 

Amahalu, et al (2016) also corroborated the 

findings in their study of the financial 

performance of deposit money banks listed 

on the Nigeria Stock Exchange from 2010-

2015. Findings of their study reveal a positive 

and statistically significant relationship 

between human capital and the financial 

performance in terms of return on assets 

(ROA), return on equity (ROE). Okpako,   

Atube and Olufawoye (2014) also in a survey 

of seven firms quoted on the Nigerian Stock 

Exchange, investigated the relationship 

between human capital and the financial 

performance of seven listed firms. The firm 

performance indicator considered was Return 

on Equity over the period 2006-2010. The 

study reveals that human resource accounting 
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variables impact positively on the level of 

firm performance.  

However, the findings of the study negate that 

of Ofurum and Adeola (2018). In their study 

using staff remuneration, as proxy for Human 

Resource Accounting net operating profit and 

return on capital employed were as proxies 

for profitability, the result showed no 

significant relationship between HRA and 

firm profitability. The differences could be 

attributed to variation in the methodologies 

adopted for the study. 

6.0 Summary of findings   

     

The findings of this study were summarized 

as follows: 

(i) Salaries and Wages have a 

positive and significant effect 

on the financial performance 

of listed manufacturing 

consumer goods companies in 

Nigeria. 

(ii)  Employee Retirement 

Benefits have a significant 

effect but negative effect on 

the financial performance of 

listed manufacturing 

consumer goods companies in 

Nigeria. 

(iii)  Other Employee Welfare 

Benefits have a significant 

and positive effect on 

financial performance of 

listed consumer goods 

companies in Nigeria. 

 

7.0 Conclusions    

Based on the findings summarised above, 

this study concluded that accounting for 

employee cost have significant effect on 

financial performance of listed 

manufacturing consumer goods 

companies in Nigeria. Specifically, the 

results of the study indicated that Salaries 

and Wages, and Other Employee Welfare 

Benefits have significant and positive 

effect on Return on Assets. Employee 

Retirement Benefits have a significant 

but negative effect on Return on Assets.  

Recommendations 

Based on the findings of this study, the 

following recommendations were made: 

i) Management of companies should 

ensure proper accounting for the cost 

of employees as it influence the 

financial performances of firms 

ii)  Employees retirement benefits 

should be properly planned and 

provided for in the records of 

companies since labour plays a 

significant role as a factor of 

production 

iii) Provisions should always be made 

for other employees benefits as it 

will serve as motivation in 

encouraging them to put in their best 

for higher output for higher profits   
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