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between health and safety cost and organizational performance. It was concluded that although 

health and safety cost alone has no significant impact on firm performance, generally, human

resource accounting has a positive significant effect on firms’ performance. They therefore

recommend that organization should invest more in the training and development of staffs and that 

there should be a uniformed standard for identification and measurements of human capital assets. 

 
In their study Inua and Oziegbe (2018), investigated the effect of human resource accounting 

attributes on the performance of quoted banks in Nigeria. The study examined the annual reports 

of 18 quoted commercial banks from 2009-2017 financial years and the research design adopted 

was the ex-post facto research design. Using regression analysis, the effect of certain human 

resource accounting attributes such as staff cost, director remuneration, number of staff and firm 

size was examined. The results confirm that there is a significant relationship between staff cost, 

staff strength, and firm size and financial performance. Director remuneration had no significant 

relationship on financial performance. They therefore recommended that a better system of 

communicating employee benefits to the employees of the organization should be adopted. 

Furthermore, unfair performance appraisal should be discouraged since it diminishes employees’ 

motivation. 

 
Boudreau (2017), conducted a study on the relationship between human capital on bank 

performance in Korea. The data covered the period of 10 years ranging from 2005 to 2014. The 

population of the study is made up of 33 banks in Korea while the sample is made up of 5 selected 

banks in Korea. The study was carried out using secondary data. The variables includes 

employees’ salaries, director remuneration and profit after tax. The study was conducted using 

secondary data and analyzed the data using simple regression analysis. According to him, the result 

of the study shows that human capital significantly affect organizational performance.  The study 

recommends for effective account of human capital for increase in performance. 

 
Welbourne (2016), examine the effect of human resource accounting on the performance of banks 

in Nigeria. The population of the study is made up of 20 banks while the sample size is made up 

of 10 banks. The study was carried out using secondary data and was analyzed using regression 

analysis. The variables used in the study are staff cost, ROA, ROE and NPM. The result revealed 
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that human resource accounting significantly affect bank performance. The study recommends that 

banks should appraise the performance of their employee time to time for the purpose of enhancing 

the entire performance of the bank. 

 

Methodology 

This section describes the methodology adopted in examining the effect of employee cost on the 

financial performance of commercial banks in Nigeria. The research design adopted   is ex-post 

facto research design. This design was used because the researcher has no control over the 

exogenous variable and whatever happens occurred before the research. Furthermore, ex-post facto 

design is used when researchers are trying to ascertain the causal effect of the relationships that 

exist between two variables.  The study evaluates the effect of employee cost on the financial 

performance of listed commercial banks in Nigeria from 2014 to 2018. Judgemental sampling was 

employed in selecting ten (10) banks and secondary data from their annual reports and accounts 

was used for the period of the study.  The variable of employee cost used in this study is an 

aggregate figure of selection cost, recruitment cost, training cost and pension contributions. The 

study  data was analysed using descriptive and regression analysis.    

 
Model specification 

Afiouni (2017) model was adopted by this study 

PAT = βo + β1ECit + eit …………………..eq1 

Where  

PAT = profit after tax 

EC = Employee cost  

The model was modified to suit the present objectives 
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Results and Discussion 

Table 1: Descriptive statistics of the variables 

      LOGEC     LOG PAT    

 Mean           6.9919 7.1848    

 Maximum  8.99 8.22    

 Minimum           5.34 5.03    

 Std. Dev.        0.95536  0.83968    

 Skewness -413 -930    

 Kurtosis         -.771 -246    

 Jarque-Bera  2.696402  7.451484    

 Probability  0.025970  0.024095    

 Observations 50 50    

Source: Author’s Computation Using E-views 9.0  

 
The results shown above regarding the selected variables depicts a general average level of spread

over the selected years. PAT has a maximum level of 8.2225 and a minimum of 5.031 and a mean 

of 7.2 at a standard deviation of 0.8398. Employee cost produced the minimum of 5.338789 and 

maximum of 8.992111 with the mean value of 6.9919 respectively. The Jarque-Bera (JB) test 

measures the difference of the skewness and kurtosis of the series with those from the normal 

distribution. The null hypothesis for the JB statistics is that the series is normally distributed. The 

result in table 1 the JB values of 2.696402 and 7.451484 with their respective p-values of 0.025970 

and 0.024095 respectively for EC and PAT. This is significant at 5% level of significance showing 

that the data is normally distributed.  

 
Table 2: Regression results  

 LOGEC     

Coefficient          0.572     

Std. Error         0.096     

t- Statistics         4.686     

Probability         0.000     

R-squared         0.424     

Adj R-squared         0.412     

F-Statistic         35.316     

Prob(f-stat)         0.000     

Source: Author’s Computation Using E-views 9.0  
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The result in table 2 shows the effect of employee cost on the financial performance (PAT) of 

commercial banks in Nigeria. The coefficient of determination R-square of 0.424 implies that 

42.4% of the sample variation in the dependent variable profit after tax (PAT) is explained or 

caused by the explanatory variable (employee cost) while  the remaining variation is explained by 

factors not captured in the study model. Consequently, the value of the adjusted R2 is 0.412. This 

shows that the regression line which captures 41.2% of the total variation in PAT is caused by 

variation in the explanatory variable specified in the model with 59.8% accounted for the stochastic 

error term.  Table 2 shows that a percentage increase in employee cost would increase profit after 

tax by 57%.  The F-statistic was also used to test the overall significant of the model. The F-value 

of 35.316 with p-value of 0.0000 is an indication that the model is statistically significant and can 

be used for inferences.  

 
Test of Hypothesis  

H0: Employee cost has no significant effect on profit after tax of Commercial Banks in Nigeria.  

To test the hypothesis:  

From the result the t-statistic of 4.686 has probability of 0.0000 at 5% level of significance. Since 

the probability of the T- statistics is less than 0.05, we reject the null hypothesis (H0) and therefore 

conclude that staff cost has a significant effect on profit after tax of Commercial Banks in Nigeria. 

 
Discussion 

The study investigated the effect of employee cost on performance of commercial banks in Nigeria. 

Findings revealed that employee cost has a positive and significant effect on profit after tax of 

Commercial Banks in Nigeria. This result is consistent with the findings of Abubukar (2007), 

which revealed that human resource accounting has significant effect on corporate profitability. It 

also agrees with the findings of Yetunde and Idowu (2020) where both gross staff cost and training 

and development cost have a positive significant impact on the performance of oil and gas 

companies in Nigeria.  It is however contrary to the findings of Boxall and Purcell (2015), where 

it was revealed that human resource accounting has no significant effect on firms’ profitability. 

With this empirical evidence, it is noted that cost expended on employees has a significant effect 

on the performance of commercial banks in Nigeria. Commercial banks are enjoined not to relent 
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in investing in their employees as this would positive returns in terms of value added either for the 

short run or otherwise. 

 
Conclusion and Recommendation 

This study examined the effect of employee cost on financial performance of commercial banks 

in Nigeria with a sample size of ten (10) banks judgementally drawn from 15 listed banks. The 

data were extracted from annual financial accounts of the banks on staff cost made up of induction 

cost, recruitment cost, training and development cost and pension contributions to ascertain its 

effect on commercial banks financial performance proxied by profit after tax. The findings reveal 

that employee cost had a positive and significant effect on financial performance of listed 

commercial banks in Nigeria. They study therefore conclude that employee cost has significant 

effect on financial performance of commercial banks in Nigeria. The study recommends amongst 

other things the need for commercial banks to recognize that cost expended on employees are 

investments that will yield future returns if not in the short run then over the long run both for the 

employee and for the wellbeing of the bank.  
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BANKS YEAR PAT EMPLOYEE COST 

GTB 2018 166,919,765 23,681,401 

GTB 2017 158,727,705 22,354,351 

GTB 2016 126,836,792 20,704,772 

GTB 2015 94,308,123 20,727,835 

GTB 2014 89,170,777 21,036,543 

ZENITH 2018 165,480,000 56,657,000 

ZENITH 2017 153,003,000 55,672,000 

ZENITH 2016 119,285,000 62,235,000 

ZENITH 2015 98,784,000 62,428,000 

ZENITH 2014 92,479,000 67,848,000 

STAMBIC 2018 151,499,000 1,662,000 

STAMBIC 2017 25,165,000 590,000 

STAMBIC 2016 609,000 500,000 

STAMBIC 2015 9,871,000 429,000 

STAMBIC 2014 13,136,000 455,000 

UBA 2018 41,047,000 41,537,000 

UBA 2017 42,438,000 42,343,000 

UBA 2016 47,541,000 43,501,000 

UBA 2015 47,642,000 42,033,000 

UBA 2014 40,083,000 42,082,000 

FIRST 2018 9,342,000 904,000,000 

FIRST 2017 9,275,000 982,000,000 

FIRST 2016 50,072,000 63,391,000 

FIRST 2015 37,000,000 63,672,000 

FIRST 2014 79,361,000 63,011,000 

ACCESS 2018 73,596,295 40,425,816 

ACCESS 2017 51,335,460 41,773,512 

ACCESS 2016 64,026,135 42,153,587 

ACCESS 2015 58,924,754 35,699,471 

ACCESS 2014 19,950,154 12,781,215 

FCMB 2018 3,552,392 336,181 

FCMB 2017 1,524,886 265,056 

FCMB 2016 3,730,260 218,167 

FCMB 2015 2,523,055 238,360 

FCMB 2014 5,396,908 306,667 

UNION 2018 18,438,000 32,324,000 

UNION 2017 11,239,000 27,545,000 

UNION 2016 15,885,000 29,628,000 

UNION 2015 18,035,000 28,755,000 
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UNION 2014 20,486,000 28,754,000 

ECO 2018 328,649 512,455 

ECO 2017 228,534 510,040 

ECO 2016 204,958 535,061 

ECO 2015 107,464 591,543 

ECO 2014 394,770 649,094 

STERLING 2018 9,468,000 13,194,000 

STERLING 2017 7,954,000 11,545,000 

STERLING 2016 5,182,000 11,552,000 

STERLING 2015 10,293,000 12,101,000 
STERLING 2014 9,005,000 12,031,000 
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Abstract  
Studies on impact of firm attributes on tax aggressiveness have examined the relationship based 
on the conditional mean of tax aggressiveness. However, it is imperative to look at the interaction 
from conditional quantiles of tax aggressiveness, because it portrays extent of influence of firm 
attributes on entire distribution of tax aggressiveness. Thus, this study compares the influence of 
firm attributes on tax aggressiveness using estimated values from Ordinary Least Squares and 
quantile regressions. The study samples 29 largest firms in the NSE between 2007 and 2018. Data 
for the study was sourced from the annual reports of sampled companies and the daily official list 
of the Nigerian Stock Exchange (NSE). Consistent with the mixed results reported in prior studies, 
the study finds limited relation between various component of firm attributes and tax 
aggressiveness at the conditional mean of its distribution. However, using quantile regression, 
there is a negative relation between total debt ratio and tax aggressiveness for low levels of tax 
aggressiveness, but no relation for high levels of tax aggressiveness. These results indicate that 
total debt ratio has stronger influence on extreme low level of tax aggressiveness. The study thus 
recommends that directors should pay attention to specific impact of each of the firm attributes on 
tax aggressiveness with a view to match them with appropriate level of tax aggressiveness that 
generates optimum tax savings. 
 

Introduction  

A major decision that firms face around the world is how to reduce tax liability because of the 

need to enhance shareholders’ wealth and maximise after tax profit. Therefore, firms are 

incentivised to plan their tax activities with respect to the approach and extent of indulgence in 

corporate taxation. The choices are between legal tax conduct (tax avoidance, tax aggressiveness 

and tax sheltering) and illegal misbehaviour (tax evasion). In making tax related decisions, firms 

weigh the costs and benefits of each of tax avoidance, tax aggressiveness and tax sheltering in the 

realisation of their short, medium and long-term objectives.  

 
All things being equal, companies would act reasonably through adoption of tax strategy that is 

capable of yielding higher after tax profit, maximising their value as well as minimising 

reputational and other costs of tax planning. One of such strategies is the adoption of tax

aggressiveness because it has the capability to generate higher after tax cash flow than tax 
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avoidance and minimise reputational cost than tax sheltering. This indicates that a careful design 

and implementation of tax aggressiveness is crucial for both the directors, the shareholders and the 

government. Firms, governments, intergovernmental organisations and researchers are, therefore, 

interested in understanding what constitutes tax aggressiveness and its determinants because of its 

ability to make or mar corporate existence.  

 
Listed firms in Nigeria like their counterparts in other jurisdictions are expected to manage their 

tax burden to minimise payments using the loopholes in tax law in a legal but morally reprehensible 

manner. Although Craig (2018) underplays relevance of tax planning in corporate settings, 

however, the low ranking of Nigeria in global competitiveness ranking according to Schwab 

(2018) resulting from distortive effect of taxes on the companies’ resources shows that firms must 

be as aggressive in tax planning as possible.  

 
Stickney and Mcgee (1982) and Zimmerman (1983) are some of the earlier studies carried out to 

determine the relevance of firm attributes in tax aggressiveness in corporate settings. However, 

they and other studies fail to establish uniqueness in the direction and significance of the 

relationship because of prevailing circumstances surrounding each of them. For instance, while 

Stickney and Mcgee (1982) find firm attributes relate positively with tax aggressiveness in 

consonance with political power theory, Zimmerman (1983), on the other hand, documents a 

negative association between firm attributes and tax aggressiveness.  

 
Consequently, several other studies like Lanis and Richardson (2015) and Salaudeen and Ejeh 

(2018) evolved to unravel the precise nature of relationship between firm attributes and tax 

aggressiveness, but their findings show that the extent and magnitude of firm attributes influence 

on tax aggressiveness depends on variable measurement, the legal and regulatory framework and 

other unobservable factors. Prominent firm attributes include firm structure (labour intensity, size, 

geographic complexity, asset structure), performance attributes (profitability, sales growth, market 

to book value), capital structure (long-term debt ratio, total debt ratio, market debt ratio) and 

corporate governance attributes (board attributes, audit committee, ownership structure).  
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Nigeria’s desire to attain sustainable development goals in 2030 is premised on certain principles 

with reform of tax system as one of them. Intriguingly, firms in Nigeria are being taxed on many 

fronts with a total of 59 different varieties (PWC, 2016). However, improvement of Nigeria in 

global competitiveness index and attainment of sustainable development goals are accomplishable 

through reform of non-oil tax as well as robust collaboration with the private sector through 

provision of incentives and tax holidays (OSSAP-SDG, 2017). Thus, the improvement in earnings 

through legitimate means such as aggressive tax planning is not only beneficial to the firms but to 

the entire economy because of identified roles that private sector can play to leapfrog Nigerian 

economy to an enviable height. Therefore, the worrisome state of Nigerian economy and under 

utilisation of tax potentials by Nigerian firms motivates this study.  

 
Another motivation for this study is that all prior studies on tax aggressiveness in Nigeria examine 

how firm attributes impact on the conditional mean of tax aggressiveness distribution (Agundu & 

Siyanbola, 2017; Mohammed, 2017; Ogbeide, 2017). Nonetheless, the relationship between firm 

attributes and the (conditional) average level of tax aggressiveness may not precisely describe the 

association in other parts of the tax aggressiveness distribution. Instead of relying solely on the 

pooled regression estimates, this study also uses a series of quantile regressions developed by 

Koenker and Bassett (as cited in Brooks, 2014) to estimate the relation across the entire tax 

aggressiveness distribution. Consequently, this study examines the potential impact of firm 

attributes and interlocking directorship, on tax aggressiveness in some selected listed companies 

in Nigeria. 

 
Literature Review 

The common corporate structure of an entity includes its size in terms of revenue, number of 

employees, asset base and market capitalisation. Others include operational complexity in terms 

of the number of the business segment and the extent of involvement in foreign operations. Asset 

structure is another corporate attribute that encompasses tangibility, inventory intensity and cash 

holdings. Employee dimension of firm structure based attributes look at the contribution of staff 

to the attainment of corporate goals. Despite its multi dimensionality, scholars have defined firm 

attributes and some of them are reviewed below. 
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The use of firm size in tax aggressiveness studies is premised on its ability to cause variation in 

tax aggressiveness. Apart from that, whenever firms incur loss in an accounting period, the basis 

of determination of minimum tax payable includes revenue and assets (Sobande, Owoyale & 

Egbedima, 2014). Undoubtedly, empirical and anecdotal evidence that larger firms have more 

resources to influence firm’s tax policy, hire and retain the service of tax-planning professionals 

and organise their operations in optimal tax-saving ways in conformity with political power theory 

is responsible for its prominence in tax aggressiveness studies (Stickney & Mcgee, 1982; 

Zimmerman, 1983). Tangibility or capital intensity is the extent of deployment of depreciable PPE 

to the operation of an entity. The disparity in treatment of depreciation and capital allowance makes 

it possible for managers to plan their tax activities around the timing of acquisition, retention and 

disposal of PPE. Thus, tangibility or capital intensity is one of the principal determinants of tax 

aggressiveness (Armstrong et al., 2012; Su et al., 2019). Labour intensity is another firm attribute 

that focusses on employees’ contribution to organisational development. It is measured as the 

logarithm of number of employees, total assets-to-employees’ ratio, ratio of personnel expenses to 

total assets and ratio of personnel costs to turnover (Lazăr, 2014). Human resources are the most 

distinctive and appreciable asset that any company can boast of because they manipulate all other 

resources that the firm possesses. Though there is paucity of research on the influence of labour 

intensity on tax aggressiveness, the fact that they are also part of the firm makes it feasible to 

believe they can cause variation in tax aggressiveness. Moreover, the claim by WEF in global 

competitiveness report 2018 that Nigerian companies groan because of high labour tax rate makes 

it imperative to test whether the variable is value laden in corporate tax decision. 

 
Firm performance is a dynamic concept that contains various shades of meaning as long as it relates 

to the success of the company, the functioning of its units/departments and the effects of its 

operations. It is a subjective indicator of how effectively an organisation makes use of assets from 

its primary business mode to generate revenue and profit. Because of its multidimensionality from 

accounting and management perspective, its definition continues to attract scholars’ attention. 

Thus, Santos and Brito (2012) caution that identification of stakeholders and their set of 

performance expectation deserves consideration in defining the concept. Whenever output exceeds 

the input, such an enterprise is adjudged successful and may be more attractive to investors in the 
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capital market than non-performing ones. Therefore, using the total performance measure, 

Belghitar et al. (2019), it is better to integrate accounting and market based measure of 

performance because it is more informative. Government generates revenue from many sources 

including corporate taxation to finance its expenditures. Expectedly, the firms are supposed to have 

impressive performance in terms of profitability, growth and satisfactory market returns to be able 

to pay tax as responsible corporate citizens. 

 
Financing businesses requires huge sum of money that may be beyond the reach of the 

shareholders. Consequently, firms source additional funding through borrowing from designated 

lenders who require payment of interest on the principal. This use of such borrowed fund in 

financing an entity’s operating, financing and investment activities is referred to as capital 

structure. Thus, the approach to raising additional sources of finance requires dexterity on the part 

of management and capable of impacting adversely or favourably on corporate existence. It is 

according to Paramasivan and Subramanian (n.d.), the extent of relationship between various 

sources of long-term finance that requires painstaking effort to arrive at in corporate setting. 

Astuteness in its management goes a long way to ensure that the company meets it short-term and 

long-term obligations to shareholders (value maximisation), customers (availability of goods and 

services), government (prompt payment of tax) and lenders (interest payment as at when due). 

Despite MM’s proposition that firms should contract debt as much as they can because value of 

levered firm is higher than that of unlevered firm, Ross, Westerfield, Jaffe and Jordan (2016) 

advise that firms should contract debt modestly. 

 
The NSE 30 companies in Nigeria are undoubtedly the largest in terms of liquidity and market 

capitalisation. They are expected to be larger in size, engage more employees, invest more

property, plant & equipment, more profitable and able to contract third party sources of finance 

than smaller firms not in the index. Ability to achieve the stated objectives is dependent on their 

dexterity in exploiting all available opportunities in the environment – tax aggressiveness 

inclusive. Thus, it is expedient to examine the impact of firm attributes on tax aggressiveness of 

largest companies in Nigeria. 
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Empirical Review 

Ilaboya et al. (2016) examine the impact of firm structural attributes of tangibility and firm size 

on listed firms tax aggressiveness and find a significant negative relationship between tangibility 

and tax aggressiveness and, on the contrary, a significant positive relationship between firm size 

and tax aggressiveness. The study uses a balanced panel data with 609 firm-year observations 

using data that spans from 2008 to 2014 and conducts necessary pre and post-estimation tests. 

Though the study focuses on firm characteristics, it fails to disentangle them into vital components 

perhaps better insight will be gained into the association between firm attribute subcomponents 

and tax aggressiveness as opposed to individual attribute.  

 
Oyeleke et al. (2016) contribute to the debate on determinants of aggressive tax behaviour by 

looking at the relationship between gender composition of the board of directors, tangibility and 

firm size, on one hand, and tax aggressiveness, on the other, in Nigeria with specific emphasis on 

Deposit Money Banks using 33 firm-years observation during the financial year 2012-2014. The 

results provide evidence that while firm size fails to influence tax aggressiveness in the 

parsimonious and extended models, tangibility relates significantly and positively with tax 

aggressiveness only after the introduction of interaction variable, that is the board size. The study 

uses a relatively small sample size and fewer years, which may impair its generalisation ability. 

Relatively, the study uses fixed effects in interpretation, but fails to display documentary evidence 

for taking that decision. 

 
Looking at the magnitude and direction of the association between CSR, tangibility and firm size, 

on one hand, and tax aggressiveness, on the other, Agundu and Siyanbola (2017) sample thirteen 

(13) out of thirty (30) firms in NSE 30 Index with data that range from 2006 to 2015. The results 

presented using REM indicate that while tangibility associates negatively with ETR, firm size does 

not. This finding justifies that for sampled firms to optimise their tax planning practice, they need 

to invest more in intangible assets.  

 
Salawu and Adedeji (2017) investigate the influence of firm size and tangibility on corporate tax 

planning in a sample of non-financial listed companies in Nigeria during 2004-2014. The study 

uses a dynamic balanced panel data to estimate the models using GMM technique on 550 
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observations. The result shows that firm size has a significant positive relationship with ETR; 

hence it is apt to assert that the bigger the sampled firms the lower their ability to embrace 

aggressive tax behaviour. 

 
Chi and Sanchez (2017) examine the relationship between firm attributes, CEO attributes and tax 

aggressiveness with a sample of US firms comprising 6,211 firm-year observations between 2006 

and 2013. The study uses shelter score to reflect tax aggressiveness and a combination of growth 

potential, cash flow from operation, return on assets and stock annual returns to indicate 

performance attributes. The results suggest that a relatively high shelter score significantly 

associates with lower return on assets, lower stock annual returns and higher negative operating 

cash flows in all the four models, while growth potential is positively associated with shelter score 

in only one of the models. The implication of the findings is that firms with higher operating cash 

flows are more likely to engage in aggressive tax planning than those with lower return on assets, 

lower stock returns and limited growth potential. 

 
Mohammed (2017) investigates the relationship between internal CG mechanisms, firm size, 

capital intensity and tax aggressiveness using a sample of 126 firm-year observations of listed 

Deposit Money Banks in Nigeria between 2006 and 2014. The extracted data were analysed using 

OLS and GMM because of its dynamic nature. The results show that while firm size exhibits lack 

of significant influence on tax aggressiveness, tangibility display a positive significant influence 

both in the base model and after the interaction of ownership concentration with board 

independence and board size.  

 
Ogbeide and Iyafekhe (2018) investigate the extent of aggressive tax reporting practice in 85 non-

financial firms listed on the NSE as at 31 December 2016. The study uses a cross-sectional research 

design and categorises the firms using the computed ETR to determine the level of corporate tax 

aggressiveness. The findings with respect to individual firms from descriptive analysis reveal that 

majority of sampled firms are highly aggressive in tax planning, while, on the sectoral aspect, 

agricultural sector (ETR = 7.79%), natural resources sector (ETR = 11.93%) and industrial goods 

(ETR = 13.58%) are the most aggressive. This may not be unconnected with relieves applicable to 

the industry (agriculture) such as indefinite application of carry forward loss relief, extension of 


