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Abstract 

Human capital accounting involves identifying and reporting investments in human resources, 
with emphasis on measurement of costs incurred to recruit, select, hire, train and develop 
human capital. It upholds matching of cost and revenue; organizing records and communicating 
financial information efficiently. These imperatives are conceptually underscored by Akintoye 
(2012), Edom, Inah and Adanma (2015), and Umaru (2017), amongst others. Using secondary 
data published by the Nigerian Stock Exchange, this study investigates the relationship between 
human resource accounting and financial performance of deposit money banks in Nigeria. The 
specific dimensions are compensation cost, training and development cost; while financial 
performance has return on assets as proxy. Data analysis utilises descriptive and inferential 
tools (including mean, standard deviation, correlation and multiple regression), facilitated by 
Statistical Package for the Social Sciences. The results indicate that return on assets of the 
banks is significantly associated with compensation cost (t = 0.850; p = 0.037 < 0.05); training 
and development cost (t = 0.726; p = 0.046 < 0.05), and health and safety cost (t = 0.975; p = 
0.031 < 0.05). This establishes that human capital accounting has significant relationship with 
financial performance of deposit money banks in Nigeria. Based on this conclusion, it is 
recommended that the banks should promote financial reporting efficiency by ensuring the 
capitalization of human assets and implementation of innovative training and development 
schemes. They should also upgrade the work atmosphere to make for good health and high 
morale, and ultimately drive higher performance in the Nigerian financial sector. 
 
Keywords: Accounting trends, Deposit money banks, Human capital, Nigerian economy.      
 
Introduction 

Stakeholders seek to drive impressive performance amongst Human Resources (HR) engaged 

by Deposit Money Banks (DMBs) in Nigeria. The fortunes of some DMBs have not been quite 

impressive over the past decade. A review of the quarterly performance of the banking index 

in 2016 reveal that, apart from the first quarter when the sector gained 1.484%, in second and 
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third quarters, it declined by 0.93% and 8.05%, while in the fourth quarter, it shed 0.16% 

(Obamuyi, 2013; Itsibor, 2017). The Nigeria Deposit Insurance Corporation (NDIC) reported 

that many banks are facing liquidity issues in addition to dwindling revenues and profits, 

relatively resulting from non-performing loans and policy on daily withdrawal of deposits by 

Ministries, Departments and Agencies (MDAs) of government (Umaru, 2017). The treatment 

of human capital in financial institutions has equally attracted the attention of in recent times.  

Human capital represents critical asset in the operations of financial institutions. However, 

there is no legal regulation for accounting human capital in organization’s annual report. 

Practitioners, who are advancing the course of Human Capital Accounting (HCA), admit that 

employees are valuable assets, considered more important than intangible and physical assets. 

Further, HR experts generally agree that assets measured in terms of physical value should be 

reported in financial statements.. However, due to shift in paradigm, it now prevails in 

intellectual capital domain, to be reported in the accounting statements. By this, the disposition 

is that accounting for the value of HR is capable of changing the dynamics of organizations 

(Kuhn, 1962). 

 
Several studies on HCA are trending, focusing on wide-range of concerns, including linking 

HCA measures with organizational performance. Some analysts focus on the valuation of 

HCA, while some address issues bordering on regulations, standards or reporting of HCA. 

Under conventional accounting system, utilization of money and materials are reported, 

whereas the value of human capital employed is seldom incorporated in financial statements 

(Afiouni, 1999; Johanson & Mabon, 1998; Snell, 1992). Generally, the studies established a 

positive association between HCA and financial performance. On this premise, this study 

investigates the relationship between HCA and financial performance of DMBs in Nigeria. The 

specific objectives are to: 

(i) examine the relationship between compensation cost and return on asset of DMBs 

in Nigeria; 

(ii) determine the relationship between training and development cost and return on 

asset of DMBs in Nigeria; and 

(iii) ascertain the relationship between health and safety cost and return on asset of 

DMBs in Nigeria. 
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The hypotheses addressing the above objectives are: 

Ho1:    Compensation cost has no relationship with return on asset of DMBs in Nigeria; 

Ho2:    Training and development cost has no relationship with return on asset of DMBs in  

Nigeria; and 

Ho3:    Health and safety cost has no relationship with return on asset of DMBs in  

Nigeria. 

 
Literature Review 

Human capital has been identified a major source of competitive advantage in today’s highly 

competitive banking business environment. It refers to people’s energies, skills, talents and 

knowledge, which are engaged in the production of goods or rendering services. It sustains 

competitiveness among organizations, as it meets the criteria of being valuable, rare, 

inimitable, and non-substitutable. Resource-based theorists opine that human assets constitute 

a source of sustainable advantage because tacit knowledge and social complexity are hard to 

imitate (Coff, 1997; Okeke, 2016). In further recognition of the importance of HR in 

organizations, HCA is conceptualized and promoted as the process of identifying and reporting 

the investments made in human resources, presently not adequately accounted for in the 

conventional accounting practice. It involves measuring the costs incurred by organizations to 

recruit, select, hire, train and develop human capital. It represents the process of identifying, 

measuring and communicating information about HR in order to facilitate effective 

management in an organization. It features as extension of the accounting principles of 

matching cost and revenue, and organizing data to communicate relevant information in 

financial terms. The Committee on HRA, constituted by the American Accounting Association 

(1973), defines it as the process of identifying and measuring data about HR and 

communicating this information to interested parties.  

 
Many best performing companies have little tangible assets yet their intangible assets have 

market capitalization greatly exceeding their book value. The value intellectual capital adds to 

a firm’s value is also highly conspicuous in the service sector, information technology and 

manufacturing (Newman, 1999; Wiley, Kirfi & Abdulahi, 2012). They submit that human 

capital is often worth three to four times the tangible book value; that information on 

intellectual capital both current and future should occupy at least one third of the annual reports. 

Hence, HCA seeks to ensure that investments in HR are treated as assets, capitalized and 

written-off within the period that the staff will serve the organization. It ensures that existing 



10TH ACCOUNTING AND FINANCE CONFERENCE BOOK OF PROCEEDINGS VOLUME 10 ISSUE 2, 2020 

255 

 

and potential investors appreciate the changes and value in human assets in order to evaluate 

assets and income properly. This underscores significance of the human capital theory, which 

projects people as assets and stresses that investment by organization in people will generate 

worthwhile returns. This brings about sustainability of competitive advantage, and lending 

credence to the position that HCA is an invaluable tool capable of portraying the actual values 

of firms. Professionals further buttress the significance of HCA by underscoring the provision 

of useful information to organization’s management, financial analysts and employees 

((Okpala & Chidi, 2010). By this, it helps organizations in:  

i.  employing, locating and utilization of HR, 

ii.  deciding transfer, promotion, training and retrenchment of HR,  

iii.  providing basis for planning of physical assets vis-à-vis HR, 

iv.  evaluating expenditure incurred for imparting further education in HR,  

v.  identifying causes of and remedies to high turnover amongst HR; 

vi.  addressing real cause for low returns attributable to improper/under-utilization of HR,  

vii. assessing HR/inner strengths of organization to foster efficient management,

viii.  affording valuable information to attract long term investment in the firm; and 

ix.  improving performance as well bargaining power, for better contribution towards 

improvement organizational fortunes. 

 
The main dimensions of HCA include recruitment cost, compensation cost, training and 

development cost, pension cost, health and safety cost, amongst others. In this study, the 

dimensions adopted are compensation cost, training and development cost, as well as health 

and safety cost. Regarding compensation cost, previous studies found more positive than 

negative effects of wages dispersion on firm’s real value-added. Attention is shifting from 

effects of separate HR practices on employee performance to a macro perspective, which 

captures influence of overall set of HR practices on firm performance. Closely associated to 

compensation cost is pension cost, which is incurred by an employer as compensation to 

employees for efforts expended in the organization productive process (Sackman, Flamholtz 

& Bullen, 1989; Oke, 2010). Pension plan sponsorship typically emanates from primary 

considerations, concerned about: 

i. many employers who seek to provide employees with potentials to accumulate 

sufficient retirement income to support their standard of living on retirement. Doing so 
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boosts the ability of employees to voluntarily retire at appropriate times, which in turn 

helps employers with the execution of workforce plans; and 

ii. many employers who offer competitive pension benefits to attract and retain quality 

employees.  

 
Regarding training and development cost, the essence relates to the growth of organizations. 

As blood is essential to human existence so is the training of staff essential to the success of an 

organization. Training (physical, social, intellectual and mental) drives not only HR levels of 

productivity but equally promotes HR development, with a systematic acquisition of the 

knowledge, skills and attitudes by employees to handle given tasks. Employees training and 

development is seen as a fundamental responsibility of any competent management; the reason 

being the ever-increasing technological sophistication of the age present computer age makes 

it mandatory for organizations to meet changing situations (Okeke, 2016). Regarding health 

and safety cost, the vital responsibility of an employer is to provide an atmosphere for 

employees to perform. Against subsisting organizational safety and health rules, preventive 

measures have to be taken and provided for the wellbeing of HR, even as employees are treated 

to safety education, with protection and regular enforcement for enhanced performance 

(Newman, 1999; Oke, 2010). 

 
Financial performance, in relation to HR practice, has also attracted much scholarly attention 

over the years. Basically, performance refers to a set of financial and non-financial indicators 

which offer information on degree of achievement of targets (Gavrea & Stegerean, 2011). It 

could be measured in terms of turnover, productivity, quality, customer satisfaction and 

manufacturing flexibility. The financial accounting perspective identifies such measures as 

sales, profit levels, return on assets, return on equity, etc; while the financial market perspective 

underscores stock prices, ratio of market value of the firm’s assets to replacement cost, relative 

to the Tobin’s Q (Okeke, 2016; Itsibor, 2017). Return on assets measures how efficient an 

organization uses assets to generate operating profits; thus, representing the total return to all 

providers of capital (debt and equity). It is computed as net income divided by total assets. 

Average total assets may be adopted to prevent anomalies associated with net asset value 

estimation. Interest expense may be added back in order to use operating returns before costs 

of borrowing in the process. Return on assets, thus, measures the effectiveness of organization 

in generating profits by exploiting its assets. This ratio may indicate good or bad management 
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in implementing cost control or management of property (Oke, 2010; Bassey & Tarpang, 

2012).  

 
In terms of empirical evidence, analysts submit that HR information in annual reports are 

deficient in quality or extent of disclosure. In technology and people - oriented concerns, 

studies which utilised annual reports of public and private firms found external capital as most 

frequently reported category in the accounting process. An investigation on the relationship 

between HCA and firm performance, involving firms quoted on the NSE; using primary data 

(facilitated by questionnaire distribution to staff of HR and audit/internal control departments 

of the target firms), in addition to relevant secondary data which captured the composite value 

of the HCA variable, revealed that HCA positively impacts the level of firm performance, 

specifically return on equity (Wiley, Kirfi & Abdullahi, 2012; Obamuyi, 2013). 

 

In an appraisal of HCA and its effect on performance of Micro Finance Banks (MFB) in 

Nigeria; involving content analysis of the annual reports and financial statements of sampled 

MFBs, with respondents cutting across directors, employees and shareholders, and data were 

analysis techniques (parametric and non-parametric), supported that HR expenditure should be 

capitalized and treated as assets rather than written off to profit and loss accounts. This 

validated that HCA has a significant effect on the performance of the MFBs (Oke, 2010; Okeke, 

2016). In an investigation to determine the effect of adoption of HCA (underscoring increase 

in staff salary, increment in staff, and staff retirement benefits) on the profitability of corporate 

organizations, the analysts set out to: determine the extent to which increase in staff salary 

affects organizational profitability; ascertain if the increment in staff contributes positively to 

organizational profitability; and evaluate the extent to which staff retirement benefits affect 

organizational profitability. In the framework, research questions and hypotheses were 

formulated in line with the objectives of the study; exploratory research design employing time 

series data was adopted; while the data so collected were analysed with t-test statistical tool; of 

which the findings revealed that: increase in staff salary has positive effect on organizational 

profitability; level of increment in staff has influence on organizational profitability; and staff 

retirement benefits have positive effect on organizational profitability (Oke, 2010; Umaru, 

2017). The focus of the present investigation is on the relationship between HCA and financial 

performance of DMBs in Nigeria. 

 

 



10TH ACCOUNTING AND FINANCE CONFERENCE BOOK OF PROCEEDINGS VOLUME 10 ISSUE 2, 2020 

258 

 

Methodology 

Secondary data pertaining to DMBs in Nigeria are employed in this study. The population 

comprise 21 DMBs in Nigeria (Table 1), out of which a representative sample of 15 DMBs is 

selected (Table 2): 

Table 1: Population of the Study 
S/N Bank 

1. Zenith Bank Plc 
2. Guaranty Trust Bank Plc 
3. Access Bank Plc 
4. United Bank For Africa Plc 
5. First Bank of Nigeria Limited 
6. Fidelity Bank Plc 
7. Eco Bank Nigeria Limited 
8. Polaris Bank Limited 
9. First City Monument Bank Plc 

10. Stanbic IBTC Bank Plc 
 11 Citibank Nigeria Limited 
 12 Diamond Bank Plc 
 13 Heritage Bank Limited 
 14 Keystone Bank Limited 
 15 Sterling Bank Plc 
 16 SunTrust Bank Nigeria Limited 
 17 Standard Chartered Bank Limited 
 18 Union Bank of Nigeria Plc 
 19 Unity Bank Plc 
 20 Wema Bank Plc 
 21 Providus Bank Plc 

Source: Nigerian Stock Exchange FactBook (2018, December, 31). 
 
 

Table 2: Sample Size of the Study 
S/N Bank 

1. Zenith Bank Plc 
2. Guaranty Trust Bank Plc 
3. Access Bank Plc 
4. United Bank For Africa Plc 
5. First Bank of Nigeria Limited 
6. Fidelity Bank Plc 
7. Eco Bank Nigeria Limited 
8. Polaris Bank Limited 
9. First City Monument Bank Plc 
10. Stanbic IBTC Bank Plc 

     11. Diamond Bank Plc 
      2. Sterling Bank Plc 
     13. Union Bank of Nigeria Plc 
     14. Unity Bank Plc 
      15. Wema Bank Plc 

Source: Nigerian Stock Exchange FactBook (2018, December, 31). 
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Focusing on variables identified with HCA and financial performance of DMBs in Nigeria, the 

data are analysed using descriptive statistics (covering mean scores, and standard deviation) 

and explanatory tools (correlation and multiple regression), facilitated by Statistical Package 

for the Social Sciences (SPSS). The following computational functions are outlined, in line 

with the dispositions of Akindehinde, Enyi and Olutokunbo (2015), as well as Okeke (2016): 

ROA  =  f (COC, TDC, HSC)       … (i) 
ROA  = f[µo+b1COC+b2TDC+b3HSC+b4FS+ - - - - mi]   … (ii) 
ROA =  f[µo+b1logCOC+b2logTDC+b3logHSC+ b4logFS+ - - - - mi]  … (iii) 
 
Where: 
 
ROA  =  Return on Asset 
COC  = Compensation Cost 
TDC  =   Training and Development Cost 
HSC  =  Health and Safety Cost 
FS  = Firm Size 
µ  =  Regression constant 
b  =  Regression coefficient 
m  =  Stochastic term 
The model appropriately captures the specified variables, alongside firm size as an operational 

moderating variable. 

 
Data Analysis and Results 

The data obtained from the DMBs are analysed with the specified tools, beginning with the 

descriptive statistics (Table 3):  

Table 3:  Descriptive Statistics on COC 
 N Minimum Maximum Mean Std. 

Deviation 
Skewness 

COC 150 288.00 11012687.00 
1025111.573

3 
1854998.746

05 
2.838 

Valid N (listwise) 150      
   Source: SPSS Output (2019) 
  
Table 3 indicates that COC has mean of 1025111.5733 and standard deviation of 

1854998.74605. The minimum and maximum values are 288.00 and 11012687.00 

respectively, with skewness value of 2.838 showing normality of the variables (within the 

threshold of +/- 1.96) and signifying absence of outliers in the data set. 

  
 
 
 



10TH ACCOUNTING AND FINANCE CONFERENCE BOOK OF PROCEEDINGS VOLUME 10 ISSUE 2, 2020 

260 

 

Table 4: Descriptive Statistics on TDC 
 N Minimum Maximum Mean Std. 

Deviation 
Skewness 

TDC 150 221.00 8057998.00 713317.2133 1280832.179 2.997 
Valid N (listwise) 150      

   Source: SPSS Output (2019) 
 
Table 4 indicates that TDC has mean of 713317.2133 and standard deviation of1280832.179. 

The minimum and maximum values are 221.00 and 8057998.00 respectively, with skewness 

value of 2.997 showing normality of the variables (within the threshold of +/- 1.96) and 

signifying the absence of outliers in the data set.  

 
Table 5: Descriptive Statistics HSC 
 N Minimum Maximum Mean Std. 

Deviation 
Skewness 

HSC 150 211.00 3518297.00 378823.9400 588240.9995 2.621 
Valid N (listwise) 150      

   Source: SPSS Output (2019) 
  
Table 5 indicates that HSC has mean of 378823.940 and standard deviation of 588240.9999.

The minimum and maximum values are 211.00 and 3518297.00 respectively, with skewness 

value of 2.621, showing normality of the variable (within the threshold of +/- 1.96) and 

signifying the absence of outliers in the data set.  

Table 6: Descriptive Statistics on ROA 
 N Minimum Maximum Mean Std. Deviation Skewness 
ROA 150 -.90 24.25 2.0430 2.55424 5.158 
Valid N (listwise) 150      

   Source: SPSS Output (2019) 
Table 6 indicates ROA has mean of 2.0430 and standard deviation of2.55424. The minimum 

and maximum values are -.90 and 24.25 respectively, with skewness value of 5.158, showing 

normality of the variable (within the threshold of +/- 1.96) and signifying the absence of 

outliers in the data set. The correlation (range) benchmarks, drawing from Likert (1967), are 

enumerated in Table 7; while explanatory statistical details on ROA, COC, TDC, and HSC are 

presented in Tables 8: 
 

Table 7: Relationship Range Statistics 
 Range of r values Descriptive level of association of r 
±0.80 – 1.00 Very strong 
±0.60 – 0.79 Strong 
±0.40 – 0.59 Moderate 
±0.20 – 0.39 Weak 
±0.00 – 0.19 Very weak 

Source: SPSS Output (2019)
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Table 8: COC and ROA Correlation Statistics 

 COC ROA 

COC Pearson Correlation 1 .740** 

Sig. (2-tailed)  .000 

N 150 150 

ROA Pearson Correlation .740** 1 

Sig. (2-tailed) .000  

N 150 150 

**. Significant 
Source: SPSS Output (2019) 
.  

Table 8 indicates correlation coefficient of 0.740, with probability value of 0.00 (p< 0.05); 

indicating a strong relationship between COC and ROA.  

 
Table 9: TDC and ROA Correlation Statistics  

 TDC ROA 

TDC Pearson Correlation 1 .481** 

Sig. (2-tailed)  .000 

N 150 150 

ROA Pearson Correlation .481** 1 

Sig. (2-tailed) .000  

N 150 150 

** Significant. 
Source: SPSS Output (2019)  

 
Table 9 indicates correlation coefficient of 0.481, with probability value of 0.00 (p< 0.05); 

indicating a strong relationship between TDC and ROA. 
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Table 10: HSC and ROA Correlation Statistics 

  HSC ROA 

HSC Pearson Correlation 1 .346** 

Sig. (2-tailed)  .000 

N 150 150 

ROA Pearson Correlation .346** 1 

Sig. (2-tailed) .000  

N 150 150 

**Significant. 
Source: SPSS Output (2019)  

Table 10 indicates correlation coefficient of 0.346, with probability value of 0.00 (p< 0.05); 

indicating a strong relationship between HSC and ROA.  

 
Table 11: t-Statistics on COC, TDC, HSC and ROA
Variables Coefficient t-cal t-tab (0.05, 149 Sig. T 
Constant 2.074 8.150  0.000 
COC 1.193 .850 0.037 
   2.043  
TDC 2.043 .726  0.046 
HSC 1.925 .975 0.310 

Dependent Variable: ROA 
Source: SPSS Output, 2019.  
 
Regarding the research hypotheses, Table 11 indicates that: 

i. COC recorded t-value of 0.850 > t-tab (0.05, 149) = 2.043 and probability value of 0.037 

(p< 0.05), which affirm that compensation cost has significant relationship with return 

on asset of DMBs in Nigeria; 

ii. TDC recorded t-value of 0.726 > t-tab (0.05, 149) = 2.043 and probability value of 0.046 

(p< 0.05), which affirm that training and development cost has significant relationship 

with return on asset of DMBs in Nigeria; and  

iii. HSC recorded t-value of 0.975 > t-tab (0.05, 149) = 2.043 and probability value of 0.031 

(p< 0.05), which affirm that health and safety cost has significant relationship with 

return on asset of DMBs in Nigeria. 

Discussion of Findings 

This study ascertains the relationship between HCA and financial performance of DMBs in 

Nigeria. The outcome of data analysis reveals that: there is a significant relationship between 
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compensation cost and return on asset; there is a significant relationship between training and 

development cost and return on asset; and there is a significant relationship between health and 

safety cost and return on asset. This is in line with the submission of experts who investigated 

HCA and performance of business organizations in Nigeria, and concluded that capitalizing 

human assets would positively impact on performance of organizations; that HCA has a 

significant relationship with financial performance measures of returns on capital employed 

and earnings per share. The influence of expensed human resources cost on corporate 

productivity had also been examined the results affirming that expensed HR costs 

(remuneration, protection and dismissal/compensation) significantly influence corporate 

productivity (Bassey & Tarpang, 2012). The present investigation has revealed that 

compensation cost, training and development cost and health and safety costs as dimensions of 

HCA have significant relationship with ROA of DMBs in Nigeria. This implies that when 

investment in human capital is high, employees are motivated to achieve more efficiently and 

boost organizational overall performance (Flamholtz, Bullen & Hua, 2002; Kajola & Adedeji, 

2011; Edom, Inah & Adanma, 2015).

  
Conclusion and Recommendations  

This study investigated the relationship between HCA and financial performance of DMBs in 

Nigeria. The identification and recognition of human value in organizational productivity 

drives the concept of HCA. Essentially, HCA involves measuring costs incurred by 

organizations to recruit, select, hire, train and develop human assets. Information generated by 

the analysis of investment in HR has many applications for managerial efficiency (Oke, 2010; 

Akintoye, 2012; Pepple, 2020). Investments in human capital relate to expense heads, which 

include:  

 
i. salaries and wages,  

ii. contribution to pension funds,  

iii. employees’ welfare funds,  

iv. expenditure on advertisement for recruitment,  

v. payment for redundancy,  

vi. cost of selecting and hiring,  

vii. training cost, subsistence allowance,  

viii. educational and tour expenses,  

ix. medical allowance, and  
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x. ex-gratis payments.  

HCA ensures that investments in HR is treated as asset, capitalized and written-off within the 

expected period that the staff will serve the organization. It also influences existing and 

potential investors to appreciate change, and value human assets in order to project assets and 

income properly. Anchoring on the significance of the human capital theory, which regards 

people as assets and stresses that investment by organization in people generates worthwhile 

returns, HCA fosters effective and efficient use of HR. Supported by adequate financial and 

material resources, HR contribute critically to the production of goods and services in an 

organization. Physical and monetary resources by themselves cannot improve efficiency or 

contribute to increase in return on investment. It is through the concerted effort of people that 

monetary and material resources are harnessed to achieve organizations goals (Newman, 1999; 

Kajola & Adedeji, 2011; Okeke, 2016). The focus, in this study, is on the relationship between 

HCA and financial performance of DMBs in Nigeria. The findings reveal that the adopted 

dimensions of HCA have significant relationship with the proxy of financial performance. In 

line with the findings, the study establishes that:

i. compensation cost has significant relationship with return on asset, 

ii. training and development cost has significant relationship with return on asset, and  

iii. health and safety cost has significant relationship with return on asset. 

With the above specifics, the study concludes that HCA has significant relationship with 

financial performance of DMBs in Nigeria. It, therefore, recommends:  

 

i. Capitalization of human assets in recognition of the potency of compensation cost relative 

to HR contribution to improved financial performance of the DMBs; and 

ii. Implementation HR training and development schemes in recognition of relevance to the 

ever-increasing technological sophistication of the times. 

Also advocated is the creation and sustenance of work atmosphere (congenial climate) that 

makes for good health and high morale for HR to function competitively and boost financial 

performance of deposit money banks in the Nigerian economy. 
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