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Abstract

This study examined the relationship between the Human Resource Accounting (HRA)
and financial performance of listed Information Communication Technology (ICT)
companies in Nigeria using all nine (9) ICT companies listed on the Nigerian Exchange
Group as at December 2022 as both population and sample. A descriptive research design
was adopted for the study and collection of data was done using secondary sources. The
study is supported with three theories: Human capital theory, Resource—based theory, and
dynamic capabilities with human capital theory as the anchor. To achieve the objectives of
the study, financial reports of ICT companies listed on the Nigerian Exchange Group as of
2022 were collected for the period of ten years (2013-2022). Purposive sampling technique

was used to determine the sample size. Quantitative data collected were ana using
descriptive and inferential statistics. The findings revealed number ployees
significantly varies on human capital efficiency (R = .879, R? = .772, .603, F =

298.714, B = .077, t = 17.283, p (0.00) < 0.05), there is significant yvariation in
organizational profitability due to gross staff costs (R =.591, R? =349, DW = 1.408, F =
47.195, B = .499, t = 6.870, p (0.00) < 0.05), HRA-related costs in uence return on
asset (R =.040, R2=.002, DW =2.062, F = .139, B=6.73E-0 3,p (0.710) > 0.05),
and HRA-related costs do not influence return on equity (R /149, R? =.022, DW = .249,
F=2.007, B=5.95E-09, t=1.417, p (0.160) > 0.05). The @ recommends that firms in
ICT sector in Nigeria should invest more in human reso % to enhance their productivity
and competitiveness.

Keywords: HRA (Human Resources Accou & ICT (Information Communication
Technology) %
Word Count: 286 @
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Chapter One
Introduction

1.1 Background to the Study

Financial performance involves measuring a firm’s activities and policies in monetary
terms. The measurement should provide relevant information which is important for
effective decision-making in an organisation. Considering the costs inQ%. and
corresponding benefits accruing from all physical assets and human @/@es in the
financial reports will, therefore, go a long way in assisting @emen‘[ and other
interested parties in evaluating the success and future of the bu . Most firms measure
and disclose in their financial reports, costs incurr e organisation with the
corresponding benefits on physical assets only, )@3 human resources-related costs-
acquisition costs, training, and development ¢ d welfare costs are poorly accounted
for thereby, concealing the value or cont %\91 of the human resources to the organisation.
Eyes are always on the costs incé_ﬁ;\%" human resources like salaries, training and
development, and welfare po@ eep them as low as possible. Reduction in costs and

increase in profit ma)@ieved in the short run but, the impact in the long run on the

motivation of the \@gyees has been ignored.

Globally, ‘@ the conventional accounting practice, financial reports of organisations
shm@xpenditures on human capital as charges against the revenue of the period. In
financial reports of some organisations, only disclosure of wages and salaries serves as
direct evidence of people in the organization. Human resources are necessary substance of

an organisation’.



Every organisation has people working in it. Organisations function well if their human
resource is efficient but, people as resources of an organisation are not well accounted for

thereby, concealing the value or contribution to the organisation.

An asset is a resource managed by the institution because of previous activities and from

which subsequent economic benefits are anticipated to come to the entity?. So, if an asset

can generate benefits beyond the current financial year, then, expenses con%d to

training and developing employees ought to be acknowledged as an asset i@%ooks of

records. However, if Human resources are disclaimed as an asset in t@gﬁdal statement

of an organisation, it means the financial statement is not givin @xe reflection of the
>

situation of the organisation and could be misleading to use@ ecision-making tool®.

Traditionally, any expense incurred on human capi@gt@ken as an expense against the
revenue of the period thereby reducing the proéo the period and, sub-optimising the
financial report but the growing trends &@e accounting for the cost incurred on the
human resource as it yields benefits, 1{%@% able in financial terms. This concept is human

resource accounting, it is not @oncept in accounting but, contentious®.
L ]

Human resources accq@has been defined as a process of identifying, measuring, and

communicatini€ ir@ftion about human resources to relevant users®. It emphasises using

human res%

also il@ s calculating the financial contribution that each employee makes to the

s assets that generate income rather than as costs that reduce profits. It

company®. Very few developed and emerging countries like Canada, the United States,
Mexico, and India have implemented human resources accounting. Still, there is a need for
global recognition and standardisation of the concept®. The recognition of human resources
accounting is difficult since there is no accounting standard to guide the consideration of

various dimensions of human resources in financial statements’.



Human resources accounting refers to the ways the human resources potentials are
represented in monetary values in the financial reports®. Around the 1980s, due to the
allegations of behavioural scientists on traditional accounting systems for failure to value
the human resources of companies along with other material resources, there was a renewal
of interest in human resources accounting and developed countries realised the necessity of
human resources for survival, growth and profit of companies were shifting from
manufacturing economies to service economies’. Acknowledging the impoﬂ@iman
resources, accountants, economists, and human resources managers all\over the world
became conscious of human resources valuation. This led to@ evelopment and
implementation of human resources accounting in their annyal reports®. Some industries in
developed and developing countries like India grad@ embraced human resources
accounting and few organisations disclose rel e@rmation in their annual reports.
Examples of such companies are Bharat He ectricals Ltd (BHEL), National Indian
Information Technology (NIIT), and In%yxnd Reliance Industries. The nature of human
.
resources accounting disclosed 1\% are profiles of human assets, the compensation

pattern, training and develo , human asset productivity, human asset value and the

total wealth of the org&@%rﬁ

[ ]
It has been 0§se®tat human resources accounting is a developing research area in

0

Nigeria! rbéely, there has been a surge in academic study worldwide focusing on
ﬁn% erformance. Additionally, there has been a notable rise in studies related to
human resource accounting across many sectors. Research has also been conducted to
examine the effects of human resource accounting on the performance of firms in several
sectors in and outside Nigeria, including insurance, manufacturing (both listed and non-
listed), banking, and oil & gas. However, additional research has been suggested into the

relationship between human resource accounting and financial performance to enhance the



understanding of the benefits that organizations might derive from employing the human
resources accounting approach. Also, further investigation has also been suggested to
establish measurement practices regarding the human resource accounting, since lack of
precision about the criteria regarding the measurement of human resource accounting has

led researchers to use different alternatives, ultimately leading to varied results’. These are
the gaps this study is trying to fill. \

Currently, information communication technologies are exerting a signiﬁcan@ct on all
aspects of human existence. They have significant functions in Vari&&qfains such as
workplaces, business, education, and entertainment. They act as @ts for transforming
working circumstances, managing information, enhancing@ﬁ methods, conducting

scientific research, and facilitating access to information@

The information communication technology S%& been chosen for this study due to
the cut-throat competition in such a high—?@logy industry. This mandates the need for
an extended paradigm to guide ﬁ\&&n aining distinctive advantages. Also, very few
studies have been done on Pl&@bsource accounting in Nigeria in that context. The aim
of this study, therefo%i@\o investigate the human resource accounting and financial
performance of. g&lnformation Communication Technology Companies in Nigeria.
Financial rf&g}we as the dependent variable is measured with the following variables:
Human efficiency, organisational profitability, return on assets and return on equity
thuman resource accounting which is the independent variable will be measured
with number of employees, gross staff cost and HRA-related costs (training, development,

and welfare costs).

1.2 Statement of the Problem



Business enterprises must make a decision regarding whether to classify human resource
costs as capital or as expenses that are deducted from the revenue for a specified time
period. The challenge stems from the requirement to improve the presentation of human

resources in the organization's financial statement.

Amidst the current global challenges faced by business organizations, are issues like
ineffective communication of employee value and unfair performance appraisal ptactices
that diminish employee motivation, extensive research has been conducted l@ Nigeria

and internationally to explore the topic of human resource accounting@nﬂuence on

organizational performance in various contexts. %0

A research was conducted in Nigeria to analyze the fina @rformance and accounting
of human resources in different firms. A studQeQnining insurance companies
investigated the influence of the human reso é’baccounting disclosure index on the
financial performance of these organizati(%@le index encompasses various factors, such
as training expenses, employee he’@ , and salary increases. The study specifically
focused on the impact of tl.lei@&)rs on the return on assets and return on equity of the
insurance firms. The re Xgest that revealing the expenses associated with employees,
known as huma.n@m:e accounting, has a noteworthy influence on both the return on
assets and he&t} on equity. Nevertheless, the quantity of individuals and the rise in

staff ha adverse impact on return on assets. However, this is relevant to the specific

situ%bﬂ of insurance companies that are quoted'?.

An independent research conducted in Nigeria investigated the influence of human
resource accounting on the financial performance of specific food and beverage companies
in the country. The study's findings validated that investing resources in staff training,

development expenses, and employee welfare outlays had a significant favorable effect on



business performance. However, the expenditures allocated to ensure employee safety did
not yield a substantial impact on the overall success of the company. Throughout the study,
the selected food and beverage companies had a substantial decline in their return on assets
due to their expenditures on recruitment. However, this pertains specifically to a specific

range of food and beverages in Nigeria®.

S\

An investigation was carried out in Nigeria to assess the influence of Husources
Accounting Disclosures on the Financial Performance of Manufach ompanies in
Nigeria. The analysis employed secondary data obtained from th hed annual reports
of five purposively chosen manufacturing companies span@%m 2015 to 2019. The
analysis utilized multiple regression. The findings re\@d that both the expenditures
related to training and developing personnel, aé&él as the expenses of compensating
personnel, significantly affect the ﬁnanc@rmance of manufacturing companies in
Nigeria. The study also discovered & chieving financial success depends on certain

individual performances that é‘rﬂibute to the disclosure of Human Resources
Accounting'3. QQ\A

Furthermore, a st\i&as carried out in Nigeria specifically targeting the oil and gas sector

[ ]
to evaluati t@luence of human resource accounting on performance. The study

examine%

oveéMjerformance. The analysis revealed a substantial correlation, consistent with prior

influence of training and development on the organization's profitability and

research. A study was done to evaluate the impact of health and safety expenditures on
performance. Nevertheless, the findings indicated that there was no significant correlation
between these expenses and performance. A recent independent study has found that
creating a positive and secure work environment might enhance labor productivity.

Nevertheless, this emphasizes a disparity that necessitates additional scrutiny?.



Research has been carried out on both manufacturing and non-manufacturing companies
that are listed on the Nigerian Exchange Group. Nevertheless, it seems that the information

communication technology business has been neglected.

A research study was conducted in Saudi Arabia to investigate the impact of human
resource accounting on the overall performance of small and medium-sized firms (SMEs)
in the country. The study aimed to examine human capital efficiency, orgag%ional
profitability, return on assets, and return on equity as measurement for @Q&zational
performance. A considerable number of small and medium-sized ;% iSes in Saudi
Arabia have realized the importance of human resource accounts d have recognized
the necessity of investing in their workforce. Neverth they did not witness a
substantial increase in return on assets as a result@human resource accounting.
Nevertheless, the results suggested that addi@ research is required to enhance
understanding of the benefits that organié\@night derive from employing the human
resource accounting approach. Furthe‘&, based on the discovered negative relationship
between human resource accou@c?n\d return on assets, it was recommended to carry out

N\

additional research’. Q

This research s.eg&) conduct a thorough analysis of the existing literature on the
relationshi b@'l human resources accounting and the overall performance of firms. It
is widel gnized that extensive research has consistently shown the significant impact
of Mn resource accounting on organizational success. This study also found that the
lack of precision in current measurement practices regarding what should be recorded on
human resource accounting or what meets the criteria for human resource accounting has
led researchers to use different alternatives for human resource accounting, ultimately
leading to varied results. Therefore, this study proposes the need for more investigation in

this area to fill the current gap in the existing body of knowledge. Human Resource



Accounting is defined in the study as the systematic procedure of evaluating and reporting
the expenses and worth of humans inside a business. This branch of accounting is essential
since a business cannot accomplish significant progress without the participation of its
personnel, even if other elements of production are present. Hence, it is imperative to

consider accounting for human resources'4.

Most of the studies conducted in Nigeria on the relationship between human&)urce
accounting and financial performance with very few on the information :@nicaﬁon
technology sector. This study is therefore aimed at bridging the gg&b amining the
relationship between human resource accounting and the fina erformance of the
organisation in the context of listed information communic@ technology companies on
the Nigeria Exchange Group considering human @al efficiency, organisational
profitability, return on assets and return on equit%% icators for measuring the financial

performance and training, development a@e costs, number of employees and gross

staff cost as indicators for measuring b@g\ resource accounting.
y

1.3. Aim and Objectives of t@d

The study aims to i@te the link between human resource accounting and the

financial perfcc@)of listed Information Communication Technology Companies in
Nigeria. 6
Hoﬁ%@the objectives were to

(i).determine the impact of the number of employees on human capital efficiency in the

listed ICT companies:

(i1). determine the impact of gross staff cost on organisational profitability in the listed ICT

companies:



(ii1).determine the impact of human resources accounting-related costs (training and

development, and welfare costs) on return on asset in the listed ICT companies:

(iv).determine the impact of human resources accounting-related costs (training and

development, and welfare costs) on return on equity in the listed ICT companies: and

(V). determine the joint influence of human resources accounting on financial performance

in the listed ICT companies. Q\
1.4 Research Questions < Q

(1). Does the number of employees have any significant effect 0@ capital efficiency?

(i1). To what extent does gross staff cost influence organisat profitability?

(ii1).To what extent do human resources accounting‘ ted costs (training, development,

and welfare costs) influence return on asset? ’b

(iv). To what extent do human resourc kounting-related costs (training, development,

o 5\'
and welfare costs) influence retun\&%uity?

(v). To what extent do H@resources accounting variables jointly influence financial

performance? &

1.5. Hypolg \

Hol: @umber of employees does not have any significant effect on human capital

efficiency
Ho2: Gross staff cost does not influence organisational profitability.

Ho3: Human resources accounting-related costs (training, development, and welfare costs)

do not influence return on asset



Ho4: Human resources accounting-related costs (training, development, and welfare costs)

do not influence return on equity.
HoS: Human resources accounting has no joint significant effect on financial performance
1.6. Scope of the Study

The research focuses on the relationship between human resources accounting and
financial performance of Information Communication Technology CompaniesQ eria.
This study is limited to the nine companies listed on the Exchange Gtoup** Financial
performance as the dependent variable was operationalized with @&owing variables:
Human capital efficiency, organisational profitability, return on$ and return on equity.
All the same, human resource accounting which is the i ent variable was measured
with number of employees, gross staff cost and %Vb ted costs (training, development,
and welfare costs) fb
O
1.7. Significance of the Study . ,&
N
This study can create awarene@((zle human resource accounting concept, providing a
source of literature to e@%ers, students, professionals, companies, and government
agencies who perha Q concerned about knowing more about the concept of Human
.

resource accm@. It can also help organisations in their strategic and policy formulation,
encoura agers to implement a well-developed human resource accounting and serve
as zﬁ,&% on how to run an effective human resource accounting system that would propel

improved reporting of human resources in the financial reports.

1.8 Limitation of the Study

There were just nine information communication technology companies listed on the

Exchange Group and the sample size of the study comprises all the population. Data for the

10



study was collected from the financial reports of the nine information communication
technology companies listed on the Nigeria exchange group for the period of ten years.
(2013-2022). Non-probability sampling method was used. Only financial indicators were

considered in the study.

1.9 Operationalization of the Research Variables

The study is established on two major constructs namely Human resource acc@éﬁg and

financial performance where: < O

O
N

Financial performance as the dependent variable isQQe;ationalized with the following

y = financial performance is the dependent variable, and

x= human resources accounting is the independent variable

indicators or sub-variables: b’b
NSl

Y=yi1y2y3y4Ys %
y1 = Human capital efficiency é;\\»

y2 = Organisational prOﬁtab@%

y3 = Return on asset Q
N
Y4 = Returg@ty

Y5 = @ariables of Financial Performance

Similarly, Human Resource Accounting which is the independent variable was measured

with X = X1 X2 X3 X4Xs
x1 = Number of employees

X2 = Gross staff cost

11



x3 = HRA-related costs (training, development, and welfare costs)
x4 = HRA-related costs (training, development, and welfare costs)
xs =Sub-variables of Human Resource Accounting

1.10 Operational Definition of Terms

Development Costs- this includes costs incurred on various development programmes to

enrich the employees. QQ
m¢ time.

Financial Performance- measurement of a firm’s financial health ov&g‘{
Gross Staff Cost- this is the total sum to be earned by employe(%n organisation.

Human Capital Efficiency- measures value added b@lman capital of the business
organisation. &Q
on

Human Resource — the workforce of an 0@

Human Resource Accounting é;{xo.ﬁing for human beings as the most important

resource of a business concer@
[ ]
Human Resource-re@osts- training, development, and welfare costs incurred on

employees. :' @
Listed I}ll‘@ation Communication Technology Companies- These are information
comql/gtation technology companies that have met the requirements of a security and

exchange commission such as the Nigeria Stock Exchange (Nigeria Exchange Group) to

sell shares to the public and can trade on the exchange.

Number of Employees- the number of workers working for an employer in an

organisation

Organisational Profitability- the ability of a firm to earn profit.

12



Return on Assets (ROA) - reveals how efficiently a company makes a profit from its

assets.

Return on Equity (ROE) - reveals how good a company is generating a return on

investment it received from shareholders.

Training Costs- this includes costs of special training made by an organization to

employees to provide the expected level of performance. Q\

Welfare Costs - expenses on medical, recreation, canteens, matemi@eﬁts, and
occupational safety incurred by an entity to provide a healthy en\@mm to inspire the

employee and, enhance his status and as well as his productivity$

Q
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Chapter %’bQ

Liter view
This Chapter reviews related works.o@re. The concepts of human resources, human
resources accounting, and ﬁna\g@\ performance were discussed. Specifically, the
indicators of human resour?:@:ounting and financial performance were highlighted. The

theory used as the an\é or the study was also discussed and empirical studies were

reviewed. Q:\\%

2.1 Con@l Review

The%ﬂceptual review attempts to describe the relevant concepts applicable to the study.
2.1.1 Financial Performance

The ability of organisations to create economic value has been described by various
financial measures'. Performance refers to the actions and achievements of an organization

over a specific time frame. It can be defined as the achievement of a predetermined task
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evaluated according to a predetermined standard of achieving correctness,
comprehensiveness, cost-effectiveness, and efficiency?. Performance refers to the aptitude
of an organization's personnel to effectively accomplish the objectives and priorities set by
the organization®. It outlines the process by which an organization carries out its activities,
which is evaluated based on the outcome of a task over a specific time frame*. Financial
information users evaluate performance based on their specific interests. Managets focus
on the overall performance of their company, while current and potential inve %luate
performance based on return on investment. Employees are concerned with,the stability

and profitability of the company, creditors are interested in its s@c , and customers
prioritize its stability?. Q
Organizational performance is a comprehensive &ment of an organization's

operational, financial, and overall performance i%%on to its goals. It takes into account

all occurrences that happen in various @ the diverse concerns of the individual

concerned®. s&

Firm performance can be &@Xd by examining its financial performance, which
encompasses metrics 6@5 profits, return on assets, and return on investment.
Additionally, pro market performance indicators, such as sales and market share, can
be used t e@e firm performance. Shareholder return, including total shareholder
return, a onomic value-added are also important measures to consider. Stakeholders
plaMiﬁcant weight on the performance of a firm. A prosperous company enhances

stakeholders' confidence and contributes its favorable worth to management’.

Organizations hold certain assumptions about their personnel. The assumption can vary
between high, moderate, or low levels. This is necessary since the modern era of human

resource managers meticulously analyze every aspect of an employee, including goal
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setting and their responses to various situations and changes®. Performance refers to the
extent to which organizational objectives are accomplished, encompassing both actions
and results. Due to its dynamic nature, it changes over time, in different locations, and in
different work environments. This variability is sometimes influenced by the relationship
between input, output, and impact, making it challenging to quantify*. The performance of
a firm is influenced by various factors including organizational culture, work environment,
leadership/managerial practices, and training and development activities®. @fio ally,
factors such as the size of the firm, ownership, capital structure, equity,Qgg of the firm,
efficiency, growth in sales, export activity, and the industrial play a role in

determining its performance especially the profitability'?.

The performance of an organization can be ascertaine(@n financial and non-financial
perspectives. Financial performance considers tk@bﬁty of a firm to achieve its financial
objectives®>. The financial performance g{é@ defines the competitiveness, business

potential, economic interest of the mav@tent, and presence of upcoming contractors'©.

It assesses items like the lgnit@&viability, health status, criteria for making investment
decisions, managements@s\tability, and predicting the capability to meet expectations
of future returr.l in\the form of dividends, Interest, debt, taxes, salaries, and other
obligations§&y organization'!. The financial performance of a firm is about how

successfi
oo

wealths0f the shareholders. A firm’s financial performance can also be measured by using

firm uses the finances at its disposal to run its operations and maximize the

indices like return on assets, return on investment, profitability, return on equity, earnings

per share, and so on '> 13

Financial performance is an indicator of an organization's overall financial condition

within a specific time period. It measures the organization's effectiveness in utilizing its
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resources to generate income, taking into account aspects such as capital adequacy,

liquidity, leverage, stability, and profitability'.

Financial performance indexes aid managers and financial specialists in analyzing the firm
and assessing progress towards strategic objectives. Diverse businesses employ a wide

range of these tools to track their performance and foster expansion.

Historically, the evaluation of companies' financial success has relied on nting
indicators and ratios. There are other accounting measurements, but the @dely used
ones include net profit, net profit margin, gross profit margin, retu &quity, and return

on assets. Accounting metrics and ratios are categorized ncial performance

indicators based on the specific type of information they @

1. Profitability performance indices, such as g&%oﬁt margin and net profit margin.

2. Liquidity performance indices, suc@ent ratio and quick ratio.

3. Efficiency performance indié §$\s' as inventory turnover and accounts receivable
turnover. %{9

4. Valuation per@e indices, such as earnings per share and price-to-earnings

ratio. Q:\\%

5. Lev@e performance indices, such as debt to equity and return on equity'.

O
Perl\&ssessment is necessary to study the many operations of a company organization
and evaluate its financial performance in order to achieve its financial goals®. Financial
performance measures are crucial components of performance evaluation systems in the
majority of companies'®. Financial performance cannot operate independently; it is also
influenced by non-financial performance metrics®>. Financial metrics have traditionally

been used to assess corporate performance by investors, decision-makers, creditors, and
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other stakeholders. These indicators are believed to provide insights into a firm's success.
However, in today's context, stakeholders consider factors beyond only financial
performance. They are in search of additional information. Firm performance refers to the
whole value generated by a firm via its activities, which encompasses the total benefit

created for all of the firm's actual stakeholders’.

Non-financial performance indicators of a business evaluate long-term su% and
qualitative areas of a business” 2. The non-financial performance metri@Qcompass
customer satisfaction, staff growth and development, and internal cegsog views 2 16,
Ensuring client happiness is crucial for delivering efficien @ice to customers.
Organizational performance is assessed by evaluating @ﬁ satisfaction and the
organization's market share. In today's contemporar 9 highly competitive business
landscape, it is crucial to prioritize meeting cust%%‘ requirements and regularly analyze
the elements that impact customer satisfa\x&@ dditionally, it is necessary to assess the

extent to which customers' involvemeﬁ&tributes to the overall efficiency of the firm?.

Employee growth and deve}o@focuses on the capability of the organization to educate,
train, and develop an 1 d@ﬁal staff of the organization as necessary resources of an
organisation an.d Q&tributors to the growth of the organization, while the internal
processes %gg;fve involves knowing how the internal processes work to achieve the

goals of % ganization and add the expected value to the organization® 6.
2.1>ﬁlman Capital Efficiency

Human capital is a crucial determinant of an organization's growth and development, and it
significantly contributes to the effective execution of business strategies'” '8, In the past,
most organizations considered plant and equipment to be their primary asset. However,

nowadays, human resources are recognized as the true asset of every organization'’.
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Human capital is a vital component of intellectual capital. Intellectual capital refers to the
intangible assets that an organization holds, which enable it to achieve higher levels of
innovation, productivity, and competitiveness. However, these assets are not disclosed in
the financial reports!'®. Intellectual Capital serves as the primary factor which influences the
financial performance of non-financial companies. Companies can improve their financial
performance by effectively utilizing their intellectual and physical resources through a

strong commitment to them?’.

The shift from traditional industrial backgrounds to knowledge-bas%:ga&nic systems
for the achievement of business excellence has recently b%g\ecessary issue of
n economy in which

discussion 2!. A knowledge economy has been deﬁn@

fundamental drivers of development and expansion areg generation, production, and

utilization of knowledge?’. b’b

Intellectual Capital is the knowledge that z@wre value to the organization®!. It has been
described as an organizational procéi\&gb%h transforms employees’ skills, knowledge and
expertise into values that are &l@ organizational performance 2. Around 1980, a change
in the world economy %@industrial to a knowledge-based economy led to Intellectual
Capital replacin.g rganization’s financial and physical resources. Organizations that
better exploit Qg'y\[ntellectual capital and knowledge possessions are more successful in
business! ectual Capital is the actual driver for corporate performance and sustainable
busm growth. It leads organizations to survive in the long run by protecting and

utilizing knowledge resources?!.

Historically, intangible assets were primarily characterized by their speculative nature and
had a relatively minor impact. The valuation of a company was mostly determined based

on its tangible assets. Currently, the significance of physical assets has decreased, while
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investments in information and other intangible assets have risen. Executives in businesses

now prioritize non-physical assets to create a lasting competitive edge?°

Intellectual capital is categorized as a non-monetary asset that possesses value and helps in
the development of profit. Generally, it can be classified as assets that can be sold, assets
that are focused on human needs, assets related to intellectual property, and assets related
to infrastructure. It encompasses the collective expertise and know-how of a c@any's
staff, as well as the established procedures and processes within the@?nization.

Additionally, it takes into account the company's market positioning?>,

Intellectual capital refers to a company's capacity to create new @gge, share it with its

members, and transform it into tangible outcomes such as % cts, services, and systems.

The concept consists of three dimensions: human capital, which pertains to the utilization
of abilities; structural capital, which is associa}eb& the internal aspects; and relational
capital, which is comprised of the outwﬁ\\@()mponents of organizations?*. Intellectual
capital facilitates the transformatior owledge into value. It enhances the company

competitive advantages that | %&improved firm performance and sustainable growth?!.

The relevance of intel%@pital has grown rapidly because of the rising significance of

the knowledge ch&y .

Intellectual@gﬁf can be described as the combination of organisational processes that
incorp%rbknowledge management, transfer and organizational learning and can turn
employees’ skills, knowledge and expertise into values that are necessary for
organizational performance??>. The information revolution, the digital world, and
knowledge in the current era have made intellectual capital an important source of wealth
creation alongside physical assets. Intellectual capital is a resource that provides a

competitive advantage?.
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Companies can benefit from the talents, experience, and expertise of their personnel.
Human capital refers to the intangible qualities possessed by the workforce, such as
knowledge, abilities, expertise, and competences, which have the potential to generate
value for the organization?!. Human capital refers to the intellectual and technical abilities
possessed by employees inside an organization. The term can also be defined as the
disposition and drive of employees, their expertise, capabilities, ingenuity and originality,
past involvement, individual traits, knowledge, and effectiveness. Nev ess, the
presence of these factors is contingent upon the specific sector or or@lijaﬁon being
analyzed. Human capital is the most crucial kind of intellectual ca%nd staff expenses

are the most indicative measure of success?2. Q

The valuation of an organization's human capital is de@ned by the extent to which it
allocates resources towards enhancing the educat@% ills and future growth potential of
its employees. An organization can 0\@ business obstacles by harnessing the
collective endeavors of its personnd.}&an capital refers to the total combination of an
individual's knowledge, skills, @f&pacitieszl. Human capital refers to knowledge and
skills that individuals an@%s possess, whether it is explicit (clearly stated) or tacit
(understood but not &itly expressed), and whether it is held by individuals or shared
within a soci@. This knowledge is valuable for the strategic goals and objectives

(mission ision) of an organization®*,

Thexw% important parts of the human capital of an organisation are the skills of the
workforce and the depth of their experience. It is the soul of the sources of intellectual
capital. The human capital leaves the company at the end of the business day. Human
capital includes the skills and abilities of the workforce, their knowledge in the important

and necessary fields for the organisation, and their ethics and behaviour?®.
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Human capital is produced by the employees' acquired knowledge, skills, talents, and
competencies. It can be considered a dynamic index and a very important factor for the
benefit of the organization today. It is integrated by what people and groups know and
learn and whether they share that knowledge with others. Elements such as values,
attitudes, and aptitudes can be considered as human capital. Human Capital is a production
factor in the organization and is a combination of intelligence, knowledge and skills which
provide each organization its special character. Employees are parts of th ﬁatlon
that can learn, think, create, and make different changes. They serve as so@ of strategic
renewal in organizations. It is the set of explicit and tacit kr@ e possessed by
personnel in educational institutions which they acquired rmﬁ formal and informal

education and updating processes included in their activi

Structural capital on the other hand, encompass%%h intangible and tangible elements.
Structural Capital refers to the assets and b\@fas that are left within a business when all

of its employees have left for the !

. It comprises a collection of technologies,
inventions, data, publications, %{?es culture, structure, and systems, together with a
series of activities and pro@s that the organization consolidates??. The intangible parts
of the firm includ nforrnatlon technology, customer database, commercial and
industrial pr es %nd strategic plans. Structural capital refers to a company's
orgamza}&éstructure and information systems, which encompass internal processes for
dlswgdg, communicating, and managing scientific and technical knowledge, as well as

the company's databases, strategies, organizational procedures, and any other activities that

have a value beyond tangible assets?!.

Structural Capital represents the institutional knowledge created and owned by the
organization and stored in databases and manuals. This type of capital includes work

processes, organizational norms, technological processes, and know-how. It is a set of
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knowledge and intangible assets derived from processes that the organization possesses
and remains there when people leave it. This consists of organizational capital which is a
set of intangibles of an explicit and implicit nature and technological capital which is made
up of a set of intangibles directly linked to the development of the organization's technical
system?*. It can also be defined as the set of organizational properties that affect both the

process and the creation of innovative capital®?. \

Structural capital combines the information that an organization ha@ alized,
systematized, and processed. This knowledge is incorporated into tbQ any through
various routines, strategies, organizational structure, technologie @JOH processes, and
the recruitment of knowledge and innovation process@%encompasses all the
knowledge assets in the business that are not possessed@umans, such as organizational

O

charts, process execution instructions, strategies%é‘utlve plans, and any other valuable
information that is important to the organi@ 4

Relational capital signifies the pres‘&nd future value that a firm derives from its
relationships with customers an&%al partners. It pertains to the overall collection of a
company's interactions wi@umers, industry associations, suppliers, and marketplaces.
Customer capital en c@sses factors such as comprehension, confidence, as well as the
steadfastness @smess of customer connections. Relational capital refers to the
knowled éﬂt a corporation possesses about individuals who are external to the
orgNgfon, such as consumers. It refers to the collective value of all the resources that a
corporation utilizes to establish and oversee its interactions with other entities?!.
Relational Capital, also known as social capital, encompasses the flows of knowledge that
arises from interactions both within and outside the company. They involve the social

characteristics that enable the stakeholders to collaborate efficiently in attaining

organizational objectives. Relational capital is related to the organizational ties and
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conventions that determines the quality and quantity of societal interactions. Relational
knowledge refers to the collective information and expertise possessed by an organization
and its members. This knowledge is valuable due to the positive interactions that the
organization and its members have continually maintained with various market actors and

society as a whole?.

Relational Capital has been described as the worth of an organization's brand, j&obust
connections with customers, and the level of satisfaction experienced t@nsumers.
Relational Capital refers to the capital knowledge that is created &gb{actions with
external stakeholders. The paramount factors within every co% are the caliber of

partnerships and the capacity to enhance consumer happine

Relational Capital encompasses the entirety of the co@n;ns between a business and any
other entity, such as consumers, intermediarigs ployees, suppliers, legal authorities,

communities, creditors, and investors, am(@hers
Relational Capital can be categorl@wo broad classifications:

(1) The formal relatlonshq% ugh contracts and commitment with customers, suppliers,

or significant partners

(ii) The infg@ﬁmhips%

Huma@%{al represents the level of dedication, skills, drive, and loyalty that an employee
pos%!es. It highlights the employee's crucial contribution to enhancing efficiency and
overall productivity of the company. Structural capital, on the other hand, refers to the
physical and organizational elements that support a business, such as infrastructure,
procedures, and configurations®’. Structural capital refers to the essential architecture,
processes, and databases of an organization that facilitate the functioning of human capital

and contribute to the generation of valuable monetary assets!. Companies that possess
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robust structural capital offer their employees the chance to leverage their talents and
expertise in order to attain a competitive edge®?. Relational capital however, refers to the
connections and ties that a company has, which contribute to enhancing its external
connections. Investments in advertising and selling have a crucial role in generating
relational capital. Companies with a significant amount of relational capital tend to
establish more partnerships, which enhances their level of autonomy?’. Humakcapital
reveals the economic value derived from the education and abilities of wor he’term
encompasses various assets, such as education, training, mental acuity, e)&ryse, aptitude,
and physical well-being of the workforce. Thus, human c@ ncompasses all
investments and expenditures related to employees, includix@ﬁneﬁt& education, and

training?’. Human Capital Efficiency is the measure of l@well the human resources of a

firm contribute to the process of adding value to %e{@g

The concept of Human Capital Efficien Added Intellectual Coefficient (VAIC)
was designed by Ante Pulic for mea@g the efficiency of intellectual capital within a
company. The analytical tool @%eloped to enable management, shareholders, and
other relevant stakeholde’%\&obsewe and evaluate the efficiency of the firm’s total
resources and each,major resource component. The model measures value creation
efficiency usi@u ting-based figures. One of the VAIC components is human capital

efﬁcienc@nan capital efficiency measures the value added by the human resources of
an

as{&ationlg.

Several studies have analyzed the influence of human capital efficiency and business
performance in developed countries by employing the Value-added intellectual coefficient
model'® 20, The computation of the essential indices and coefficients in this system
employs easy techniques, which are particularly comprehensible to management and

businessmen familiar with standard accounting information. These elements allow the
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management to assess the effectiveness of resource use in creating value within the
organization. Greater coefficients indicate more effective utilization of the company's
potential for value development by management. The Value-added intellectual coefficient
model developed by Public is widely utilized because of its simplicity, data availability,

and comparability, despite the existence of several assessment approaches?>: '3,

Human capital performance measurement has become an important issue for COWGS in
today’s business world. It can be deduced that for the resource to be effecti@%anaged,

it is important to measure it to get the right perspective on human capin

A high human capital efficiency indicates that the personnel in @Qization is providing
significant benefits in relation to the resources invested i @ies, benefits, training, and
other employee expenses. A higher level of Human @% efficiency in an organization
leads to a more favorable return on investmefit Wi human capital. Enhancing Human
Capital efficiency can result in increased\\ﬁgxues and productivity without the need for
hiring new employees. It allows for’@ precise ability to pay employees, reduces costs
through efficient operation§, a&@&uses on training and recruitment to address skill gaps.

Additionally, it involv@@e accurate performance measurement to reward talented

workers?.
Q

A proper per ance measurement tool could provide the firms with the necessary
infom@ for creating an action plan to improve human capital contribution to
organizational success. The Value-Added Intellectual Coefficient which was introduced by

Pulic can be used to measure the efficiency of intellectual capital within a company?!.

The Value-Added Intellectual Coefficient model is a widely utilized method for measuring

efficiency in three key components: physical capital, human capital, and structure capital.
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A multitude of research have employed the Value-Added Intellectual Coefficient model as

a means of quantifying intellectual capital®>.

The model, initially developed by Ante Pulic as the Value-Added Intellectual Coefficient
(VAIC) model, was later improved by Ulum as the modified Value-Added Intellectual
Coefficient (MVAIC) model. Its purpose is to assess Intellectual efficiency. The MVAIC
model quantifies the efficiency of intellectual capital and its individual corg&lents,
including human capital efficiency, capital employed -efficiency, rel capital
efficiency, and structural capital efficiency. Human capital efﬁ%&éfers to the

importance of evaluating the contribution made by the h capital inside an

organization?®'. O

2
&

To measure Human Capital Efﬁciech& study adopted the Pulic formula for measuring

Human Capital Value Added. \c')\

Q\ (VA) Value Added
(HCE) Human Capitab@c'ency =
,\% (HC) Human Capital?! 2327,

213 Or@tional Profitability

An(m indicator that will be considered is the ability of the firm to make a profit.

Business firms consider various objectives for their establishment. The ones that catch
attention are classified into economic, social, human, multiple-organic, micro level,
national and global objectives but, the first and most important economic objective of any

firm is to earn a profit®!.
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Businesses prefer to invest in projects that will yield great profits. In the traditional theory
of firms, the main objective of a business is to maximize its profit, that is, make a profit as
much as possible®? 33, Profit holds a major position in making decisions by firms due to its
simple concept and use. Knowledge of the profitability of your company and projects can

be used to drive strategic decisions. Every decision you make impacts on your company’s

finances®*. \
While profitability is not a perfect means, it is an efficient and reliable wa@easuring

the efficiency of a firm. It can also serve as a means of evaluating ;gr-ﬁrmance of a
firm, thereby assisting in the efficient allocation of resources in @npetitive market?>,
Profitability is an estimate of the financial status of a comp@t has been described as the
adept of a firm to make profits from all its activities w@ are operating, investing, and
financing activities. A firm must be able to ge@% revenue above direct and indirect
costs incurred to generate revenue be@%an make a profit. Also, maximizing
shareholders’ wealth means a ﬁm‘a& pay dividends consistently because of the

appreciation of the worth of the &S?market share?.

Organizational profita ﬁ@snsiders the ability of the firm to properly utilize the
investor’s mone.y’&it depends on the active utilization of every activity and resource
available. It i@ittribute for measuring efficiency but not an alternative to efficiency
since th%§e other attributes for efficiency like goodwill and trademark!’. In simple

term\s,tfﬁciency refers to minimizing inputs and maximizing outputs®’.

Profitability is extremely important in every business, be it small, medium, or large. The
ability of any business organisation to operate effectively depends upon the profit it
makes3®. Profit acts as a shield for businesses against financial stress. Investors prefer to

invest their money in businesses with sound profits, with an expectation of regular income
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in the short run and capital appreciation in the long run. Firms with better profits easily
raise funds from the market even, at a lesser cost as investors are likely to easily invest
with the expectation of less risk on the investment. An adequately profitable business tends
to pay its obligations as and when due. If a company can generate profits through the

efficient use of its resources, the company will gain the trust of prospective investors to

buy its shares. \

The low profit would have a major effect on the dividend distribution @ ns of a
company. However, higher profit can encourage the company to g&h' er dividends
back to the shareholders who are the owners of the compan @inesses with large
profits are generally discerned as efficient in terms of opera@ and investment. The more
profit a business makes, the better its brand image since@nt measures the efficiency of a
business. A business with much profit will be abl%%tain adequate funds to support itself
in economic breakdowns or financial stre@faligher the profits (with manageable risk)
the higher the firm share resulting in g\Q%r prosperity for company owners?2. Net profit is
a measure of the basic proﬁtabi@f@a business. It is the revenue of the operation less the
costs of the business oper@ Revenue is the aggregate of the income a business makes
through its sales. T, Qoportion of that income that is left after deducting all the
organization'sé%ﬁ which it incurred in the process of making the revenue is the profit
O
O
Q

2.1}R&turn on Assets

39,40

Return on assets is one of the indicators used in measuring the performance of business
organizations. It is the financial ratio that measures how effective an organization is in the
proper utilization of its assets!”. The return on assets ratio which can also be referred to as

return on investments reveals the extent to which investments that have been invested in a
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firm can provide a return of profit. The greater the level of return on assets of a company,

the better the financial performance as it indicates a greater return on investment*!- 42,

Profit has a positive effect on the ability of an organization to provide investment returns to
the owners of the company, so measuring the ability of assets to generate profits is
important!!. Return on assets is one of the frequently used measures of financial
performance to show how well the assets owned by an organization are generati@oﬁts.

It describes the effectiveness of using assets to earn a profit '!» 1742, Qz

Large assets do not mean big profits. Good profitability is the ability’ofia firm to generate
large profits with large assets or large profits with not too large . A higher return on
assets means a firm is making a higher value from its @ Return on assets being a
profit-related tool measures financial performance is the ratio between the profit
generated in a period and the assets owned b;bérg)mpany to make a profit where the
company assets are obtained from the iss@ of shares in the capital market or issuance
of bonds and or from debts to ba ’%ﬁther parties!!. While considering a company’s

ability to increase profits, r@n assets serves as a measurement tool that gives a

summary of how assets@e@}e maximum profit in a company*!.

The ability of ini\@ization to provide investment returns to company owners does not

rely only u@

the av@ity of operating cash is also big, although paying dividends is related to cash.

ng measured by profit because high profits do not necessarily mean that

This is because of the profit in which there are elements of accrual income and expenses,
not only cash incomes and expenses!!. Therefore, the return on assets is represented by net

profit after taxes divided by the total assets of the firm multiplied by 100",

2.1.5 Return on Equity
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Return on equity can be used to determine the performance of an organization in using an
organisation’s capital in providing returns to shareholders. The higher the ratio the better

for the shareholders since it provides a greater rate of return to them®*!.

Since the return on equity is a measure of the financial performance of a business
considering the amount invested into the business, the ordinary shareholders are concerned
about the rate of return gained by an organization considering capital invested Q&quity
holders, after deducting the amount committed to other capital suppliers“?R@% equity

measures the amount of profit that can be allotted to ordinary shareho}Qs(eoﬁsidering the

book value of the investment that they have made in a company““.%Q

While looking at a company’s ability to increase profits, @n equity is a measurement
tool that gives a summary of how equity managen@ enerates maximum profit in a
company. The yearly increase in the return on ratio of a firm indicates that there is
an increase in the net profit of the firm con\@d leading to an increased stock price which
also means an increase in the Value.®ompany4l. A higher return on equity means an
organization is efficiently Ps@shareholders’ equity to generate income while a low

return on equity me%@organization makes little income when compared to its

shareholders’ e(lugt&

The compa& areholder’s equity or net worth equals total assets minus total liabilities.
The ra%raretum which is also known as return on equity examines the extent to which a
company uses its resources to provide a return on equity and it can be increased by
increasing sales without proportionally increasing expenses and costs, reducing the costs of
goods sold or operating expenses of the company, increasing sales relatively based on asset

value, either by increasing sales or reduce the amount of investment in selling assets,
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increasing the use of debt relative to equity to the point that does not jeopardize the

financial well-being of the company*!.

Return on equity is one of the means of measuring financial performance. It shows how
efficiently a company handles and uses the money shareholders contribute to the company.
It can be determined by dividing net income by shareholders’ equity. The higher the return

on equity, the more efficient the company is in generating income from the equ{t&)f the

shareholders** 4. QQ

The return on equity quantifies the profitability of a company in ion to its equity,
which is synonymous with net assets or assets minus liabilities. on equity quantifies
the efficiency with which a corporation utilizes inves o achieve an increase in

earnings. Return on equity is a financial measureQQt llows investors to assess the
effectiveness of a company's management in util the funds provided by shareholders.
The Return on Equity (ROE) is calcula‘?@y dividing the Net Income by the Total

Equity?®. The return on equity can%&xp essed as the net profit after tax divided by the

R
N

2.1.6 H esources

Q

The h@man resource is a crucial element of production and the most valuable asset a

shareholder's equity!”. %
&

corporation may possess*S.

The term "workforce" refers to the collective group of
individuals employed by an organization*’. Human resource refers to the persons who
make up the workforce of an organization*”. Human resource has also been described as

people who operate an organization and connect the organization and other stakeholders

relating to various issues such as compensation, recruitment, work management, and
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training to run effectively. The operations of human resources are, however, managed
systematically by using pre-determined procedures run by trained and dedicated staff under
human resources management*®. Human Resources are important for the success of any
organization in this current dispensation. The development and growth of any organisation

without human involvement may not be effective, because human is a means of achieving

development %, \

Human resource is one of the valuable assets supporting organizations in icving and
maintaining a competitive advantage. Human resources involve Q/ i€d group of
education, employment, industrial expertise, and other types ® eriences assisting
organizations to deliver superior and distinct performance®. @an resources are potentials
that are considered non-material or non-financial assetg hey function as a wheel for
organizations to keep their existence. Hum@%sources play important roles in
organizations, not only because they are.B\@ but also because they have intellectual
competence. The quality of huma\\\'%sources is mostly related to qualifications,
competencies, and skills*®, %’&%

Humans are the most h %et in any organization. The assets of an organisation could

be either tangilglg&intangible. However, intangible assets could be intellectual and

emotional a@lntellecmal capital is of greater importance, as it assists firms in

achievi%b

a competitive advantage and sustainable development. It can be further categorised into
capital internal to the firm, external to the firm, and human capital where the human capital
refers to employee knowledge, skills, and ability>®. Simply put, it can be called human
capital, manpower, labour, personnel, associates, people, or competence knowledge,

training, innovation, and capabilities and skills that an individual possesses’!. It is the
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modern management term for the function within an organisation saddled with the
responsibility of implementing strategies and policies relating to the management of
individuals®2, Human capital significantly contributes to the efficiency of organizations in
this current competitive world. No machinery can replace its creativity>°. Human resources
are classified as intangible assets. The competencies and proficiencies possessed by a
specific collective or individual hold economic worth. The progress of any organization

S

Human resources capacity has been defined as initiatives to develop b%ag-&sources and

relies on the effectiveness of its personnel’?.

generally seeks the capacity of individuals to carry out their %@onal and technical

responsibilities. Capacity building is the process experien@y ndividuals, groups, and
organizations to improve their competence in carrying 0®eir assignments and achieving
the set goals. It involves a series of strategies des%%to increase efficiency, effectiveness,
and responsiveness of performance. It is @g process, starting from the flow of the

need to experience something, redu& ignorance and uncertainty in life, and then

developing the abilities needed Q‘i&@t to new changes*s.

Q

Financial, capital, andg@@logical resources are no longer a source of competitive
advantage, as Ekse&m be easily duplicated but to have a competitive edge over
competitor gw invest in something which cannot be replicated. So, in this
contem time, there is a huge demand for skilled labour as human resources are
con?mded a real asset to any organization because they bring profitability.
Notwithstanding the technological improvements, the significance of human resources has
not been reduced as an asset that contributes to the growth and competitive advantage of an

organization®’.
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The following have been described as indicators that can develop or improve the quality of

human resources,

(1) Knowledge, which refers to the understanding of business management, products and

services, customers, promotion, and marketing.

(2) Skill comprises production skills, communication skills, and teamwork in organization,

supervision, finance, administration, and accounting. Q\

(3) Ability entails the capacity to manage the business, make decisions,‘lege people,

control the business, and make inventions relating to the present sta xe business.

(4) Formal education which focuses on equipping learners '%sic knowledge, theory,

logical thinking, general knowledge, and the developmer@character and personality.

Q

(5) Work training which aims at developing&essional competence and arraying

practical experiences over the theoretical ﬁ@vork.

(6) Internship which helps to im @;Q&b h technical knowledge and working skills by
observing other knowledgea@ployees, then imitating the skilled work before they

could do the job inde@y and proficiently so that they could find more practical and

efficient ways in @their jobs?*®,

2.1.7 Human Resource Accounting

Huﬁm{&rgurce accounting is a specialized field of accounting that quantifies the expenses
and worth of individuals inside an organization. Under conventional treatment, any costs
related to human resources are considered an expense that reduces the revenue for the
period. However, the human resources accounting for human resources suggests that
expenses related to human resources should be treated as capital expenditures, as they

provide long-term benefits. Sir William Petty introduced the concept of human resources
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in 1691. Research on human resources accounting was initiated in 1960 by Rensis Likert
and other scholars with the objective of establishing a clear definition for the idea of

human resource accounting?>.

Around 1990, Western society started reporting the worth of human resources. When the
service sector started, it was revealed that the main source of revenue is its employees and
considers its employees as human assets. Also, in the business sectors like baq% and
information technology, employees were described as the organisatlonggn asset
because they were responsible for building investors' value. Countries )ﬁ a and Japan

were able to advance technologically due to their high-quality wo 30,

To give a better understanding of the concept of huurces accounting, various
h

researchers have defined it from various points of vie ich include the following:

Human resources accounting has been define b‘process of identifying, measuring, and
communicating information about hu X;urces to relevant users. This definition sees

human resources accounting as an nt1 g system recognising human resources®*.

Another definition sees i \ n information system that provides management with

information on transf@mn occurring to the human resources of a business organisation

fora particula@

Human 1 es accounting has also been seen as a means of accounting for people as an
orghig%onal resource that is, as a means of identifying, measuring, and communicating
the potential, abilities, and knowledge of employees in an organization and their cost and
value to assist interested parties with important information for human resources decision
making. Human resources accounting assists in calculating the human resource capital (as
long-term investments of the company) worth of management development and enhances

the value of management accounting!. It also encourages the disclosure of human
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resources information in financial reports thereby providing clearer and more useful
information to interested users®’. Human resource accounting attempts to identify the costs
incurred on employees concerning recruitment, training, payment of salaries, and other

benefits and their contribution to the profitability of the organization!”.

Human resource accounting which is otherwise known as human asset accounting has also
been described as an information system that identifies, captures, measures, and&lyses
the abilities and values of human resources in an organization and mak@rmation
available to the interested parties®™. It is viewed as the measure@t(p&)cess which
discloses the cost and value of employees in the financial statem an organisation so
that the true value of the organization can be ascertained t(@ist the various users of the

financial statements in making their respective decisions@

Based on the definitions provided, this study d &{uman Resource Accounting as the
systematic measurement and disclosure (}R@costs and benefits associated with human
resources within an organization in‘@ncial reports of the organization, with the aim
of accurately reflecting the. oiétion's true value and providing interested parties with

the necessary informati@@mformed decision-making.
2.1.7.1 Objectfv@uman Resources Accounting

The follow re some of the objectives of human resources accounting

(1). termine if human resources are making a return on investment of the investors in

an organization or not*,

(2). to provide cost and value information on human resources*> 34 37-38,
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(3). to provide information for decision-making on acquiring, allocating, training,
developing, promoting remuneration, and maintaining human resources and to guide

management in achieving cost-effective objectives 43345859,

(4). to assist in the development of management principles by revealing the financial

consequence of various practices™.
(5). to provide a basis for human assets control thereby improving the profitabilityAof the

O

(6). for effective monitoring of the use of human resources*> 3% 5% Q&

organisation, for example, appreciating or depleting>* >°.

(7). to provide valuable information on the actual cause 0@ return on investment,

like underutilisation of physical assets or human resource$\or both*’.

Q

(8). to encourage the provision of information an resources to potential investors

45,54 ’b

and financiers

(9). to help each employee to kno ’ﬁnmbutlon to the organisation considering the

expenditures incurred on hl@he organisation and improve their performance and

bargaining power Wh@ary >8.

(10). to aid ht/%(%yurces analysis at different levels and development of measures to

control the

2.1@’2siﬁcation of Human Resources-Related Costs
Costs of human resources can be classified as follows:

- Capital expenditure

- Revenue expenditure

39



Capital expenditure includes costs that can generate returns that will exceed the current
financial year. This comprises acquisition costs, recruitment costs, development costs,
retention costs, and training and re-training costs. Revenue expenditure includes costs that
are used up in the current financial year. This comprises salaries and wages, commission,
bonuses, short-term motivation, and allowances. While revenue expenditure is charged to
revenue in the statement of comprehensive income. Capital expenditure can be &ed as

an investment in human assets under intangible assets?>.
2.1.7.3 Valuation of Human Assets &(/

In conventional bookkeeping practices, financial transactions rded in the book of
accounts, whereas human resources are not recognized &S in the accounts. Several

proposed methodologies exist for quantifying the fin worth of human resources, but

none have achieved widespread consensus'’. 6:

The methods include %

(i). Historical Cost Model /Meth@

The historical model or. teQéque was formulated by Brummet Fand, W.C Pyle, and Eric
Flamholtz>* . The chompasses expenses related to the recruiting, selection, hiring,

training, and develdopment of staff!’ ¢°,

In thi@{oach, the capital expenditure on the asset is spread out throughout the
antMed lifespan of human assets through the process of amortization’ 3!, The costs
function as investments and are anticipated to generate returns by leveraging the utilization

of the employees!”- 34

. If an employee departs before their scheduled time, any outstanding
amount will be considered a loss and recorded as an expense in the profit and loss account.

Nevertheless, determining the precise lifespan of human assets and the rate at which costs
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will be amortized is a challenging task. The historical cost of personnel is often regarded as

a form of fixed tangible assets'”.
(ii). Replacement Cost Model

This method was developed by R. Likert and E.G. Flamhotlz®'. The cost encompasses
expenses related to job posting or advertising, recruitment, training, placement,
administrative fees for pre-deployment of an employee, travel, and interview spent
when replacing an employee with someone of equivalent capability!”: 5(/ approach
entails initiating a new company and allocating funds from the beginifing to recruit people,
in the event that any staff replacements are necessary. This appn@ ies on appraisals of
the present market worth or the expenses that would red to replace the current
personnel with individuals possessing equivalent gkills” and abilities®*. This method
proposes an existing valuation of human assets6@rgermining the replacement cost of an
employee can be challenging, because tlf?\&t does not reflect the employee's level of
skill’!. This cost is more reliable é;’\fxp siders the current value of the firm’s human

assets in a financial statemer&@ proven to be inefficient for the firm to substitute the

knowledge competenci @ployees”.

(111) Opportunftx Model or Competitive Bid Price Method

Hekimian @J ones devised the opportunity model’!. This strategy is applicable to human
res%&at are limited in quantity®®. This examines the overarching notion of economic
opportunity cost. The market value approach is an alternative name for it. The opportunity
cost is determined by comparing the job offer of an employee to that of a competitive
organization'” 3%, In this approach, opportunity costs are regarded as an asset value when
they are directed towards an alternative purpose®'. However, quantifying future economic

advantages might be difficult in practical terms®'.
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(iv). Standard Cost Model

The standard model or method was devised by David Watson%?. Human assets are
categorized into categories depending on their job position and managerial levels. The
monetary value is then determined based on the category they belong to!”. In this approach,
the predetermined cost of recruiting, training, and developing employees of each grade or
category is established and then compared to the actual costs incurred after hiring and
replacing them. Any variance is charged to the profit and loss accountSGQinherent

drawback of this strategy is its failure to account for variations iry% ormance of
personnel within the same group.'”. %0

(v). Competitive Bid Price Method Q

devised to surpass the constraints of the repl nt costs method®. This strategy only

Hekimian and Jones introduced the method of ;mp&%e bid pricing’!. This method was

considers scarce workers or employee 1nd1v1dua1 in question is assigned to the
department that has made the hig ngsa hich must be included in the total investment

cost’!. @
(vi). Current Purcha@Power Method

Under this m@ investment in human assets or workforce is converted into the current

purchasi er of money with the help of an index number
(Vii)\ﬁonomic Value Model

This approach proposes assessing the group's value by quantifying their contribution to the
overall economic value of the organization. In this approach, the projected future earnings
will be subtracted from the present value of the organization, and a portion of the earnings

will be allocated to human resources as compensation for their contributions!’. In this
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sense, economic value refers to the present value of the net cash inflows generated by a
company's human resources during their economic service life®. Certain authors employed
the economic value method as a means of determining present value, while others utilized
it in conjunction with the opportunity cost approach’!. The payments made to human
resources until their retirement are computed and discounted accordingly to determine their

current economic worth®* \
(viii) Goodwill Model QQ

Hermanson established the goodwill model. The organization place &ortance on group

estimates and attributes its above-average earnings to the undi value of its staff,
resulting in additional returns'’. QO

(ix) Present Value of the Future Earning Model ,bQ

This model was developed by Lay and @lz 1764 The model defines the human
resources of a corporation as the tot Nue of the net present value of expenditures on
personnel®*. It calculates the cung%vorth of the employees’ contribution during their
tenure at the organization. .'F@current value of an individual employee is defined as the
collective future con@ions they are expected to make during their tenure in an
organization”(@

The huma@pital embodied in an individual of age "r" refers to the discounted value of

thei\ﬁg‘vrebearnings from employment.

This methodology utilizes the following procedures to ascertain the value of human
resources:

- the labor force is categorized into same groups: skilled, unskilled, and semi-skilled.
- calculating the present value of human resources for each group by applying a

predetermined discount rate to the average earnings.
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- gathering the current worth of several categories, which symbolize the future earnings of

the organization that have been converted into capital.

Let "V 1" represent the value of an employee who is r years old. I (t) represents the
employee's total annual wages till retirement. t represents the retirement age. The variable
"r" represents a discount rate that is specific to the cost of capital for the company>*. This
method is intricate as it is based on certain assumptions, such as the em&yee’s

\J
contribution to the firm, the rate at which the amount is discounted to com current
1:;9.

value, and the estimated duration of the employee's tenure in the organigati

(x) Reward Valuation Model %0
)

This is an improvement on the present value of the fu nings model®. The reward
model or method was developed by Lay and la@z”’ 64, Its attention is on human
resources accounting costs rather than humalfB rces accounting value®. It considers
that the employee’s expected conditiona %is equal to the expected reliable value if he
R
is to remain in the service of t (_S\Agan sation throughout his lifetime!”. It takes into
consideration the possibility z&robability of an employee's movement from one role to
another in his career a@%is leaving the firm earlier than his death or retirement®* The
model was alsg -bh@s)n the assumption that human resources will generate value as they

grow and ée/hierarchically in the organisational roles providing service to the

organi%rig1 7,
\/

Also, under the earning approach, various methods of human resources valuation

developed based on present value by different authors are as follows:
1) Present value of future earning model developed by Lay and Schwartz in 1971

2) Net benefit model developed by Morse in 1973
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3) Reward valuation method by Lay and Flamholtz in 1971

4) Certainty equivalent net benefit method by Pekin Ogan in 1976
5) Aggregate Payment approach by S. Chakraborty®*.

2.1.8 Gross Staff Cost

Staff costs form a major part of an organization’s functional costs. Mostly thxcosts
include salary, wages, allowances, contribution to provident fund, @ng and

development expenses, uniform allowance, medical allowance, Qﬁn}e premium,

pension and gratuity paid by the employer on behalf of an emp@mpacts the overall

operational profitability of the business due to its running n@. e amount of staff costs

incurred by organizations depends on the orga@onal policy, management’s

understanding of the welfare of its employees, @eral other variables affecting the

entity®. @%

Labour costs can arise from \év\’&
Wages or salary o A%

N\
Overtime payment Q
Bonuses (@
Holida ent
Sick Payment

Payroll taxes

Employee earnings can be considered from the following points of view:
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1. The payment of a constant amount weekly or monthly. This is straightforward to
calculate: it can be represented as Labour cost = earnings per period multiplied by the

number of periods

2. Employee earnings can also be an amount calculated based on hours worked (basis plus

overtime)

Many organisations pay wages and salaries under a pay-as-you-earn plan whi plies
that the employer removes the employees’ income tax from the gross w pays the

amount directly to the tax authority. Only the amount remaining afte fé\s now paid to the

employee. %

The amount earned by the employee is the Gross pay. Qount the employer pays to
the employee after deducting the income tax a tatutory amounts is the net pay.
While the gross amount the employer must be bludmg the payroll taxes, pension costs
comprise the total labour cost to the emp %s

2.1.9 Number of Employees ’&c’)\
Manpower is essential i &\ gamsatlon67 Manpower influences everything in a business
from productlon to ient connections. Without adequate and supportive manpower in an

organisation, @gamsatlon is not likely to be successful®’”- 8, The staff should be well

trained o tasks while managers should know how to lead®®.

Q
The\c&mection between the operations of a company and manpower is important.
Manpower has a corresponding relationship with productivity. A well-managed supply of
manpower can improve the efficiency and productivity of an organisation®” ¢, With more
workers available on a job, the faster the jobs will be completed. However, when a
business organisation lacks sufficient manpower, it is hindered from accomplishing tasks.

This means a reduction in profit and revenue and in so many cases this means that the
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company is not operational and lacks productivity. Lack of productivity reduces profits and
affects the reputation of an organisation which may result in business failure. The more

staff you have on assignment, the faster the task can be done %,

Manpower for businesses can be outsourced or provided internally®’. Some companies
outsource manpower to have sufficient workers. Workers will not need to work excess
hours, the workload assigned will be more suitable because more people are available to
handle tasks. Workers will not have stressful times because they have mor@ to rest.
There will be more time to comply with safety policies and regu&g&nce enough

workers are at work. Companies can avoid problems like injury %@nout when enough
c

workers are available, also workers’ compensation and la\@ ims can be reduced. A

good manpower service gives room to companies to _dehyer promises made and keep a
smooth flow of production . They contribute@% cost and efficiency of work and
ensure that deadlines are met’ 68, Compa@ are involved in manpower services can
maintain and establish good client rela&hips. When organisations keep to their promises,
it can lead to additional sales a@cgent payment of fines and penalties thereby, keeping
profits higher®. Compa@n set up and maintain good relationships with their
customers if they % e good manpower to keep the production and delivery promises

[ ]
they make. T@ will generate more sales and more revenue for the company®’- 68,

Someti ployers tend to abuse the power that the employer/employee relationship
allo f there is an adequate amount of manpower in an organisation, employees will be
in a better position to come together and lobby for better treatment if they are treated
unfairly®®. Adequate manpower in an organisation opens an organisation to different
options in its mode of operation. It allows flexibility in how employees cover shifts.
Adequate manpower enables organisations to have people to fill up relevant positions.

Companies with more workers have strong teams and employees can share their opinions
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and ideas due to diverse kinds of skills, knowledge, and abilities thereby, problems are

easily solved ¢7.

2.1.10 Development Costs

Development costs include costs incurred to enable employees to participate in
development programmes to enrich their faculties. The programmes can be in Q&m of
ordinary lectures, international conferences, and seminars. The participanQ:/ elate with
other executives on a national and international level. The costs ca@ﬁde delegate fees,
travel costs, loss of output during the development programme%o on which are to be

accounted for as a human resource investment®'. Q

Development is an act of trying to build the a&%% an organization to achieve and
sustain a new desired state that benefi %)rganization and its community®. The
N
development also involves activities &g to the acquisition of new knowledge or skills
for growth. Organizations provid&ga\ployees with development programmes to enhance

their capabilities®® 7°. Empl }Adevelopment enables an increase in the market value of an

organization. It also in%es earning power and job security®.
°

Development@ in planning and preparing employees for upcoming jobs and likely
problem evelopment involves the introduction of new ideas into the social
orga '%on leading to changes in the patterns of the organization and social structure. It
has also been described as a means of increasing the growth of employees along with that
of the company so that they can be suitable for available better positions within their

ability®.

The concepts of training and development are freely used as substitutes. However, one can

be differentiated from the other. Training is for specific job purposes while development
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goes beyond specific’!. It is a short-term process, utilizing a systematic and organised
method by which non-managerial personnel learn technical knowledge and skills for a
particular purpose, while development encompasses activities that enhance job
performance and the growth of personality. Development is a continuous process. It can be
described as a long-term educational process utilizing a systematic and organized
procedure by which managerial personnel learn conceptual and theoretical knowledge for
S
Development deals with improving human and interpersonal relatj%.(ﬂ the present

business environment, employee development is gaining an ingly critical and

general purpose’?.

strategic command in organizations so, organizations r@ to invest continually in

employee development to maintain employees as well as@organization's achievements®’.

Training is an organized method by which pe%érgn and acquire knowledge and skills
for a current role and a recurring process@ping employees perform at a high level. It
also increases human efficiency an%g\&yl es people with the opportunity to gain specific
skills and knowledge nege@for carrying out various specialized tasks in their
respective workplaces. pment, on the other hand, is the process of becoming

elaborate and dist@e. It prepares employees for future roles and assignments’!.

Individual educational attainments are not only part of an organisation’s development but
also a %%f a community’s major assets. In some communities, subsidies for education
are mainly based on the assumption that organization investments in employees’ education
will strengthen the entire organization by enhancing employees’ performance. Education
affects employees’ performance. When education does not build employees, it is simply an
expenditure. Education is the process of building employees to get the required knowledge

and skills at work®. Employee development includes many forms of ongoing education,
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mentoring, and professional experiences that help employees grow into future roles and
opportunities If applied correctly, the training on employee performance can often

encourage growth within the worker and the organization itself 7!.

Training is the procedure which allows an employee to learn to develop the skills,
competencies, and knowledge required for a particular job, while development is the
process of education that aims at the general growth of the employees7%areer
development reduces the risk of losing its valuable staff and is concerned wi@ontential
of employees and the situations in which they are now after a lifelopgge!ss of raising
and nurturing an individual's working life to make the best use rent talents, skills,
knowledge, and interests for that individual. Workers can in their chosen careers, be

successful in their careers, or reach the peak of their caree%.

2.1.11 Training Costs. b’b
N

This refers to costs incurred by an emplo@ﬁo enrich the employee with the required skills
and knowledge to enable him to p@x\

have revealed that employ@e.&gﬁg has a positive effect on organizational performance.

he expected level of performance”. Some studies

It was found that it @ajor impact on the execution of an activity and improves

N

employers orkers can offer the best of their efforts by educating each other and

bene\ﬁj@om each other’*.

In this respect, training has recently received great attention from the management of

performance. E‘us ct includes an increase in overall employee efficiency, where
d

private and public establishments, as it is considered the main element for bringing about
development and change that the establishment seeks to reach. It enables workers to carry
out their work efficiently and effectively while incurring costs that may be large. However,

the returns that can be reaped from the success of training and development programs often
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exceed what is spent on them’®. Employee training is a necessary aspect of a company’s
activities toward the production of a skilled and dedicated workforce that can differentiate
the company from its competitors. It also encourages the habit of continuous learning,
improves employee satisfaction and loyalty, and helps the company stay above the
competitors. The survival and success of a business in the market depend on proper
training as a tool that can help in gaining competitive advantages’®. Emplogwith
adequate training feel good that the organisation is investing in them and thei %rs. This
motivates them to engage better with colleagues and customers. This mastg increase the
probability that they will stay. Training has been seen as a process ich employees are
recruited selected and motivated within an economic syst ﬁlan resources are the
most valuable assets of any organization, with the r@nes, materials, and even the

money nothing gets done without manpower?”. 2 er

Training is a systematic development of .h\@wledge, skills, and attitudes required by
employees to perform adequately Qn\\' en task’’. Employee training and development
are seen as an important forrna@c?f any competent management due to the increasing
technological sophisticat@\*o this time. Computer technology has made training

necessary for organizatiens to meet changing situations’®. Human capital development
through inves@éeducation, information technology, skills, and productive labour is
quite ess for the economic growth of a nation. Training for capacity building is
imthg( to sustaining economic growth and development because human capital is the
greatest asset of any organization. Capacity building entails investment in human capital,
institutions, and practices necessary to enhance human skills, overhaul institutions and

improve procedures and systems”.

The training proves to be a means of enhancing the ability of the workforce to achieve

organizational objectives. A good training program results in the conquering of the
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essential goals for the business. Hence, training is significant for giving a dynamic
approach to the organization. This is possible only because of improved quality of work

life through the implementation of training programs®’.

Training of staff is significant to the success of an organization. Physical, social,
intellectual, and mental training are essential in facilitating not only the level of
productivity but also the development of personnel in any organization. ASJ&S are
becoming more complex, it is more important for employers of labour@in their
workers than when jobs were simple and little technical knowledge w ed from the

workers. They need to perform their jobs effectively, take o@esponsibilities and

adapt to changing conditions®!. Q

A well-trained and developed staff is always an ass@&e company and increases the
chances of their efficiency and effectiveness ,Séxrgharging their duties. Training is a
learning experience that can make positiv&\‘@Lges and reach the desired objectives of the
organization. It enables the emploge;étg erform the job more efficiently. Training and
development programs are @essary structural and functional foundations for the
development of empl @T hese foundations are important for guiding employees
through differerlt ’s'&ion& Training and Development programs are the frameworks for
helping e 1@ to develop their personal and professional skills, knowledge, and
abilitie%'r‘g

The training seeks a planned, coordinated, and conscious manner to develop in the
employees those understanding, skills, and attitude, which will maximize individual’s
present and future efficiency and effectiveness of the overall company operations. Training
is a form of specialized education aimed at giving the trainee a particular or specialized

knowledge, skill, and attitude that he must possess to effectively perform in a specific
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position. It helps the workforce adapt flawlessly to new technology thereby increasing the

efficiency and productivity of individuals and organizations®> 3,
2.1.11.1 Why Training is Needed.

The main aim of the training is to provide and improve the necessary skills to help
organizations achieve their goals and create a competitive advantage by adding value to
their main managers. Training is a learning action targeted toward the acquiSition of
specific knowledge and skills for an occupation or task. The need to ha @iency and

safety in the operation of a particular machine or equipment or thf é\d for an effective

sales force is another goal®. %

Training reduces organizational liability. By ignoring onsibility, you could face
legal repercussions, an increase in workplace cc@, decreased staff morale and an
increase in staff absence®. Certain jobs requi ing and certification for an employee
to successfully execute the minimum job é\&ments related to a position. The proper and
accurate documentation of emp (ﬁ%\. dévelopment before or during the employee’s
completion of their job can\ngﬂy help follow and develop training but can also limit
liability in the case Q@&ﬂ error on the part of these employees’!. Influencing an
employee’s moﬁ@ and commitment requires effective training programs as training
improves t@g'i(ed knowledge, skills, and abilities of the employees, to perform well on
the jol@.’apart from supporting the organization, employees might recognize that most
types of employee development initiatives provide them with benefits. Employee
development programs that range from certification to education reimbursement, also to
basic job skills training, mean a certain cost to the organization but, that can easily be

considered a benefit to the employee. Such awareness on the part of the employee can also

lead to greater loyalty to the organization as well as enhanced job satisfaction %4,
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Employees bear the primary responsibility for the majority of activities that have the
potential to impact client satisfaction, product quality, and events. They have the ability to
establish or dismantle their organizational reputation and success’. It is imperative for
employees to consistently upgrade their job skills in order to augment their production.
Enhancing employee abilities has a significant impact not just within the workplace but
also on a global scale. Training and development play a crucial role in enhancing the
personal growth of employees and fostering the socioeconomic progress Q%tion.
Consequently, contented employees yield favorable business outcomes, SL@

eightened

productivity for the corporation. Contented employees may e)@t igher levels of

productivity, but, employees who are more productive tend@%ence greater levels of

happiness®® %, Q

Currently, the advancement of global trade and f@%‘lt technological advancements have
resulted in a rise in the degree of rivalg enterprises. Consequently, there is a
pressing requirement for firms to pa);\&ﬂkthorough training to their personnel, equipping
them with the necessary educati ca*‘d skills to ensure safety and enhance production.

Inadequately trained persc@re prone to have a sense of being undervalued, leading to a

decrease in workp@ductivity, loyalty, and engagement®. The rapid evolution of
technology in@

acquisiti@skilled labor, therefore making it imperative to provide training for their

anufacturing facilities and corporate workplaces has necessitated the

per gl”’ 8, Training is essential in situations involving transfer, promotion, changes in

work schedules, job delegation, job enlargement, and staff rotation®*.

As the workforce becomes more trained, the business will be more equipped to respond to
changes in the domestic and worldwide economy, specifically in the demand for its
products and services. Employees may be hesitant to embrace change due to the inherent

uncertainty it brings. Therefore, it is crucial to enhance the skills of the workforce and
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allocate more resources to education and training in the labor market®® 84 Training
becomes imperative when scientific advancements lead to the development of new
products and equipment. Scientists and inventors need increasingly extensive training to
reach the forefront of their respective industries®. Training is necessary when there is a
discrepancy between the current performance of an individual or a team of employees and
the desired performance. Employers require their employees to consistently acquire new
skills to enhance their capital. Organizations often allocate significant f] towards
improving their facilities and machinery. However, without providing(Egsonnel with

ongoing training, the utilization of state-of-the-art equipment will n@ optimized®.

Enhancing the abilities of graduates to be employable @garded as a fundamental
obligation within the firm. The talents that businesses @the market are looking for in
graduates vary among employers and countries®’ Qnew employees are regarded to be
unprepared to perform the job they mayb\@ t in their workplace, regardless of their
technical or professional educatione{\' lifications. Hence, it is imperative to provide
training and retraining program%{c?orkers to effectively perform new tasks and adapt to
evolving technology. In @or a business to successfully accomplish its goals, it is

necessary to consistently=evaluate the training of its workforce to ensure their efficiency

[ ]
and effectiven@%e\b the entire organization’.

Trainir& ibutes to the reduction of operational expenses in businesses. Organizations
that cate resources to enhance their employees' skills and abilities tend to experience
reduced expenses related to hiring and staffing, as well as lower overall general and
administrative costs®®. Employees that undergo training aligned with their specific
individual or organizational objectives are anticipated to exhibit enhanced efficiency in
their work. Organizations should evaluate the favorable impact of training on employee

performance and view employee development as a strategic investment in enhancing the
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capabilities of workers. Specifically, organizations should prioritize training programs that
equip employees to become trainers of skills that can yield significant advantages for the
organization. This training encompasses a wide range of topics, including improving
employees' job performance and preparing them to take on leadership roles in lieu of their
supervisors. Furthermore, employees who assume the role of trainers may be more

motivated to remain with the firm, perhaps leading to a decrease in employee turnoyer®.

2.1.11.2 Types of Training OQ

There are various types of training the two major ones are: &
O
(1). on-the-job training, %
O
(ii). off-the-job training®. Q
Engaging in on-the-job training would enhance chuisition of job-specific skills and

information, hence augmenting the prolﬁ@l of fostering creativity®®. Recently hired
employees may undergo on—the!j%’ ining to familiarize themselves with job

expectations and acquire the e&@e(?skills for their new position®*,

On-the-job training en@%\ses the activities conducted within an individual's workplace
to cultivate job;s@;c knowledge and abilities necessary for employees to effectively
carry out t irge>gned tasks. It utilizes the standard tools, machinery, records, equipment,
infon‘n@% and abilities necessary for an individual to acquire in order to proficiently
carry\ﬁt their job. A colleague who possesses comprehensive expertise in a certain task
can instruct his other colleagues on that duty. However, in certain cases, an external trainer
may be required to provide on-the-job training when working with specialist equipment.
The primary objective of on-the-job training is to impart workplace skills and instill
workplace culture and performance expectations in the newly hired employee®®. On-the-job

training can enhance the likelihood of success for recent graduates during job interviews
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and enable them to effectively fulfill their assigned responsibilities. Additionally, it
provides increased chances for individuals lacking the requisite skills to be hired and

receive on-the-job training®’.

On-the-job training serves as a source of motivation for new employees, encouraging them
to engage in their work. Several research have indicated that individuals acquire
knowledge effectively when they learn through direct experience. The mq@y of

employee learning is primarily achieved through a meticulously crafted on-ttraining

program, which & includes:
* Coaching is a form of on-the-job training where learners a ned to a specific
supervisor who guides, evaluates, and offers feedback to theftrdinec.

* Mentoring: This entails a one-on-one engagement b@e; a more experienced employee

and a junior employee. It focuses on the developa&f one's mindset.

+ Job rotation refers to the practice of wng employees with training in various job

"N

assignments, allowing them to ac@dlv se job abilities.

+ Job instructional traini&g\*ﬁails the trainer providing the learner with detailed

instructions in a seque}bmanner.

[ ]
. Apprentices@his is a structured approach that combines classroom instruction with

hands-o ng, closely supervised and monitored.

Q
. Uh(study: This entails a subordinate acquiring knowledge and skills through firsthand
experience and observation under the guidance of a superior by actively participating in
daily operations®.
On-the-job training is given at the workplace, whereas off-the-job training is delivered
outside of the work environment. This minimizes work-related stress and dissatisfaction

while improving focus solely on learning. Off-the-job training refers to a specific sort of
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training that takes place at a location separate from the regular work environment for a
designated duration. Off-the-job training encompasses several methods such as lectures,

seminars, and cinematic role-playing®'.

2.1.11.3 Benefits of Training Q\

O
The training imparts knowledge to the employees for the proper execgﬁlwe programs
of the organization for the development of a profitable, adapt @ well and efficient
organization and productive and contented employees. I@%o improve employee
performance in the present Job®*. Training influences q@r. It provides employees with
skills that improve their performance. As performance improves, business
performance also expands. Training impro%%job knowledge and skills at all levels of

the organization and provides informatjen\for future needs *2.

N

Training is cost-saving. The Q&l of turnover is reduced due to employee training.

Investment in employ@pment lowers recruitment and staffing costs leading to an
er.

overall decrease in

Training leads te«dn increase in the quality of goods and services. As a result of potentially

and administrative cost®®.

fewer Q%kes, accuracy, effectiveness, good work, safety practices, and good customer
servic& can be anticipated®. An intelligent and well-trained workforce is central to both
productivity and the success of an organization as training enhances productivity and
quality of work®?. Training aids in developing leadership skills, motivation, loyalty, better
attitudes, and other aspects that successful workers and managers usually display. It helps

individuals make better decisions for effective problem-solving. It leads to improved
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profitability, customer valuation and or more positive attitudes towards profit orientation

and improves the morale of the workforce®*.

It helps to increase the morale, confidence, job satisfaction, and recognition of trainees
thereby moving a person towards personal goals while improving interaction skills. It also
provides trainees with an avenue for growth in his/her future careers Training helps to

reduce fear in attempting new challenges or risks and aids development for p,%otion

from within®%4, OQ

It also helps to reduce operational problems such as accidents, high fabour turnover, poor
customer service, waste, and maintenance costs. Well—tr% orkers need little
supervision — they need not be told what to do in eve ion®. Training introduces
employees to new ideas and techniques, improves tomer service and enhances the
image of the organization. Training helps orga;ils to meet needs for certain types of
skills without going out to recruit since @g improves the standard of performance,
. . ° . .
quality of workmanship, and morak&ﬁ‘\w kers, and helps to increase the production and

profits of the organization®* %3, é

A highly skilled and@%ated workforce is created when an organization conducts

training and fe\ ent programs and applies them. Training is used to get a
plate

distinguish%

perfor@ of employees and the performance desired. Employees who take part in

among rivals. Training reduces the difference between the current

training programs are highly functional and their performances are improved as compared
to those who show no or little interest in training and development programs. With the
changing world, employee satisfaction and expectancy are also changing. If the employees

are satisfied with their job in the company, they will make efforts to bring some innovation
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and creativity through good performance which will give the company significant

developments in these changing market conditions’.

Investing in training and development is necessary for any organization, which will
certainly realise a return on investment. Any business organisation that ignores this part of
human resource management is bound to face the consequences®. Investing in employee
training and education is important in today’s competitive marketplace. Companies that
fall behind in the development of their human resources are likely to @e\hind in
countless other ways as well. Changes occur very often in organizat'zwgyfasks, and in

§©

and develop new skills to cope and adapt to the chall of change. Workers are

erow in confidence

the way they are performed. Nowadays, managers need to help pe

necessary assets to an organization and should therefor@treated as human capital. The
implications of more investment in the employe%%ﬂd raise expectations from them in
terms of performance. Human resources .@tg\t the human factor in the organisation.
Their improved skills and behaviours&dead the organization to its competitive edge®.
The combined intelligence, sk@ga\@ expertise of employees give the organisation its
distinctive characteristics@\e human elements of the organization are those that are
capable of learning; sﬁgng for change, innovation, and creativity, which if properly
nurtured will és}%t e long-term survival of the organization. Manpower training and
develop re interrelated processes whose importance cannot be overemphasized in

stra\%gﬂuman resource management as this relates to a series of activities, an enterprise

needs to engage in to enhance the quality of its managerial capital®®
2.1.11.4. Factors Influencing the Effectiveness of Training

Several factors impact the efficacy of training. Management's opinion of training is a

crucial determinant of job training. Managers are responsible for creating a favorable
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environment for learning and training, devising effective training strategies, and overseeing
training situations®’. Valid training needs are another aspect that influences the
effectiveness of training. Training is necessary when there is a discrepancy between the
skills needed for a job and the skills currently possessed by an employee. Whether the
training will be applied to the job relies on the extent to which the training content,
objectives, and techniques are deemed necessary for effective training. If a training topic is
genuinely a training requirement, learners will demonstrate active partici % and a

willingness to acquire and apply the new subject matter in their profession&e}wronmentgg.

In order for training to be successful, a trainer must possess @y to communicate
proficiently, facilitate effectively to ensure the learners' goa@d expectations are fulfilled,
deliver material in a clear and compelling manner, and e the knowledge engaging. In
order to be effective, a trainer must provide a se@%nd captivating learning atmosphere,
ensuring that learners remain engaged a@fgng appropriate adjustments as needed’’.
Learning objectives are crucial .f\.&\suring effective training. Well-written and
unambiguous learning objectivegkc' tate the instructor in guiding discussions and aiding
students in comprehen(@heir expected tasks. Students who possess a clear
comprehension of %Qectations are more engaged and demonstrate a willingness to

exert effort ir< th%ﬁ

specific or achievements that learners are expected to demonstrate upon completion

uit of an objective. A learning objective must clearly define the

of the&fgram. In order for effectiveness to be determined, there needs to be a quantifiable

standard and specific performance requirements®s.

In order to undergo successful training, a learner needs possess both readiness and
willingness to acquire new skill. Adult learners are particularly renowned for their
inclination to inquire about the rationale behind acquiring knowledge. They consistently

display a strong desire to witness the instant advantages of utilizing the newly acquired
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abilities, resulting in heightened emotional commitment and degree of involvement. It is
necessary for them to maintain an emotional attachment to past experiences that are

relevant to new information®’.

Training refers to the deliberate and systematic process of modifying behavior through
learning events, activities, and programs. The ultimate goal of training is to enable trainees
to acquire the necessary information, skills, competencies, and abilities to e%ively
perform their work™. In order to facilitate the successful transmission @wledge,
learners must possess both the capacity and the drive to excel. It isﬁe il to provide
learners with ample opportunity to apply the training, and th% t comprehend the
advantages and credibility of the instruction. Learners musc@eive that a modification in

behavior will result in a highly regarded consequence or®1hancement in their job”’.

Organizations should prioritize the variables th%@rglce employee performance, as it is a
crucial component of an organization. Th loyee is a crucial element of the firm, and
its success or failure hinges on the‘p’é{g ance of the employees. Individuals employed
within an organization corztri&@% the formation of a workforce, which must possess
sufficient expertise to c\fully fulfill the objectives of the business. Training and
development pr.oﬂm are implemented to cultivate and enhance the skills of the

&lip them to function at a high level of proficiency’.

workforce,g
2.1@%re Costs

Employees are individuals who have willingly entered into a contractual agreement to
provide their services in exchange for compensation’!. Compensation in a service
agreement typically encompasses remuneration, such as wages, salary, commission, and
piece rates. Employee welfare in modern times encompasses the various initiatives

undertaken by employers to offer additional amenities and services to their employees, in
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addition to their regular compensation. Welfare facilities are crucial for the well-being of
the company since they have a direct impact on the efficiency of the workforce®®. Research
has shown that providing employee welfare benefits can increase employee engagement

and promote staff motivation and performance in many firms*,

Research has shown that implementing welfare practices can improve employee
performance, leading to the success of the firm. Welfare is defined as the en%rs to

ensure that the lives of employees are bearable. Employers provide a ranervices,

perks, and amenities to employees, enhancing their quality of life’?. %gdoyer has the
responsibility to create a favorable environment for the employe @xrry out their tasks.
It is essential for optimal health and strong morale. The cos@%passes the expenditures
borne by the employer for the provision of welfare amenities like as canteens, washing and
restroom facilities, drinking water, medical fac@(é recreational facilities, leave travel
facilities, and so on*°. The well-being of @s is a crucial element of human resource
management, as it plays a signiﬁcar@ in shaping their dedication towards achieving
goals in both private and public @&c@ organizations®’.

Dedicated employees are @ole to a business due to their helpful nature and higher
productivity compﬁﬁ employees that lack commitment!®’, Employee welfare

encompasses @

impact tl@sical and emotional well-being of employees. The success of a business is

tion and supervision of the work environment and factors that can

det@d by its productivity and profitability. Therefore, a business can be considered
successful if it prioritizes providing its employees with a favorable work environment,
healthcare benefits, sufficient food, and paid holidays*. Employees' welfare encompasses
all non-monetary benefits and initiatives undertaken by an organization to enhance the
well-being and convenience of its employees, outside their salaries'®'. Ensuring the well-

being of employees is crucial for maintaining their high morale and motivation, which in

63



turn promotes employee retention over an extended length of time!®?. The welfare
initiatives might take various forms. They can be expressed in either financial or non-
financial terms!®'. Employees' welfare encompasses the establishment or development of
healthcare facilities, as well as insurance coverage for workers and their families in the
event of accidents or illnesses. Employees currently associate good companies and jobs
with stable employment, competitive earnings, salary bonuses, favorable working
conditions, and the potential for comprehensive welfare and benefits. F aih@%@vide

these factors is likely to undermine their dedication to their responsibilitie&

Welfare practices refer to the systematic efforts made by ations to provide
employees with a sense of comfort and well-being. It is @known as the quantity of
social and intellectual practices or policies implementec@the firm to enhance employee
performance®. The following benefits have contr@% to increased employee engagement
in many firms, resulting in improved em@’bmotivation and performance'®!. Various
facilities, services, and amenities are @ed to enhance the well-being of the workforce.
Welfare policies have been four@é@ablish industrial relations and provide insurance for

workers, ensuring a safe@ing environment and protecting people from diseases,

unemployment, andggentsm. An individual who experiences happiness within their

team tends to@
high leve};@roductivity“.

Thv\&élfare programs were discovered to be advantageous for the families of the

rong dedication and concentration towards their work, resulting in

employees, offering them improved financial assistance despite their modest income. The
financial advantages granted also include post-retirement financial compensation for
employees. This facilitates employees to sustain long-term employment in these
organizations, resulting in an observed increase in their level of engagement. Companies

that offer limited benefits in terms of pension and healthcare services tend to have
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employees who are less committed and have greater rates of absenteeism. An employee is
more likely to experience job satisfaction when they are provided with a favorable working
environment and comprehensive health and safety measures in their firm. Employee

welfare is a fluid term that has the potential to enhance an organization's productivity*.

It is vital for employees to comprehend that they are encompassed by social welfare and
possess a legal entitlement to acquire a certain type of social assistance. These ad«ntages

should be distributed without any discrimination or injustice!®. Implemen@Q{nployee

welfare measures enhances organizational productivity, fosters motiw wand cultivates
positive relationships inside the organization. This, in turn, he preserve industrial
harmony and reduce staff turnover, resulting in longer empl retention!%2,

A well-managed and regulated workforce facilita@?rms in attaining their goals.
Employees who are sufficiently motivated rg&%f with company regulations and
procedures to ensure the efficient operat businesses. When employees experience
high levels of satisfaction and activ’@tribute to the productivity of the business, this
will have a favorable eft.‘ex@the financial performance of the organization. The
implementation of em @.\velfare practices can function as a catalyst for attaining a
predetermined 9@76. The management of an organization is making attempts to
address th d@s of their workforce in order to enhance their productive capability®S.
EmploQ Ifare practice is a strategic approach aimed at attaining organizational
objéﬁ/es while simultaneously meeting the needs of employees. There are effective
factors that inspire employees to enhance their performance, and welfare packages are seen
as a significant incentive for improved performance. It may take the form of supplementary
remuneration for employees. Employee welfare refers to the systematic recognition and
appreciation of employees' societal position, as well as the implementation of strategies to

enhance employee motivation and retention. The traditional objective of employee welfare
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services was primarily to mitigate absenteeism and sick leave. However, contemporary
workplace employee welfare encompasses a broader scope, encompassing all facets of

employee well-being, as well as personal and professional growth*.

Additionally, it manages many tasks such as maternity benefits, social insurance, gratuity,
pension, rehabilitation, family planning, employee child welfare, housing, and more. The
scope of this initiative encompasses the surveillance of working conditions, the
establishment of health infrastructure, the promotion of industrial harmon @grovision
of insurance packages, and collaboration on diverse services, facilitigs, ahd’amenities to

enhance the well-being of employees'%*. O
Welfare is distinct from employees' standard salaries, la'@%ancial advantages, and
group negotiations. Employee welfare is to enhance @cultivate highly efficient and
productive employees. It plays a crucial rob’b promoting social well-being by
harmonizing job, family responsibilities, @al interactions. The health of employees
is strongly correlated with their w erformance and the productivity of the firm.
Employers can enhance emp@qca\ well-being by implementing health protection
measures and offering co@%nsive medical benefits programs. Employees should have
the right to receive r &raﬁon for sick leave, which can be accrued and utilized in the
event of a sev r;&g&ss. While several firms permit this practice, others offer alternative
incentive;béunused sick leave, such as providing financial compensation to employees
whb\d/&ot utilize sick leave and granting additional remuneration for refraining from
using sick leave. The provision of welfare services has a direct impact on the productivity
and efficiency of a workforce, and the workforce itself has significant importance.
Providing proper care to employees can enhance a company's overall effectiveness.

Employers have the obligation to ensure the well-being of their employees®. Employee

wellbeing is essential since it enhances productivity and motivates employees to strive for
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company objectives. Given that employees serve as the catalysts for job performance, it is

imperative to prioritize the well-being of each individual®.

There is a discovered correlation between health and working productivity!®. Workplace
accidents can result in decreased production as wounded employees require time off to
recuperate, particularly when the injured employee has a crucial position within the
organization. In addition, other colleagues may be required to assume a&ional
responsibilities, resulting in heightened workloads and the possibility oiencing
burnout. It substantially increases the expenses for employers, resultin&&iﬁjor decrease
in organizational productivity!%. Sickness absence in affluent @ incurs significant
annual costs, excluding the additional expenses related to I@roductivity and healthcare

107

expenditures'®’. Due to the exorbitant expenses associated’ with hospitalization, surgical

procedures, and maternity care, it is necessary 6‘6«1 lish a Medical Insurance plan to
safeguard employees against these exp@@. This is a substantial advantage that
considerably facilitates staff retentio@a company. Medical Coverage encompasses a
wide range of services includ@caneral medical care, eye care, substance addiction
treatment, alcoholism trea@and mental disease treatment. Employers who offer health
insurance are beneficial/for several reasons. Consequently, employees who possess

medical insur@ ore inclined to experience job satisfaction'%.

Medical ance provides support to individuals who are unable to work due to illness,
hel;%gthem recuperate and eventually return to their job. Compensation is a strategic
approach aimed at enticing, retaining, and enhancing the productivity of personnel.
Employee compensation is a means of remunerating individuals by providing them with
more than just monetary remuneration. The objective is to motivate employees to increase
their efforts and contribute to the development of a competitive work environment.

Compensation management is to create and sustain a fair and balanced system for
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determining wages, salaries, and overall costs. It involves the distribution of profits,
management of payroll expenses, conducting compensation surveys, and other related
activities. An organization's compensation plan might have both monetary and non-
monetary significance. Given the significance of motivation in employee performance,
firms must develop comprehensive compensation schemes to ensure the well-being of their
employees!®. An effective remuneration system is crucial for acknowledging employees'
efforts, as it specifically targets the resolution of long-term concerns % the
evaluation and treatment of employees. Compensation mostly focuses on 'Qyn—monetary
advantages that employees receive in exchange for their work. Co@ion refers to any
concrete services and benefits that are received as a result.of being in an employment
relationship'%. It include remuneration, gratuities, ince, commissions, other types of
compensation, and insurance. Compensation is d as a means to allure and retain
personnel, encompassing all remuneratio; to an employee as stipulated in the
employee-employer contract. The tecl%k 1s intricate and necessitates meticulousness
.

and exactitude. Compensation i&ﬁ}lded to incentivize individuals to exhibit greater
determination in their wod&%pensation enables a business to meet the needs of its
employees in order Q?ieve efficiency, while also offering chances for employee
advancement“(:\\'\

Providing @f welfare packages fulfills the demands of the employees, resulting in job
sat%@ and dedication, which in turn leads to increased production. As productivity
rises, there is a corresponding gain in profit, market share, and dividends for shareholders.

As a result of these factors, organizational performance!®.

It is crucial to guarantee that all the grievances and requirements of employees are
adequately addressed. Employees are the foundation of every organization or firm, and

their production level is determined by their contentment!® An employee that is content
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with their work is more likely to be motivated, and a motivated employee tends to be
highly productive. Management must devise strategies to incentivize and gratify its
personnel through meticulously planned and methodical welfare programs in order to
attain a superior level of performance. Organizations should individually and jointly
determine the most effective ways to inspire their employees, as their contentment with

their work is crucial. These welfare packages can take various forms*. \

Individuals are driven by their expectations that taking a certain action wou@y result
in the attainment of a desired objective and a valuable incenti&hg%ulﬁlls their
requirements. Highly motivated individuals are characterize their well-defined
objectives and proactive approach in pursuing actions th %ﬁeve will lead to the
desired outcomes. The firm must ensure that it creates &Vironment that promotes high
levels of motivation by offering incentives 6%rewards for fulfilling work and
opportunities for learning and personal de\ nt®.

There is a perceived correlation betw@bor productivity and employee welfare benefits.
It is believed that a low standéca living, poor health, limited education, inadequate
housing, inefficient transp@n to and from work, and unfavorable working conditions
all contribute to a decr in worker productivity. Conversely, low productivity hinders
society's abil@ hance working conditions, particularly in terms of housing,
transpoﬂ%@ food, and healthcare, which could significantly boost worker productivity.

Eve\&m must choose the most effective method of enhancing production by

comprehending the incentives provided to employees through welfare packages'%® 10,

Organizational career development has an impact on employee satisfaction, which in turn
contributes to the improvement of organizational effectiveness. Implementing individual
career planning strategies can significantly enhance company performance. Employees

dedicate their whole range of abilities to their firm in order to advance their careers, and
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the company benefits from their endeavors. Employee retention is a significant obstacle for
companies, but, the task of keeping valuable employees can be accomplished through the

implementation of career development initiatives!!?.

2.1.12.1 Types of Employee Welfare Programmes

Employee welfare programs are numerous, differ from one organization to another and

have varying names. They have been summarized into five categories Q\

Additional leisure and income benefits < Q

Personal identification and participation benefits %

Employment security benefits Q

Health protection benefits ’bQ

(1). Additional leisure and income advantagsb%s category encompasses various benefits
such as a decrease in regular workin.g haid time off for holidays, paid breaks for rest,
designated time off for illness or L{Q}ath of a family member, and other similar benefits.
It is also feasible to negotia\@tra pay for the second and third consecutive paid holidays,
as well as for collatio\é&est periods. Employee perks in this category are associated
with employe '®olicy. All of these constitute compensation for hours not done.

However, theyway they measure things varies from one organization to another.

O

(i1) \Personal identification and participation benefits - This category encompasses
programs that foster relationships, housing and transformation initiatives, professional
services, financial support from the company, and food services. Managers often take the
initiative to establish rewards with the aim of fostering a sense of friendliness and personal

improvement among employees, ultimately benefiting the firm.

70



(iii)) Employee security benefits: This group encompasses severance compensation,
dismissal pay, unemployment insurance, and retagging. The primary purpose of these
benefits is to alleviate employees' concerns and worries over employment, job security,
and income stability. Employee benefits in this category are determined by policy and aim

to provide employees with a stable and predictable income from their labour.

(iv). Health and welfare benefits: This category includes remuneration for occ,g&ional
injuries, work-related illnesses, and other types of insurance schemes. @ers are

obligated to offer various benefits to protect the financial well-beinggfgbdr employees
and their department, which is a matter of policy®. %0

Also, it is believed that a worker will put in more ef% produce more goods and
services if he knows that he will be paid more for@e forts. This is however regular

among junior workers in the industry. A com of welfare benefits could however

positively affect labour productivity in the\}{@nmlog.

2.1.12.2 Consequences of Welfal@ﬁes on Workers' Performance

Over time, it has been n@% one policy a business may use to inspire employees,
improve performance,%ultimately boost the organization's creative potential is offering
competitive c@%a ion'®. Given the current state of the economy, the majority of
employers well aware that employee performance plays a critical role in deciding the
suctQ}%f their business and must be improved upon in order for it to compete favorably.
Conversely, employee performance within a business is critical to the organization's
expansion as well as the personal development of each employee. An organization has to
be aware of its best employees, or those who are working exceptionally well; it also needs
to know which employees require further training and which employees are not helping the

firm or organization reach its objectives. At every stage of employment, including

71



individual choices about promotions, work rotation, job enrichment, and so forth,
performance on the job can be assessed. Such an evaluation is predicated in certain
systems on methodical and objective standards, encompassing elements pertinent to the
individual's work performance. Therefore, the primary goal of performance evaluations is
to provide a precise assessment of an individual's level of accomplishment in carrying out
the task or job that has been assigned to them. A choice that will impact each en&loyee’s
future is made using this information. This indicates that an employee's shéQnings or
inadequacies in a particular work skill, area of expertise, or area where &(yragement is
needed can be found through a thorough performance review. Tho comings can be
addressed by giving the required incentives or by providin &training after they have

been discovered. Although management has frequent ed to boost productivity by

making such offers and has frequently credited psgd%%l increases to them, the belief that

a particular reward will stimulate an increa@o

2.1.12.3 Difficulties Discouraging ﬂf\' lementation of Employee's Welfare Package

uction has not always been replaced®.

Employees may be include.d i&%‘&)eneﬁt package planning process, thus it is crucial for
businesses to review t '®fare program and compare it to the age and status of their
workforce. This.vg&lp the company or organization achieve the objectives of improved
organizatiaglge}rmance and create a welfare package that will be very beneficial to the
worker&

IntNanizational inequity, shaky valence, erroneous contemptuous assumptions, and
poor benefit management are obstacles to the adoption of welfare programs for workers.
An employee is typically unmoved by an advantage that he is unaware of. One of the goals
driving management's attitude toward employee welfare programs is that they should view
fringe benefits as a gesture from their employers to which they should return the favor.

Employees however, believe their employers benefit far more from their labor than they do
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and are unaware of the welfare package's existence. Any incentive must be appealing to
potential receivers in order to inspire personnel; the intrinsic worth of a prize is irrelevant.
It is crucial to increase labor productivity through employee welfare programs for the
benefit of management, the workforce, and society at large. Nevertheless, some
organizations' management takes advantage of employees' ignorance of welfare benefits at

work by refusing to adopt these kinds of programs?. \

Welfare programs may be dispersed disproportionately between su rs and
subordinates, or between senior and junior employees. This fails &e ity theory of
motivation test, which argues that welfare benefits should be awa c@ o staff members in
proportion to their level of involvement into the company i@ier to motivate them to put
in more effort. Notably, seniority and occupational leve@ot equate to more input. This
implies that if the welfare package is allocated ac@ g to seniority, the concept of equity
must have been disregarded, and employ@fbdissatisfaction will persist'®. Employees
may become frustrated when beneﬁtx\\' poorly managed or when the majority of their
desired benefits are mishandle@fﬁ% mishandling may be the result of the dispensing
officer's dubious charact%\%beneﬁts that should be granted to employees as legal
entitlements are oc @ally treated as privileges. An excellent illustration that is
especially rel@%&&%n

non-prod@ employees. While many senior production department employees are not

is time is the distribution of official cars among production and

allo\\e)gb use government automobiles, their non-production administration department

counterparts have access to plenty of them?® 1%,
2.1.12.4 Factors That Give Rise to Employees' Low Productivity

Low productivity can be caused by technological, sociological, managerial, or economic

issues.
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1). Economic factor: This typically occurs when an organization does not place a high
priority on its employee incentive program or when there is no connection between an
employee's efforts and their compensation. An employee will inevitably become less
productive when he sees a significant and persistent discrepancy between his efforts and

the compensation he receives.

i1). Sociological factor: Workers value their worth and will always be gratefu&r the
opportunity to feel a part of the company they work for. However, it mus@ted that
treating people like a mere expense of production will be a bad ircgiﬂ!tance. They
become reluctant to give it their all as a result. It is undeniabl @a large number of
employees, both public and private, lack a sense of belo@%ork and, as a result,
seem disconnected from the actual production process.@ght of this exchange, all they
can do is pretend to be sincere in their commitm@t e organization's goals in an effort
to avoid losing their employment. In a ric\\@when workers believe they are not being
sufficiently acknowledged for their.q&utions, they are less likely to have a complete
impact or show their whole dev%&p\

iii). Management factor: &%mloyee can ever be persuaded to boost productivity by

ineffective and ﬁ sible management. Furthermore, indolent organizational
o

[ )
administrator* fre

who sup nd tolerates subpar performance from their staff—where high standards are

y employ indolent employees. Since it is believed that a manager

exp%&is inadvertently fostering low productivity, managerial effects play a significant
role in enhancing employees' potential for productivity. As a result, managers who are

moral, creative, emotionally healthy, and equitable could discourage low output.

iv). Technological component: This factor refers to an organization's incapacity to stay
abreast of inventions and bring fresh concepts into the workforce during the technological

revolution, when production has reached supersonic levels. Employees need to be
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knowledgeable to avoid being outdated. As a result, companies need to adapt constantly to
stay up to date with the technology that power their business. This is required because the
goal of raising output needs to be backed by suitable technology that can both meet and
exceed such aspirations in terms of quantity and quality. If the organization wants to

continue being productive, the human capital department must take the lead in any training

and development aimed at updating performance expertise®. \
2.1.12.5 Means of Improving Productivity of Employees. OQ
Several actions have been found to increase productivity, &

(1) Implement productivity metrics for every department in the%yany. For the purpose

of administering and regulating activities, accurate meas@ is essential.

(i) Examine the organization's overall structure E@nine which processes are crucial.
(iii)) Apply the analysis of the bottleneo@ation. The concept recognizes that the
system is fed by multiple operations, @ need to be queued up. Where the output rate at

the bottleneck and the output méﬁ the activities feeding it are equal, improving the

bottleneck will promote hi @roductlwty

(1v).Outline strategi %fo increasing productivity. Worker ideas (from teams, engineers,
a

and managers@

) L@% into how other businesses raised output to create a benchmark.

so be beneficial.

(Vi).\Egtablish realistic objectives for development. To win people over and promote
increased productivity, be sure your goals are clear. Take into account incentives to

recognize contributions, track progress, and make them public.
(vii) Don't confuse efficiency with productivity.

2.1.12.6. Gains of Employee's Welfare Package
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The goal of the welfare program is to provide the corporate organization with a productive,
healthy, devoted, and contented workforce. These amentities are offered to employees in an
effort to improve their working conditions and level of living. Welfare programs give
workers better physical and mental health. Thus, this encourages a wholesome workplace.
Employee welfare programs improve an organization's productivity and foster positive
working relationships, which foster a calm workplace atmosphere. To raise the standard of
living for workers' families, medical benefits, housing programs, educational unities,
and recreational resources are provided. Thus, employees are able tong hard and
become more productive. Employee productivity is impacted by aization's general
and motivating packages. In light of this, it is imperative to Gte at motivated employees
are content employees, and content employees are pr@lve and efficient employees.
Thus, an organization's productivity level ma bb%pacted by its employee welfare
program. ’b
\®

Since employee welfare encompasses >nge of services, benefits, and facilities that
employers offer to their workforc&ég\elp them live better lives, it has the power to alter
the perception of the compa@%though it may result in higher costs for the company,
employee wellness beh@ he company in many ways. Investing in staff members yields
increased loya(&/deuctivity1 09,

Improving 6hves of the working class will make workers better employees and happier
citi@/&ich is the main goal of the employee welfare package. Employee welfare
programs help retain employees' motivation and strong morale so that they can work for
extended periods of time. It also entails keeping an eye on working conditions and
fostering industrial harmony through the provision of health, unemployment, and accident
insurance, as well as infrastructure for industrial relations and workers' families. As a result

of employee commitment, an organization creates the ideal environment for all of its
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members to work hard every day, be dedicated to its objectives and core values, and feel
more motivated to contribute to its success overall. There are two aspects to labor welfare:
the good and the negative. On the negative side, it is concerned with counteracting the
harmful result of large industrialization on the personal family and social life of the worker,
while on the other and positive side, it takes care of the provision of opportunities for the

workers and their families for a socially and personally good life®.

2.2 Theoretical Framework QQ

Monetary theories often used to support research on human resourc¢s“accounting include
Human capital theory, Resource-based theory, and dynamic 0@ ies theory. But, for

the sake of this study, human capital theory is adopted as hor.

2.2.1 Human Capital Theory be

Human capital was first introduced by the\@entury Scottish Economist, Adam Smith
as an improvement in human caqu%@hat is necessary for productivity. The human
capital theory was re-introduced @eodore Schultz in 1961. But, in 1964, the human

capital theory was extensi@veloped by Gary Becker!!.

Becker highlighted %ﬁ imilarity between what we normally consider capital and human
te

capital. He hi@‘h

lines prq% a yield — they are an investment that produces further income, and this

that traditional ‘capital’ such as stocks, steel plants, or assembly

prirMe could also be utilised for human capital such as education or on-the-job training.
Both increase the economic output of the individual so act similarly to a new steel plant.
So, the more education an individual has, the more they can produce an earning, thereby

increasing their worth to the firm!!2.

The theory of human capital suggests the improvement of human productivity and

efficiency through education and training; the proponents believed that education and
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111,113

training were investments that could add to productivity . The theory asserts that skills,

experience, and knowledge add economic value to the organisation since they enable the

human capital to be productive and adaptable!'

. Human capital refers to the educational
attainment, knowledge, experience, and skills of an employee®'. It is the economic benefit
of a worker’s experience and skills or the productive capabilities of people. It is believed
that companies with high human capital funding in terms of training, salary and other
benefits are likely to perform better than their contemporaries”. H %pital
encompasses assets like health, education, training, intelligence skills, lo@ punctuality

and the like that employers can value. It is an intangible asset not listed on a

company’s balance sheet!'. Q

The human capital theory also contemplates factors suc medical care, migration, and
information on prices, as human capital. The r@%ng for such is that goods such as
healthcare can prolong life or reduce the %@ sickness, thereby allowing the recipient
more time to work. For instance, an @ that may last a week could be reduced to only
one day through antibiotics. Tha%{car additional workdays gained, thereby increasing the

A

economic output achieved'}

The Human capitg{%x)ry assumes that education is important to improve the productivity
[ ]

of a pop ati@ suggests that education increases the productivity and efficiency

capacité mployees by increasing the level of cognitive stock of economically

probvﬂve human capability that is, the natural abilities and investment in human being!!>.

Human capital refers to the skills and expertise that allow the individual to do their task
more productively, this includes education, experience, and judgement. It helps workers to
be more productive which in turn, helps increase economic output and the overall well-

being of a nation. Human capital is neither visible nor is its value quantifiable nevertheless,
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it is necessary for a business's long-term success. For instance, computing skills are classed
as part of human capital because a worker who has never used a computer before is
unlikely to be as efficient in an office job as someone who has. So, a business may want to

invest in bringing such a worker up to speed with the necessary training''2.

The theorists believed that different levels of education and training contribute to different
levels of wages and salaries. The more knowledge, skills, and ability the more lik%o get
a better job. The theory argues that organisations invest in human capital hysical
means of production through education, training, and health!!¢, Hum«gdrce theorists
emphasize that an educated population is a productive populatio% the proponents see

formal education as an investment in human capital wh@is equal to or even more

necessary than physical capital'!’. QQ

Although Human capital theory has its positive s@%t is not without critique. The theory
of human capital has been criticised by m@eople who work in education and training.
The theory was criticised for legiglx;\&m bourgeois individualism, which was seen as
selfish and exploitative. Th.e b& is class of people comprised those of the middle class
who were believed to \hose of the working class. The theory was also believed to

blame people for g&efects that happened in the system and for making capitalists out of

workers! 14; Q

Some %mists disagree that human capital directly increases productivity. It was argued
that human capital should not be considered as a factor of production since it only acted as
a pointer to talent and ability; real productivity comes later through training, motivation,

and capital equipment!'®.

Human capital theory assumes greater education will always bring about higher income.

Although this has been supported by some studies, the theory is not comprehensive. While
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higher education can lead to higher levels of income it is not the only variable in the
equation. Human capital theory considers factors such as health, skills, and experience, yet
it does not consider other factors such as the role of status, network, or societal
infrastructure. Even though a greater level of academic education may result in higher
wages, it may still be below the potential wage an individual could receive!!2.Some studies
that claim to find a link between income and productivity did so by using circular logic that
when we restrict ourselves to the objective measurement of productivity, % that

individual productivity differences are too small to account for leyels, of income

inequality'"°. 0

Modern economists however seem to agree that education @nealth play important roles
in improving human capital which in turn increases thegnomic outputs of a nation. In
the new global economy, investing in hard tan@assets may not be as important as
investing in human capital. The theorist@at people and education are vital to a
nation's economic success. Educatior&&recently been re-theorized under human capital
theory as an economic device. Q’&ca\en as the main important determinant of economic

performance*’. The hum@tal theory emphasizes the importance of education and

training to the ne@al economy, and in support of the human capital theory,
organization (f &p\ﬂ

organiza@f economic cooperation and development countries increase more directly
0

ic cooperation and development argued that overall economic

basé@fheir knowledge stock and their learning capabilities.
Some research also supports human capital theory based on the following arguments that

i. The new generation must be given the appropriate parts of the knowledge already

gathered by the previous generation
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ii. New generations need to be enlightened on how already acquired knowledge can be

used to develop new products, processes methods, and services.

iii There is the need to support people to develop purely new ideas, products, processes,
and methods. Modern economists, in addition, agreed that not the capital nor material
resources of a nation that determine the character and pace of its economic and social
development but its human resources’®. Recent research supports the fact tha%lman
capital is a key contributor to productivity, that is employees with more @Qﬁon and

skills tend to produce more output!%’., &

Human capital is related to economic growth since inv tends to enhance

capital investment such as equipment, the investment 4@ human capital'?!.

productivity. The process of educating a workforce is a ) investment, but instead of

6’6
2.2.2 Resource-Based Theory \be

This theory was proposed by Birger, \@rfelt in 1984 and was later developed by Jay B.
Barney and other scholars in 199{@ The theory states that competitive advantage is a
function of the strategic f@es and capability of the firm'?*. Value, rarity, imperfect
imitability, and lack (@)stitutability were listed as the four characteristics of strategic
resources thatQ.:n:\%w rise to firms’ competitive advantage'?®. The resource-based view
sees resour@as a link to superior firm performance. If a resource displays valuable, rare,
imit\b; , non-substitutable attributes, the resource enables the firm to obtain and sustain

competitive advantage!%S.

1. Valuable —Strategic resources and capabilities are termed as valuable if they are costly
and allow an organization to exploit opportunities and counter threats thereby enabling the
organization to meet the needs in its environment essential to improving its efficiency and

effectiveness.
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it Rarity- This characteristic relates to the number of competitors that possess the valuable
resource. If a reasonable number of competitors possess a valuable resource, then it may

not be a source of competitive advantage.

iii. Imitability: This pertains to the likelihood of competitors imitating a valuable and rare
resource possessed by an organization. Some resources are protected by copyrights and

trademarks that prevent them from being imitated!?’. \

iv. Non-substitutable: This is when rival companies do not have altemeans of

gaining the benefits that a resource produces'?®,. &

The core concept within the Resource-Based View is strat resources which are
distinguished from general resources like cash due to tl@ ssion of specific attributes

resources include patented technology, a uniq anizational culture, and a strong brand

such as valuable, rare, inimitable, and non—substi;ut;&%ﬁssets that can represent strategic

name. Firms that possess such can t@: advantage to enjoy sustained competitive

advantages above competitors and’&g‘a&e profitability level'?.

Resource-based view pro@ts believe that it is more reasonable to utilize external

opportunities using ex resources in a new way than trying to acquire new skills for
. ® ﬁ .

each dlfferenQp/Q ity. In the Resource-Based View model, resources possess an
important in helping companies achieve higher organizational performance!?.
The\ﬂwgry suggested two types of resources in an organization:

1. Tangible Assets - Tangible assets include assets like land, machinery, buildings
equipment, and capital'*’. Tangible assets are physical resources that can easily be bought
in the market so they confer little advantage to the companies in the long run because rivals

can soon acquire identical assets!?S.
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ii Intangible Assets- Intangible assets are everything else that does not physically exist but
can still be possessed by the company. Intangible assets of a company include brand
reputation, trademarks, and intellectual property!*’. They are not physical assets, but the
organization possesses them. They include goodwill and intellectual property. In contrast
to physical resources, brand reputation is built over a long time and is anything that other
companies cannot buy from the market. Intangible resources usually stay within a

N\
(O

The proponents of the Resource-based view argue that for resource& potential as

company and are the main source of sustainable competitive advantage'?®.

sources of sustainable competitive advantage, they should be v , rare, imperfectly
imitable, and not substitutable!3!. The importance of acq@g and utilizing intangible

resources has been stressed since they are difficult to im@and substitute!32,
Assumptions of the Resource-based theory are t ey are

1. All the resources of the organization s }d %e heterogeneous, that is vary in capabilities
[ ]

and skills from one organization &ot er. Therefore, Resource-based theory assumes

that companies achieve a titive advantage by using their different bundles of

resources. The skills,@ities, and other resources that organizations possess differ

from one comEan\K'Afnother, if business organizations possess the same combination of

resources, 1@

il. 2@& resources of the organization should be immobile. This suggests that such

1d not employ different strategies to surpass each other'?®.

resources cannot move from one organization to another in the short run, so, it is not easy
for an organization to copy similar strategies used by their rivals and implement them.

Such resources are intangible assets like brand equity.
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This immobility makes it difficult for companies to replicate rivals’ resources and
implement the same strategies. Brand equity, knowledge, processes, and intellectual

property are examples of Intangible resources that are immobile.
The theory is however not without critiques which are as follows

Resource-based theory holds that sustained competitive advantage can be achieved more
easily by engaging internal rather than external factors. This may be right to s xtent,
but there is no specific method of strategic management that is more im@ he best

method is to combine both external and internal factors to achieve af&{stam competitive

advantage. %

Resource-Based View presumes a sustained compet1

ad antage can be reached if
resources meet the valuable, rare, imitability an nP& stitutable criteria. However, in a

rapidly changing environment, the competitive tages will be interim,

\O

Resource-based view is based on the &w,ity of firms and composing a similar sample is
hard or even impossible resultin égﬂhe inability to do an empirical study on measuring

performance.

Furthermore, the Re & based view focuses on the internal organization of a firm and
does not cons@cternal factors such as the demand side of the market. This might mean
that evenry irm has the resources and the capabilities to gain a competitive advantage,
ther y be no demand, because the model does not consider the customer, and perhaps

should not be used exclusively in planning!'3°
2.2.3 Dynamic Capabilities Theory

The notion of dynamic capabilities was initiated by Teece, Pisano and Shuen in 1990,

issued in 1994 and amplified in 1997'33, In the explanation of the proponents, it was

84



described as the firm’s ability to absorb, strengthen, and renew internal and external

competencies to deal with rapidly transforming environments'3*

The efforts to explain the dissimilarities in the performance of companies within the same
industries have been a reason to explore the theory of dynamic capabilities proposed by
Teece, Pisano and Shuen. The theory’s proponents examined the capabilities that are
involved in reshaping the resource base to adjust to changing settings. So, the %amic
Capabilities approach focuses on the organisation from both the intemaI{/@Qtive and

the external perspective to fit into a dynamically changing environmeng>.

The theory of dynamic capabilities presumes that an organiza(@rrent resources and
capabilities may be fit to the current environmental condi and not likely be relevant
under future conditions. Adjustment in technologie‘ policies, and tastes requires a
continuous change of needs and wants. It i}b®rgore necessary for organisations to
prepare to respond to the changes. It is ess\\ﬂQ for organisations to continually sense new
opportunities and transform their cé? ilities as required to grab new opportunities. The
theory believes that the .c@?\ive advantage of firms originates from dynamic
capabilities embedded 1 @—performance routines functioning in the firm, enclosed in
the firm’s proce.ssse&ld determined by its history !¢, The theory agrees that core or basic
competencies @d be used to change or create short-term competitive positions that can

be used d or develop longer-term competitive advantage'34.

Dynamic capabilities theory is an add-on to resource-based theory!3’. Resource-based view
is regarded as static in nature and inadequate to explain the competitive advantage of the
firm in changing market settings and firms in similar industries perform differently because
they have different kinds of resources and capabilities'3®. An organizational capability

relates to the capacity of an organization to utilize organizational resources successfully
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and adopt a set of tasks to attain organizational objectives'*®. While the process of
maintaining competitive advantage is limitless and dynamic, the resource-based view of
the firm is looking at the unique, rare, and imitable resources that the firm has that create
competitive advantage and firm growth. It has therefore been proposed by scholars that for
the firm to remain competitive in the market, the firm needs to develop specific capabilities
and incessant learning. The lack of dynamic capabilities will hinder the firmm from

maintaining its competitive advantage, especially in the unstable environmen&Q

Organizational capabilities are of two types. One is operational, or &dl&# capabilities
which assists firms in converting inputs to outputs. However, t abilities are fixed

and cannot change on their own unless they are acted by oth@pa ilities'4,

Dynamic capabilities are organizational abilities tha@ ;ccommodate alterations in the

environment and from within the organizationl%.b:

The resource-based view of the firm s é\e?sustainable advantage while the dynamic
capability focuses more on c@uﬁe survival in addressing rapidly changing
contemporary business condQL@Dynamic capabilities and ordinary capabilities are both
organisational capabi%%hey are connected but have distinctive qualities. Dynamic
capabilities are al%(@sused in multiple forms. It emphasises the ability to react adequately

and timely%eg!*nal changes with the use of a combination of or multiple capabilities'!.

Com{/%ve advantage refers to the capability of a company to exceed its competitors as
regards superior products and services. Competitiveness has been described as a state of
addressing dynamism in the external environment and consistently providing products that
are better than the products offered by other firms within the industry. Engaging the
strategic capabilities of organisations effectively and efficiently is believed to assist the

142

organisations in achieving competitive advantage'*“. Both theories presume that valuable,
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rare and hard-to-imitate or substitute resources and capabilities are the premises for a
firm’s competitive advantage. The resource-based theory of the firm is however of the
opinion that these strategic resources could lead to sustained competitive advantage while
the dynamic capability theory presumes that the value of strategic resources will erode
over time as competition catches up. The only competitive advantage that will last over
time is the ability to develop, re-configure and divest the firm’s capabilities in @ more
effective way than its competitors'*. Resource-based view explains the fi Q‘pe itive
advantage through the uniqueness, rare and imitable resources that the ﬁ@roduces that
lead to the growth of the firm. This is however a limitation, esl in the fast and
unstable market settings. Alternatively, the theory of dynamie.capability describes the firm
competitive advantage from the point of view of a dyn@and fast-moving environment
and has received much attention from scholar s@s introduction'®®, For a dynamic
capability to achieve the expected beneﬁt\%%r vide a basis for building a sustainable
competitive advantage, it must be prop%krgeted and implemented, which indicates the

importance of the dynamic capabi@ocessm.

Q

The resource-based View& well-known theory in research, but it is not without

limitations, especia@escribing the dynamic development process'*®. For a firm to be

constantly rel@

unpredicnvironment”“. As a result of the changing and rapidly developing business

e market, the firm needs to be proactive towards the dynamic and

nat ,z/is important to adapt to the changing environment by looking at a dynamic

perspective. So, the dynamic capabilities justify the firm competitive advantage in the

dynamic environment '3,

The idea of Dynamic Capabilities postulates that the competitive advantage emanates from

the firm’s ability to handle its internal capabilities and resources in the face of a rapid and

145

unforeseeable change Dynamic capabilities enable organizations to immediately
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respond in new and declining situations. They have been described as the heart of a firm’s
strategy and value creation'*, These support the company’s capacity to blend, transform,

renew, and rebuild its competencies and resources'*

. They sustain the performance of
organisations during turbulent times'¥’. So, an organization needs to exploit new resources

and at the same time renew existing capabilities and resources to respond to changing

market conditions and maintain an edge in the market'*8, \

Three of that kinds of dynamic capabilities regarded as important at the ind@ vel are,
absorptive, adaptive, and innovative capabilities to compete with V&&Jnd maintain
competitive advantage'*> %, Absorptive capability connotes ility of a firm to
identify, acquire and apply external knowledge to the adva%e firm. It is a function
of a firm’s existing stock of knowledge which can be res@to products and processes of a
firm. Absorptiveness implies integration of exte%’lb'm ormation into the knowledge base

of the firm'*’. This can further be diyi nto knowledge acquisition, knowledge

absorption, knowledge transfer, and.k)&dge exploitation'#.

Adaptive capability relates .to @yabﬂity of a firm to rapidly coordinate and reconfigure
resources in response%@nticipated environmental development while keeping the
previous level ggﬁormance to maintain competitive advantage!'*?. It relates to the
capacity o a@nization to recognise opportunities emerging in the market and grab
them to the resources and capabilities of a firm more aligned with environmental
cha&e{’“. Innovative capability on the other hand relates to the capacity of a firm to bring
new products and services to the market or to enter new markets, by adjusting strategic

orientation with organizational processes leading to competitive advantage'#2.

All companies struggle to build the internal capabilities that afford them a competitive

advantage. Ordinary capabilities are the routines or standard operating procedures that an
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organization employs to sell the same product, on the same level, to the same customers.
Ordinary capabilities can be taught and can be easily copied by competitors. Dynamic
capabilities, on the other hand, tend to extend, alter, or create ordinary capabilities.
Dynamic capabilities tend to change the product, the production process, the scale, or the
customers served. It is however important for companies to understand the difference
between ordinary capabilities and dynamic capabilities to sustain that competitive gdge'®.
Capabilities deal with how a firm optimises and adjusts to environmental ch %nake
a competitive advantage. It reflects an organisation's capability to assess c&nﬁes in market
trends and at the same time share resources. Competitive advanta e@efore believed to
=

stem from competitive behaviour and relies on strategic reseurces, and capabilities owned

and controlled by a firm!'32. Q

The development of dynamic capabilities relies @se three major activities — sensing,

seizing, and transforming!>?. @

Sensing capability means the cap’e@ firms to constantly scan, spot, and explore
opportunities within technqkﬂ@&‘d markets mainly outside the firm!>* 13° In a rapidly
changing environment, \formation and knowledge can create avenues for new things.
Sensing involve.s 1 tment in research and development. Research activities are believed
to promot a(@y\’s knowledge!*®. Seizing activities involve employing resources to
acquire from new opportunities while transforming activities involve renewing

corw processes and maintaining their relevance to consumers!'#> 133,

The above-mentioned activities are three managerial operations that can assist in the
continuous renewal of the firm’s capacity or make a capacity dynamic'¥. Dynamic
capabilities include the sensing, seizing, and transforming capabilities that are needed to

design, implement, and innovate the business model'®.
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Firms must adjust quickly and accurately to modifications in the marketplace or changes in
technology. Dynamic capabilities are the routines and processes that assist companies in
transforming and evolving themselves with whatever situation. Developing dynamic
capabilities goes beyond ordinary strategic capabilities, they place the firm in a good
position to achieve a long-lasting competitive advantage. Firms that take the time to
develop and sharpen their sensing, seizing, and transforming capabilities will discoyer that

N\
O

Another "dynamic capabilities" idea is co-specialization'*!. Over timeﬁl s assets may

they are better able to innovate and create new business models'#3.

become uniquely valuable in combination, that is, co-specialize @ Having developed
together over time, the physical assets, human assets, @intellectual property of a

company are more reasonable in a mix than singly ar@ve a sustainable competitive

advantage'4!. b’b

This indicates that in an optimal conﬁgu&@of assets, the whole is more valuable than
the sum of the parts'>®. The presenc’oéﬁl erlying trade-offs between types and levels of
dynamic capabilities leads Ps&@% the traditional need to make choices among different
strategies. Dynamic c%@s do not allow companies to effectively satisfy all potential
customer needs.ig&)ossible states of the world !*7. The dynamic capabilities approach
emphasize th@ortance of capabilities in responding to changes in the environment, it
is howe t without criticism. Dynamic capabilities are essential in resource allocation,
but}M high-velocity setting, their role in creating an organization’s adaptability is not
critical. The discussion on the essence of dynamic capabilities and their participation in

strategic adaptation capabilities is still open'?>.

Also, like any other strategic choice, building a particular dynamic capability involves

trade-offs with another type of dynamic capability and with lower-level capabilities. So,
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companies must note that whichever capability they choose will have inherent limitations.
Also, a dynamic capability cannot solve all problems at a time'>’. Several scholars think
that the dynamic capability theory is vague and tautological. This is an important issue.
The theory is admitted being very useful when addressing how to respond to the business-
changing environment but refuses to describe how. Also, the capabilities of the theory are
difficult to identify, and, in some instances, core capability can lead to core rigidity.

*frther

Therefore, the use of the theory in its current state is difficult without being @

specify, develop, and identify those capabilities'*!. < )

N

Some Dynamic capabilities researchers believe dynamic capabiliti n be derived from
learning processes: the accumulation of experience, the art@tion of knowledge and the
codification of knowledge, and that they relate to speciﬁ& identifiable processes related
to the integration, reconfiguration, acquisition@% release of resources'*. Dynamic
capabilities have also been perceived t@nﬂexibility in capabilities, and how to
utilize and make use of the knowh@ Some researchers even agreed that dynamic
capabilities can explain how ﬁ@&c@\pond to change, especially from the environmental
context. Apart from that, @e different dynamic capabilities of the firm can influence
the performance ha§ dentified by some studies, and they have stated that even small

differences in Qn%ﬂ

firm per ce. From an international business perspective, it was discovered that the

capabilities between the firm, can significantly create divergence in

use@namic capabilities can increase firm expansion in the international market and

simultaneously increase firm performance!3®.

The theory of dynamic capability has been used elaborately to discuss the competitive
advantage in a dynamic setting, particularly in international business. When the firm
decides to expand the business outside the home country, the firm needs to be adaptable to

the changes and willing to make a change for the sustainability of the firm. Hence, this is
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where the theory of dynamic capabilities comes into the picture in explaining the dynamic

environment in international business'#’.

Dynamic capabilities enable the development of strategies for senior managers of
successful companies to adjust to dynamic changes while maintaining minimum capability

standards to ensure competitive survival'4!,

Dynamic capabilities, in addition to strategy, allow firms to transform and se ﬁ&etegic
objectives. Incumbent firms across industries, thereby building their dyn pabilities
to achieve digital business model innovation or digital transformati &hey modify their
internal and external resources to meet emerging technologi pond to switching
consumer behaviours, and exceed competitors. Investing i @mic capabilities will bring
about long-lasting value for a company, the in@ or types of transformation
notwithstanding. The dynamic capabilities work assists leaders in thinking
strategically about the future of their o&@ations and identifying, strengthening, and
incorporating into business modelsé@c investments, and long-term strategic visions.
Capabilities allow firms t? &@ﬁ promptly to changes in the external environment.
Developing and buildi @mic capabilities enable firms to transform and extend their
competitive adv.a@ Criticism of the ambiguity of the definition and the complexity of
the const ct@‘ dynamic capabilities is countered not only by broad theoretical
consider: , but also by a differentiated research approach to the issue of dynamic
capa}ﬂ'{ties, and a conclusion has emerged that dynamic capabilities enable the creation of
new, exceptional, valuable and difficult to follow configurations of resources and

organizational changes, to which an organization has a chance to adapt to changing

operating conditions'*®.
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In addition, the direct relationship between firm performance and dynamic capabilities has
been identified. It has also been emphasized that if the firm has no dynamic capability in
the changing setting, the superiority and survival of the firm will remain temporary. This
agrees with the ideas of the proponents of dynamic capabilities theory that the
development of dynamic capabilities helps to identify the origins of a firm’s competitive
advantage at the enterprise level, which can be ascertained by the firm success or failure.
The issue of developing dynamic capabilities has been considered nece Qbe ause
developing and embedding dynamic capabilities in a company’s manag&nﬁné processes

can identify and prevent harmful forms of path dependence, avoid @a es, and maintain

levels of competence building and organizational change@ ate in terms of market

evolution or management'?>, Q

It has been discovered that some firms whi@er gathered a series of priceless

technology assets need functional capa\@o exploit them. A firm’s competitive

advantage may be eroded over a.gﬂ Some factors result in the diminishment of

competitive advantage. The two@f& causes are:

Replicability due t(%@ansion of the organization internally
Imitability due\ﬁ&)lication by the competitors

Firms in t@ontemporary time need to be fast, flexible, and innovative in addressing
tech%%cal and market changes. They must reinvent themselves and grow through
transformation. Dynamic capabilities are the specific capabilities that assist firms to adhere
to rapidly changing environments and hold on to their competitive advantage. They are
essential to a firm’s long-term success. Strategists consider dynamic capabilities to be the

key to competitive advantage'*.

2.3 Review of Empirical Studies
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Accounting for an organization's human resources falls within the purview of human
resources accounting. It is important to take into account its connection to the financial

performance, just like with other assets.

A study looked at how traditional human asset management affected net profit. It
ascertained the impact of human resources capitalization on a company's earnings as well
as its influence on share values. The study used a survey research design, % 100
employees of particular companies in the Central Senatorial District of Ote were
purposefully given a well-structured questionnaire. ANOVA and reg singnalysis were
used to gather and examine the data. The findings showed t @)wing for creative
accounting, not having accounting standards to support th ﬁal approach to human
resources, and bias in financial reporting are all indicat& how the traditional approach
to human resources affects net profit. Additional tlbvas discovered that a firm's network

is greatly impacted by enhancing inves@[, making it simple to estimate future

prospective earnings, participating i apital formation decision-making process, and

maintaining a sustainable equity@s' on. Furthermore, it demonstrates how a firm's share

price has been greatly im@\% by growth, expansion, and increased profitability. As a

result, the study cam @e conclusion that some of the significant effects that capitalizing

human resour<es\a a company's share price are increases in profitability, firm size,
and grow, also suggested educating financial statement preparers and users to improve

theiqgélal statement's reporting of human resources costs®.

Another study looked at the impact of human resource accounting procedures on the
financial performance of listed industrial companies in Nigeria, both in the short and long
term. Out of the 63 quoted manufacturing businesses on the Nigerian stock exchange as of
2015, a random sample of 37 was chosen. The study made use of secondary data that was

taken from the sampled companies' 16-year financial statements. The results showed a
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positive significant relationship between human resource accounting practices and the
financial performance of the selected companies in both the short and long term, leading to
the conclusion that these practices have a positive impact on the financial performance of

Nigerian quoted manufacturing companies*.

Another investigation was carried out to find out how Human Resources Accounting
affected the performance of Nigerian businesses. The results demonstrate a po% and
significant impact of gross staff costs and training and development @, on the
performance of oil and gas firms in Nigeria. These findings were obt& h the use of
secondary data gathered from ten purposefully selected annua s of oil and gas
companies from 2012 to 2016. On the other hand, the @ ound no evidence of a

substantial correlation between organizational perfc@we and health and safety

expenses!. b’b

A study looked at the factors that co?@ted to the absence of human resources
accounting from the statement of 1«?@1 condition of businesses listed on the Ghana
Stock Exchange. Accordirig @' study, human resources are a crucial asset for any
company, even though @e not shown in the financial statements. The study looked at
the connection.l%e&%ﬁn accounting for human resources and business performance.
Primary a s@ary data were utilized in a regression model to determine the impact of
human r e accounting on a firm's performance. The secondary data came from all of
theM companies' 2015-2018 published annual financial statements on the Ghana Stock
Exchange. The study's findings indicate that the absence of human resources from the
financial statement may be due to various factors, including the lack of clear guidelines for
estimating the costs and value of human resources, the uncertainty surrounding the
resources' existence, the lack of a widely accepted method for valuing human resources,

the absence of an active market for human resources, and the potential misdirection of the
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business's financial position. The study also shows that human resources have a favorable
impact on a company's financial growth, despite the challenges associated with include HR
in financial statements. This demonstrated that Return on Equity (ROE) was positively
impacted. Based on the study's findings, it is therefore advised that the International
Accounting Standard Board (IASB) and other regulatory organizations talk about the
opposition to human resource inclusions and take that into consideration before a% it to

X

The necessity, advantages, and difficulties of human resource accouy'%g highlighted

the Statement of Financial Position'8.

by a study on the function and significance of HRM i @tion to corporate
competitiveness. According to this definition, human res@ accounting refers to the
systems, procedures, and accounting methods that, in @ion to specific expertise and
knowledge, help personnel managers assess emp@’és knowledge, skills, and motivation
both within and between organizations. I@%at the purpose of the Human Resource
Audit is to examine the organization man resource management strategies, policies,
procedures, documentation, stru@fe,%\ystems, and practices. It is an official process that is
ordered and formal. Acco@to the report, management can discover and measure data
as well as audit hu &source capital with the aid of human resource accounting and
.
auditing. Acc@t the study, an organization's human resources are its employees.
Policies, %stes, and other actions necessary for a company to calculate the cost and
Valﬁ\&s human resources are provided by human resource accounting. It calculates the
expenses businesses incur in finding, vetting, hiring, onboarding, and developing new hires
as well as their financial worth to the company. In contrast, a human resource audit is a
methodical, formal process that examines individuals and the procedures that support them
in order to ensure that the system is operating effectively. Nonetheless, human resource

accounting and auditing are not inherently legally enforceable'’.
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Using the Multiple Linear Regression test used OLS (Ordinary Least Square) model to
analyze research data, a study examined the influence of village governance duality and the
implementation of accounting for human resources on the success of village fund
management. The study also used the classical assumption test which includes the
multicollinearity test, heteroscedasticity test, and normality test. The population in this
study were villages that received village funds in the Bali Province which numbgred 87
people and the research design in this study is a survey method using a @&‘aire.
According to the study, the implementation of accounting for humaQrﬁsources and

synergy between village governments has a significant influence 0@ ccess of village

fund management!'®°, Q

A study looked at how the organization's top- and bottepi-line growth was affected by
human resource accounting. Five firms with a si%%nt workforce that are implementing
HR accounting systems were taken into f\s@uion for the study. The study employed
secondary data from 2013-14 to 20{\\' . The bivariate correlation was the statistical
method used in the investigatior@@caﬁndings suggested that there is a connection between
human resource accounti@ both the top-line and bottom-line growth metrics. The
application of the ordinasy least square method yielded results that indicate a considerable

influence of b<th\l’§$‘[ -line and bottom-line growth indicators*’.

Additiov\éﬁ)ersonnel development and cost were used as a proxy for human resource
acc&nﬁng, and profit after tax (PAT), return on equity (ROE), earnings per share (EPS),
and return on assets (ROA) were used as proxies for financial performance in a study that
evaluated the human resources accounting and financial performance of deposit money
banks listed on the Nigerian stock exchange. Using the audited financial reports of ten (10)
banks that were listed on the Nigerian Stock Exchange between 2012 and 2016, descriptive

statistics, Pearson correlation, and ordinary least square (OLS) regression were utilized to
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gather and analyze the data. The study found that HRA is statistically significant and
contributes 69.7% to any favorable changes in PAT. Thus, it follows that investing in
human resources accounting could have a significant positive impact on deposit money
banks' financial performance in Nigeria. The analysis concludes that the existing methods
significantly undervalued businesses and suggests treating investments in human capital as
assets that should be amortized over the course of their expected useful lives. Additionally,
it suggests that pertinent regulatory organizations like the Stock Exchange %sion,
Financial Reporting Council of Nigeria, and International Accounting Standard Board pass

legislation requiring quoted companies to include Human Resour ounting in their

financial reports on a mandatory basis'®!. Q

A study looked at the connection between certain @rian banks' human resource
accounting disclosure and corporate determinantwlmpact of listing age, business size,
and profitability on human resource acc@ disclosure was also investigated in this
study. The annual reports and corporas\&bsites of the chosen banks provided the data for
the study for the years 2014 t%&? 2018. In order to analyze the data and assess the

research hypotheses, pane@square regression was used in the study. The results of the

accounting di<c1c&}é

connecti@accounting disclosure in human resources. Based on the results, it was

study showed a s@ositive correlation between business size, profitability, and

lated to human resources. Listing age did not, however, indicate a

pro sg)that in order to improve their social standing and lower the likelihood of agency
expenses, Nigeria's listed banks be required to provide human resource accounting
information. Additionally, by highlighting particular characteristics that gauge the factors
influencing the human resource accounting disclosure of Nigerian listed banks, the study

enhanced the already-existing models!'®?,
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A study was conducted to investigate the impact of Human Resource Accounting (HRA)
methods on managerial decision-making. Since the accounting, audit, and internal control
staff members of 16 listed firms in the Nigerian financial services sector were thought to
be the relevant departments for this study, a structured questionnaire on a 5-Point Likert
Scale was carefully used to collect data for the study. A basic regression analysis model
was used to analyze the surveys that were sent out and received back. According to the
study, HRA significantly influences management decision-making within ﬁn@%esult,
it is advised that organizations utilize HRA more proactively to improve %:ijmn—making.
To promote fair financial reporting and improve appropriate decis % king in business

organizations, necessary and pertinent guidelines on the r ﬁn of human resource
3

costs in organizations' financial reports should also be p@ 6

The impact of block chain technology on HRA d&bﬂre procedures, which are embraced

by several Indian corporate sectors, inclu@ has been examined by the authors of a

study article. Block chain has beem&orred to as an innovation in bookkeeping and
accounting technology. It all c@éso

down to assigning responsibilities and maintaining
accurate financial records&&actions between organizations lead to a type of "fourfold

section accounting,” ingﬂch each organization completes its two passages, which are
essentially eq@e. Block chain has the potential to generously modify this model.
An organi n's ability to guarantee that the right person is hired for the right job is
esséh{ig(o its success and sustainability. To that end, the best manpower inventory should
be established, which can be achieved by using human resource accounting correctly and

effectively. By becoming familiar with Block chain technology, this might be achievable.

This is a norm rather than a single innovation. It's a way to document conversations!®4,

A study looked at how human capital accounting affected the Earnings per Share (EPS) of

Nigerian deposit money banks. We used secondary data from the annual reports of the
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sixteen deposit money banks that were listed between 2006 and 2017 on the Nigerian
Stock Exchange. In order to investigate the relationship between human capital accounting
and EPS of deposit money institutions in Nigeria, the study used static panel data with
fixed and random variables. To ascertain the most reliable and accurate estimator, a post-
estimation test known as the Hausman Test was also performed. To accomplish the
specified goal, the random effect was selected. Pensions and training and dev&ment
have a strong positive correlation with EPS, according to the random t result.
Conversely, wages and salaries exhibit a negligible positive correlation with , with the

exception of the directors' compensation, which exhibits a negli itive correlation.
This means that pensions and training and development a 'n%ant aspects of human
capital accounting that can be used to raise bank perfor@e and earnings per share. The
study suggests that the management of banks pri i@e payment of pensions and utilize
ongoing staff training and development in to enhance the EPS, based on these
findings'%. ’&\

The impact of human resourc@‘gca\unting on the caliber of financial reporting from
Nigerian oil and gas ﬁrrn%q%are publicly traded was examined. Ex-post facto research
strategy was used in thgudy, and proxies for earnings quality, persistence, smoothness,
and accountir{%@vatism were used. Purposive sampling was used as the research
techniqu QH oil and gas businesses in Nigeria make up the study's population. Twelve
oil ﬁ&s companies with ten years' worth of secondary data between 2004 and 2018
were taken into consideration. The empirical results showed that improvements in oil and
gas enterprises were primarily based on human capital. Thus, it can be concluded that the
quality of financial reporting by Nigerian oil and gas businesses that are quoted is

significantly impacted by human resource accounting. According to the report, regulatory

organizations should work to penalize businesses that withhold pertinent and useful
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information from interested parties and to compensate businesses that adhere to regulatory

norms'%°,

Human capital was looked at as the basis for corporate profitability in a study on human
capital accounting and firms' performance in Nigeria's oil and gas industry. The research
design of the study was ex-facto, and the population of the study consists of nine (9)
downstream oil and gas companies that are listed as of 2018 on the Nigerid, Stock
Exchange (NSE). The results demonstrated the positive and statistical ance of
market share and compensation cost. Additionally, it was discoverew association
between human capital accounting and financial performance% moderated by the

moderator variable business size. Therefore, the report su the 3 Rs for Nigerian oil

and gas businesses' human resources!®’, QQ
The effect of human resource capital on or onal performance with reference to

Nigerian banks was also examined in this\\&@r. The study used auxiliary data from 2010
to 2019 and an ex post facto researc ’s&n Five Deposit Money Banks that are listed on
the Nigerian Stock Exchan.g@ded data for the study, and descriptive and inferential
statistics were used in t \rsis. The study found that the kind of people who comprise
an organization. g&m the financial transactions associated to that organization. The
analysis a o@ed that certain banks' ability to turn a profit is positively and
significa pacted by the earnings and salaries of its employees. But in order for banks
to Me more profitable and remain profitable, management needs to recognize and
appreciate the role that workers play in helping the company achieve its objectives.
Nonetheless, the study found a substantial relationship between profit after taxes and
intellectual capital, and it recommended that data on human resources be considered when
making management decisions. As a result, regulatory accounting bodies were advised to

establish suitable, uniform guidelines and models for the disclosure of an organization's
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human resource value in its financial statements, and that its people should be

acknowledged as its most important asset, driving its other resources'¢®.

A study that examines the effects of human resource accounting on the overall
performance of small and medium-sized businesses in Saudi Arabia also identifies certain
financial aspects of these businesses, such as return on equity, profitability, and human
capital efficiency. The study used linear regression to analyze data from 268 reSponses
provided by small- and medium-sized business finance and human resourc@tmen‘[s.
The results of the ANOVA and coefficient values showed that th“{gloility of the
organization, return on equity, and human capital efficienc all positively and
significantly impacted by human resources accounting. Th icates that Saudi Arabia's
SME businesses are aware of the advantages that HR @Jn‘ung offers to the company,

but they also need to implement HR accou@équickly, which is feasible given

widespread awareness in the country. C@ on assets, however, human resources

accounting has no discernible 1mpac.tl§6

An explanation of the purpo &@hlﬁcance and various approaches of human resource
accounting is provide @ research. It characterizes the field of human resource
accounting as be@atlvely new. The modern perspective holds that costs incurred on
any assets, 1n®g human resources, should be capitalized because they yield benefits
that can asured in monetary terms. The traditional concept views all expenditures on
huréhﬂ:apital as a charge against the period's revenue because they do not create any
physical assets. The study emphasizes how critical it is to monitor personnel costs,
including those associated with hiring, training, and development, as well as the value of
the workforce. The American Accounting Association's definition of HRA, which reads,
"The process of identifying and measuring data about Human Resource and

communication of this information to interested parties," was selected for the study®’.
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The impact of human resource accounting on organizational profitability was examined in
a Nigerian study. The impact of human resource costs on the profits of seven agro-allied
businesses was examined. The company's financial reports from 2015 to 2019 provided
data on the expenses of human assets, which were analyzed using the ordinary least square
approximation. At the five percent significance level, the analysis's findings showed a
positive but negligible correlation between organizational profitability and human tesource
costs. According to the study's findings, investing in human resources 'GQne icial,

productive, and has no negative impact on the organization's profitabilit 1{/

Additionally, an assessment of the impact of human resource %@ng on profitability
was conducted using an ex-post facto research approach on @set of companies listed on
the Nigerian stock exchange. Annual reports from the N@an Stock Exchange Fact Book
2020 provided the data for the study. 116 bus@ s that fall under the non-financial
services sector make up the populatim@’@e total population, 76 enterprises with
secondary data spanning a decade, fq\zmo to 2020, were taken into consideration.
Regression analysis and hypothe%\cta\ting were carried out using linear structural relations
LISREL 8.80 student edit':@\*ad a purposive sampling strategy was used. The results of
using profitability eages showed that, for the non-financial service firms that were
quoted, staff él\}%and development costs had a considerable positive impact on
EBITD Qnot on ROCE. Additionally, an increase in staff has a favorable and
con&é&ble impact on the ROCE of the listed non-financial service organizations but no
discernible positive effect on EBITDA. The study concludes with recommendations that
staff training and development should be a consistent program both on-the-job and off-the-
job to cover the identified skills and attitude gaps in the organization. This is because

Human Resource Accounting affects the corporate performance of non-financial service
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firms quoted on the Nigerian Stock Exchange. Furthermore, the study suggests increasing

staffing levels in order to positively impact ROCE!°,

A quantitative research methodology was used in another study on tertiary students'
knowledge of human resource accounting in the Greater Accra Region of Ghana. Out of
the 37 excellent and well regarded tertiary institutions in Ghana, 20 were chosen using a
practical sample technique. Out of the 300 students from the sampled tertiary ins%ions,
200 submitted the questionnaires, and only 180 were deemed valid for ad@el study.
Using the statistical program Statistical Product and Service SolutiN&%, 20.0), the
study used inferential statistics to analyze the data. According%@ findings, 83% of
tertiary students in Ghana's Greater Accra Region werare with human resource
accounting. Thus, the study suggested that Human Resoureg’Accounting be included in the
curricula of the various tertiary institutions' prog@n Commerce, Management Studies,

and other Finance-related fields'’!. @

The relationship between human .p{&}l e accounting and the financial standing of
Nigerian microfinance banlfs &@So investigated in this study. The study employed an ex
post facto research desi @analyzed data spanning seven years (2011 to 2017) and nine
years (2011 to %{‘Q from the publicly available financial statements of the two
microfinange &1195 listed on the Nigeria Stock Exchange. After Fortis Microfinance Bank
was deli 2018, the data for the first seven years was analyzed from both banks, and
forxw latter two years, totaling nine years, only data from Nigeria Police Force
Microfinance Bank was collected. The data was analyzed using the method of simple
linear regression analysis. The results indicate that while return on assets has little
correlation with net profit margin and return on equity, staff costs have a substantial impact
on both microfinance banks. The results of additional research done in 2019 utilizing only

NPFMFB show that human cost has no discernible impact on any of the variables. The
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paper then suggests that relevant legislative and accounting organizations create a standard
methodology for reporting and measuring human resources. Furthermore, accounting
guidelines for the amortization of investments in human resources made by microfinance

banks and other organizations should be created!”.

Based on sixteen criteria from earlier studies, a study that described the HRAD practices of
the top-ranked corporations on the ASEAN Corporate Governance Scorecard&vhich
comprises Indonesia, Malaysia, Vietnam, Philippines, Thailand, and Singa@ssessed
the HRAD procedures. According to the report, human resource accow nsparency is
a crucial component of good corporate governance that @es organizational
sustainability. Nonetheless, human resource accounting di %{HRAD) policies are
not required in many Asian nations. Furthermore, it's @ear how much the businesses
have acknowledged their accounting for human %%ces. The study examined the annual
reports of 195 organizations for the y @1 and 2015. The findings showed that
Indonesia had the highest percentagg\QA{iRAD practices (71%), followed by Thailand
(66%), Vietnam (65%), Malay%c(@%), Singapore (43%), and the Philippines (40%).
Furthermore, the results i%\@% that, with the exception of a small number of businesses

in Malaysia and th@pines, distinct HRAD is essentially nonexistent. This suggests

that in order Qﬁ:;&‘r
institutiop&édm.

e governance in ASEAN nations, HRAD procedures should be

Thexq)act of human resources accounting methods on the performance of consumer
goods companies in Nigeria was investigated through a study. Thirty (30) publicly traded
consumer goods firms in Nigeria make up the study's population. Twenty-four (24) of the
thirty companies were sampled using filter criteria. The study's secondary data came from
the annual reports of a few chosen companies throughout a six-year period, from 2013 to

2018. Multiple regression analysis was used in the collection and analysis of the data. The
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study found that the performance of Nigeria's publicly traded consumer goods companies
is positively correlated with the number of people working during the time and overall
assets. Furthermore, the analysis demonstrates that the performance of Nigerian listed

consumer products companies is unrelated to leverage or the age of the company.

Furthermore, the outcome demonstrates that the performance of publicly traded consumer
products companies in Nigeria is not significantly impacted by staff exp@n or

government (VAT). Based on the study's findings, management of i@Q{ traded

consumer goods companies is advised to take workforce size into ag€ou hen making
hiring decisions. This is because a company with a larger wor will operate more
profitably and efficiently. Furthermore, it is imperative for @g ment of publicly traded

consumer goods companies to prioritize the provision of gh total assets, as this fosters

greater economic benefit and ultimately boosts pﬁ@“ .

A study was conducted to investigate the‘b&t of human resource costs on the financial
performance of Nigerian brewing e 1ses that are publicly traded. The study used an
ex-post facto research apprga&@& its population consists of five brewing businesses that
are listed on the Nigeri \k Exchange's floor as of 2019 and have continuously filed
annual reports to {&(c ange between 2007 and 2019. The published annual reports and

N

.
accounts tc‘&yentioned corporations provided the data for this study. The study's
analysis@ &d that, while personnel costs have a positive and moderate impact on listed
breM enterprises in Nigeria's return on assets, they have a positive and noteworthy
influence on the net profit margin of these businesses. According to the study's findings,
Nigerian brewers should embrace a culture that emphasizes utilizing human resources and

disclosing such investments in order to boost output and quality'”.
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An additional study aims to objectively explore the connection between the financial
performance of Nigerian listed companies and the costs associated with human resources.
Using Ordinary Least Square Multiple Regression and Auto Regressive Lag, panel data on
various forms of human resource costs and financial performance on financial reports and
accounts of quoted companies on the Nigeria stock exchange and federal Inland Revenue
Service were gathered between 2016 and 2017. Data analysis was conducted using,E-view
version 12 and the following methods: Granger Causality Test, Co—integrat@irror
Correction Model, and Augmented Dickey-Fuller. The study's findings demonstrate a
considerable relationship between human resource costs and ﬁna performance, with
human resource accounting projecting for approximately 80,1% oﬁe variance in revenue.
The study shows that there is a positive and signiﬁc@e ationship between financial
performance and human resource costs. It su Qsa%at management should consider
keeping only efficient people instead of hiti %re. This means that insurance companies
should hire fewer employees and cog%te on developing and retraining their most
.
productive workers. The study als&%gests that in order to draw bright individuals to their

companies, managers shoul& competitive retirement benefits and a well-thought-out

staff development prog@%improve performance and profitability!76.

[ ]
A study look@w management decisions in Seventh-day Adventist institutions in

the Easte igeria Union Conference were impacted by human resources in accounting
info\%g()n systems. The research strategy used in this study was a cross-sectional survey,
and the population consisted of 250 accounting officers from 24 entities, representing
management and general administration. The sample size included of the 250 accounting
officials as well. A standardized and verified questionnaire was used to gather data for the
study, and 84.4% of respondents answered it. Inferential statistics were used to analyze the

data (basic linear regression analysis). The outcome showed that management decision-
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making in Seventh-day Adventist Institutions in Eastern Nigeria is positively and
significantly impacted by human resources in AIS. Because they have the ability to support
organizational management, particularly in decision-making, the study advises institutions
to take into account factors that are likely to improve human resource development within

the institutions. This recommendation is based on the analysis's findings'”’.

An analysis of the company's performance's effect on HRA disclosures is the gwf the
study. The study employed multiple regression analysis and made use of s@%ry data.
The study's findings demonstrate that the disclosure of human reg%:giccounting is
positively and significantly impacted by the size of the company, e, CAR, and LDR.
However, the disclosure of human resource accounting is n@m icantly impacted by the

age or profitability of the organization!”®. Q

QO

According to results from a different study, st ompensation, health care costs, and
safety costs have no discernible effects o@wt value when measured using Tobin's Q.
However, staff training costs have é‘;\&;l erable impact on a listed deposit money bank's
market value. The study loc.)ke w Deposit Money Banks listed on the Nigerian Stock
Exchange performed %ﬂ@n to human resource accounting. The primary objective of
the study was to g@ne the impact of employee compensation, training, and health care
expenses o v&rl} safety in Deposit Money institutions operating in Nigeria. Data from
annual financial reports of Deposit Money Banks listed on the Nigerian Stock
EX(Me for the period of 2015-2019 were used in the study, which employed an ex-post
facto research approach. At a five percent significance level, the hypotheses were tested
using multiple regression analysis, and the data was analyzed using descriptive statistics
and correlation. The study came to the conclusion that bank employees need to be paid
more in order to perform better!”.

A twelve-year period, from 2006 to 2017, saw data collected from the annual reports of
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sixteen Deposit Money Banks listed on the Nigerian Stock Exchange. The study looked at
the relationship between the wealth of shareholders and human resources accounting in
Nigerian Deposit Money Banks. To investigate the link, the study used static panel data
(Random Effect Model). The wealth of shareholders was represented by return on assets
(ROE), whereas the accounting for human resources included salaries and wages, director

compensation, pension expenditures, and training expenses. With the exception oﬂ&sion,
t

which exhibits an insignificant negative relationship, the random result sho Q all the
factors have an insignificant positive relationship with a return on equity. This suggests
that there is no discernible relationship between any of the ex tory variables and

equity returns. The corrected R-value of -.09315 and th ﬁsult, or R-Square, of
0.0045 indicate that the explanatory factors are not icant enough to explain the
dependent variable. The explanatory variables axe %Qppropriate indicators of return on
equity, as indicated by the R-Square valu 00 low. The outcome corroborates the
random effect, which found that the.retgx equity—a gauge of the "wealth" of Nigerian
banks' shareholders—is not subiﬁ%ally impacted by the variables related to human
resources. Therefore, it was @%ined that, with the exception of the staff pension, nearly

all of the repressors ar\@?priate for enhancing the human resources'®,

A ten-year (2@ study that used staff costs, employee numbers, and compensation
to sales %erendent variables and financial performance as the return on investment
also\@d at the impact of human capital investment on the return on investment of listed
deposit money banks in Nigeria. Twelve (12) designated deposit money banks' annual
financial reports provided secondary data for the study. The panel regression technique
showed that the number of employees, staff cost, and employee remuneration to sales had
little effects on return on investment. Nonetheless, banks were advised to implement

efficient investment plans covering staff training, retraining, seminars, and workshops. The
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study suggests that in order to enhance employee performance in the banking industry,
management should take the initiative, have a better awareness of the issue, and balance

the long-term costs of staff maintenance!'®!.

Fifty HRA professionals from reputable firms in Bengaluru, Karnataka, participated in
another study to determine the effect of HRA practices on management performance. The
results were analyzed using percentage analysis and one sample T-test. Accordi,g&o the
report, human resources are a valuable asset for any kind of business. F@more, it
highlights the importance of human resources to the expansion oy&bgsiﬂess and the
economy. It describes how human resource accounting (H s recently gained
relevance on a global scale in the compilation of financial ents, but when compared
to other accounting specialties, HRA has failed to ﬁr@position because there is no
statutory framework governing its practice. Hum@%ources are being viewed as strategic
assets by industries today, which appears@nize the value of people and is steadily
driving up the implementation of H@ractices. The study shows that HRA practices
have a major influence on man &Eg\tasks and the success of organizations, and they are
also quite successful in do@ As a result, it suggests using human resources accounting

to present firm valua '&irly and boost overall business growth!8?,

The devel r&;\} the company is significantly influenced by its human resources.
Account%&r human resources aids managers in making critical decisions regarding the
organigation's workforce by calculating the cost and value of those resources. Using panel
data from 2001 to 2017, this study examines how human resource accounting affects the
financial performance of industry-focused companies listed on the Tehran Stock Exchange.
The results show that whereas asset and stock returns have a negative but negligible impact
on human resource accounting, organizational profitability has a positive and considerable

impact on HRM!83,
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In order to confirm the effect of HR accounting procedures on the financial performance of
thirty specific small-scale Odisha-based enterprises, a study obtained financial information
for these thirty industries from secondary sources during a five-year period beginning in
2016 and ending in 2020. The manufacturing and service sectors account for fifteen of the
thirty small-scale industries that were chosen. The study used panel fixed and random
effect regression models, and its conclusions supported the notion that human resource
accounting plays a critical role in small-scale industry management. The stu Q&uows
a direct relationship between human resource accounting and financial\performance as
indicated by ROA and ROCE. The study recommends that small—i dustries improve
their human capital through proper implementation of hurr@%ee accounting, which
will ensure that all aspects of cost and benefits related @lman resources are identified,
recorded, and reviewed for improved performa @ is because the type of business
under study has a strong bearing on the pr% ity and any organization's dependency on
its human capital cannot be ignored'*,
.

A paper makes the case that er@“al research on the impact of HRA disclosure on
financial reporting quality'@ is necessary, and it suggests that measuring financial
reporting quality using, qualitative characteristics is one of the best ways to assess the

substantial co@ of HRA accounting to FRQ. Because qualitative traits can handle
a

both ﬁnan% nd non-financial information in a financial report, their use as a measure of
FR @rbrecommended. Furthermore, it is more acceptable to measure Financial
Reporting Quality using qualitative criteria because HRA disclosure contains both
financial and non-financial information. Human resources are important because they can
create value, as recent economic development has shown. Human resource accounting

(HRA) practice and research must advance for economic development in order to

guarantee that financial reports suitably supply stakeholders with the data they need to
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make informed decisions. Even though there is actual data to support the impact of HRA
information on business performance, HRA has not yet been included into traditional
accounting practices. Since reporting entities are not required to adopt HRA by the present
accounting rules and regulations, organizations prepare HRA information voluntarily.
Researchers and practitioners have become interested in HRA in recent times; nevertheless,
they should focus more on how HRA disclosure enhances financial reporting qua&FRQ)

S

Another study looked at the connection between a company's worth /&dgurﬁan resource

185.

accounting transparency. The ex post facto research design was this study, and the
variables and impact of the disclosure of accounting infor@)n on human resources on
business value were examined using data that already exgd. To ascertain the perceived
and expected values of the variables as well 6’66 correlation between them, a co-
integration test was performed. The ﬁndin@ed that there is a substantial influence on
the firm value by disclosing emplayg\&\\ining and development. Businesses always use
new techniques and technologie@&cgise their total value and performance. It is generally
understood that accountin@dures affect a company's worth. It is known that reporting
an asset's value is a }hf traditional accounting procedures. Recent research, however,
indicates a tré} d reporting that incorporates accounting data related to human

resource;&é@ study essentially finds that the value of a corporation is significantly

imp tg}oy the accounting disclosure of human resources!®S.

Another study looked at the financial performance and accounting for human resources of
Nigerian listed commercial banks. The study's main objective was to assess the connection
between hiring and recruitment expenses and return on assets in Nigeria's listed
commercial banks. The study looked into the connection between return on assets and

compensation costs in Nigerian commercial banks that are listed. Ex post facto research
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design was employed. Twelve commercial banks that are listed as such on the NSE floor
make up the population, which also serves as the study's sample size (NSE FACT book
2020). Secondary data gathering was employed. The study's conclusions show that
recruiting and recruitment expenses have a major impact on the listed commercial banks in
Nigeria's return on assets. The relationship between human assets accounting and the
financial performance of Nigeria's listed commercial banks varies significantly de&lding
on the size of the organization. Accordingly, the study proposes that r ing and
employing qualified staff members are essential to supporting an organization's personnel
development as well as its level of productivity. As a result, ere advised to
prioritize hiring and employee training since these initiativ '&e the performance of
the bank. Organizations must now adapt to the current i@ ue to the rapid advancement
of technology in the era of computers. Accor i%che report, human capital is an
organization's most valuable resource, henc %mng is advised to increase capacity for
long-term, sustainable economic grow@evelopmemm.
.
Examined was the impact of hl@gcq\esources accounting (HRA) on the financial results

(ROA) of a subset of u%@traded Nigerian food and beverage companies. The four
companies that com ge study's sample were chosen between 2006 and 2021. Through
the use of E@ ¢ Views, the research analyzed the data acquired through panel
regressioFbesis. The study shown that while staff safety expenses did not significantly
inc?&gs/géompany performance, staff training and development costs (STC) and welfare
costs (EWC) did. In the meantime, recruiting expenses had a major detrimental impact on
the ROA of the Nigerian companies that were studied during that time. The study came to
the conclusion that accounting for human resources improves business performance. Thus,

it suggests that management of certain organizations should consistently adopt various

forms of job training. It is also recommended that the management of the chosen
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companies ensure that both monetary and non-monetary benefits are part of their welfare

package'83.

The ex-post facto study design was used to examine the relationship between the cost of
human resources and the financial performance of listed pharmaceutical businesses in
Nigeria. Ten (10) pharmaceutical businesses in Nigeria that were listed by the Nigerian
Exchange Group in 2021 make up the study's population. Using the census m%i, the
entire population was included as the sample size. The annual reports of ceutical
companies that are listed were the source of the data utilized between & 2020. Data
analysis was done using multiple regression with the help of E software. Both the
staff cost and return on assets, as well as the staff cost an@u on capital used by the
pharmaceutical companies under consideration, demon@d a favorable and significant
association, according to the study. In ord%% increase their return on assets,
pharmaceutical businesses in Nigeria are @by the study to increase their investment
in human resources by providing Qﬂ@ training and retraining for their workforce as
well as welfare services. Ultima@é?l order to attract bright talent to their companies and
increase return on capital @yed, pharmaceutical management needs make retirement

benefits enticing!®’.

X
A study s%gled out to assess the impact of human resource expenditure on the
financial omes of Nigerian manufacturing companies that are publicly traded. In the
sam&y that accounting-based profitability, demonstrated as return on equity (ROE), and
capital market performance, expressed as market value performance of firms (MVP), were
used as proxies for financial performance, salaries, wages, allowances, other staff-related
expenses, and human resource efficiency were taken as proxies for expenditure in human
resources. The study included both causal comparative and descriptive research designs to

estimate the test findings of the four hypotheses that were put forth. The multivariate
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econometric regression's outcome revealed a varied result. SWA showed a considerably
positive unstandardized beta coefficient input, while HRE showed an insignificant but
positive unstandardized beta coefficient, in addition to statistically significant P-values for
both SWA and OSRE. Nevertheless, the study rejected the null hypotheses. Their null
hypotheses were not rejected since the primary focus predictors in hypothesis two and
three were not statistically significant enough. The research concluded that there is a
positive correlation between the financial performance of mentioned %Jring
businesses in Nigeria and their expenditures on human resources (EH]Qjased on the
interpretation of the empirical findings from earlier explanatory acg literature. As a
result, the study suggested that adopting fair compensati ges, and benefits and

disclosing them as a competitive tactic enhances finan uccess. It also recommended

paying for additional employee-related expenseSéy@ic to draw in and keep top talent.

Finally, the study recommended that re@

businesses in Nigeria to take human re@ efficiency—as shown by the VAIC model—

odies require quoted manufacturing

. \
into account when calculating the@unting ratios'.

The impact of human r@b%accounting on business performance in Nigeria was
examined in a study %ﬂy-ﬁve consumer goods firms that were listed as of December
31, 2018, on @@ian Stock Exchange make up the population under study. Eight
business%ée purposefully selected as the sample size from the study population for the
yea?\gﬁ to 2018. Based on the study's findings, the management of listed consumer
firms in Nigeria was advised to improve employee salaries, wages and allowances,
personnel expenses, and other benefits. The study's data was analyzed using multiple
regression, and the results showed that human resources accounting, represented by
salaries, wages and allowances, personnel expenses and other benefits, pension and

gratuity, had a positive and significant effect on corporate performance, as measured by

115



return on assets and earning per share. It was also suggested that all government pension
and gratuity policies be adopted in order to motivate staff to boost output and achieve

excellent business performance'®!.

An analysis of the relationship between human capital investments and business success in
Croatia was conducted. The results showed a significant difference in the average wage per
employee between high and moderate-intensive intellectual capital organization% well
as a favorable correlation between corporate excellence and bonuses or @Qs When
human capital expenditures were capitalized on a business's balance s&gﬂdead of being
reported as expenses in the profit and loss account, difference rporate excellence
were verified. Prioritizing human resource management@ help companies achieve
business excellence. Furthermore, emphasis was placed dn/the significance of accurately

recognizing and measuring human capital in ﬁna@tatementsl”.

In a study, factors influencing the ﬁnancia‘f\\KQormance of service companies listed on the
Stock Exchange of Thailand were ¢ ’&m with human resource accounting acting as an
intervening variable. The Eo&@n of this study consists of all the companies that are
listed on the Stock Exc \)f Thailand. The study's research methodology incorporates
path analysis, h}.l o‘%s testing with a partial test (t-test), and a traditional assumption test
set that in ud@llticollinearity and normality tests. The findings showed that there was
no correlatiofl between the various factors—such as ownership concentration, firm size,
age,\Ml product diversification—and financial performance when it came to human
resource accounting disclosures. The relationship between the variables of company size,
product diversification, age of the company, ownership concentration, and industry type

and financial performance is not mediated by disclosure of human resources accounting'®3.
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An additional study was carried out to supplement the earlier research by different
academics and researchers on the evaluation of human resource accounting and its effect
on the financial performance of business companies. The research employed secondary
data. It used an ex-post research approach to demonstrate how different independent
variables impact each deposit money bank's annual financial performance. Twenty-one (21)
deposit money banks in Nigeria make up the study's population, according to info&aﬁon
provided by the Nigerian Stock Exchange following the country's banking
recapitalization. Purposive (non-judgmental) probability sampling V\&)\SGd in the
investigation. Twelve (12) deposit money banks that were st111 in &ss at the time of
IFRS introduction made up the sample size. Access Bank,.Guaran y Trust Bank, Zenith
Bank, Sterling Bank, STANBIC IBTC Bank, Union B@ nity Bank, United Bank of
Africa (UBA), First Bank of Nigeria, Eco Bank; VV@ Bank, and First City Monument
Bank were the twelve deposit money ba ﬁbiade up the sample. The nine-year study
period ran from 2011 to 2019. Dete ¢ the impact of personnel costs, employee
benefits costs, and employee sal ﬁa\ﬂe return on equity of Nigerian deposit money
banks was one of the stud S&%ls In order to do this, the impact of the independent
variables—employee %@employee benefits cost, and personnel expense—on the
dependent var b{v turn on equity—was examined using a Pearson correlation matrix.
The analy %dmgs showed that salaries for employees significantly and favorably
1m1%®um on equity. Additionally, the findings demonstrated that Return on Equity

was significantly and favorably impacted by Employee Benefits Cost!*4.

A different study examined the effect of human capital expenditure on the financial
performance of listed manufacturing firms in Nigeria from 2012 to 2022. An ex-post facto
research design was employed and 10 firms from 10 sectors were sampled. Data were

sourced from their annual report and analyzed using the panel regression. The study found
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a positive significant connection linking ST, WS and RBC on financial performance.
Based on the findings, the study concludes that all the proxies tested positively influence
the financial performance of listed manufacturing firms in Nigeria. The study recommends
that firms adhere strictly to labour laws and improve the welfare of their employees since it

will increase productivity and guarantee financial growth!%>.
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2.4 Conceptual Model

Human Resource Accounting

Financial Performance
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2.5 Summary of Gaps in the Literature Reviewed

From the pieces of literature reviewed, presently, it was observed that scholars within and
outside Nigeria have attempted to research the impact of human resources accounting on
firm performances in different sectors: insurance, quoted manufacturing companies,
Banking, and Oil & Gas but, there have not been much work on ation
Communication Technology sector. Additional research has been su into the
relationship between human resource accounting and financial perfo ce to enhance the
understanding of the benefits that organizations might derive % ploying the human
resources accounting approach. Also, lack of precisio the criteria regarding the
measurement of human resource accounting ha d “researchers to use different
alternatives, ultimately leading to varied r%@fgo, further investigation has been

suggested to establish measurement practi@garding the human resource accounting.

N
C\x\
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Chapter Three
Methodology

This chapter contains the research procedure used in this study. This includes the research
design, population of the study, sample size and sampling techniques, metth data

collection, description of research instrument and method of data analysis.<
3.1 Research Design %0

A descriptive research design was used for this stu :nvestigate the relationship
between human resource accounting and the ﬁnascj@formance. It was used to provide

more information of the topic. The choice tive research design was based on the

of d%
selection of financial reports of the info Xion communication technology companies to

collect data for the study. It will @\n’ roviding a greater understanding of the topic is
an area in that much study h. een done and provide and in-depth study into the topic.

Quantitative approac%Qpplied to analyse the data of the selected samples from the
organisation. :° @

3.2 Poplﬂb@ of the Study

The population of the study consists of all information communication technology
companies listed on the Nigeria Exchange Group as of December 2022. As of 2022, there

were nine companies listed on the Nigeria Exchange Group. Research on human resources

accounting and financial performance has been conducted in some areas. This study is
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therefore limited to Information Communication Technology companies because it is an

area of interest to the researcher and not many studies have been conducted in the area.

3.3 Sample and Sampling Technique \

The sample size comprises the nine Information Communication Techn: @ompanies
listed on the Nigeria Exchange Group as of 2022. Data for this stu. as collected from
the financial reports of the nine Information Communication T y Companies listed
on the Nigeria Exchange Group for the period of ten 013-2022). The purposive
sampling technique (non-probability sampling method) was used for selecting the sector
due to the relevance of Information Communiﬁa& echnology and availability of data.
There were nine information technology &@nies listed on the Nigeria Exchange Group
namely Airtel, BRICLINKS, CH urteville, CWG, eTranzact, MTN, NCR, and

OMATEK. . é

3.4 Description of Re&lnstrument(s)

Data for th stgw\\vas collected from secondary sources. This study adopted a quantitative
method %;ata collection that involves the use of financial statements as research
inst}aﬁnts for collecting the relevant data on the various Information Communication

Technology companies listed on the Nigerian Exchange Group as at 2022.
3.5 Method of Data Collection

This study employed a quantitative method of data collection. Panel data were employed

ranging from 2013 -2022 published financial reports of nine companies. The collection of
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quantitative data was done through the use of secondary sources. Data for this study was
collected from the annual financial reports published by the nine Information
Communication Technology Companies listed on the Nigerian Exchange Group for the

period of ten years (2013-2022) on the website of Nigeria Exchange Group'.

3.6 Method of Data Analysis Q\

The ordinary least square regression analytical technique was used rG@y analysis to
determine the relationship between a dependent variable and an in nt variable. Results
from testing these hypotheses will be statistically signiﬁcant@ ignificance level of 0.05.
Statistical Package for the Social Sciences (SPSS) Version@as used to generate descriptive
and inferential statistics respectively. The linear re e@nodel developed for the purpose of
the analysis is as follows to examine the rela ip among variables of human resource

accounting and financial performance Q

Yi=f£(X1) (1)

Yi=a0 +o1 Xy @
FP = oo + 0 H@%@ (i)

whes,_ oD
D

y= financial performance is the dependent variable, and
X = human resources accounting is the independent variable

FP = financial performance (human capital efficiency (HCE), organisational profitability ORP),

return on assets (ROA) and return on equity (ROE) )
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HRA = Human Resource Accounting (Number of employees (NE), gross staff cost (GSC),

training, development and welfare costs (TDW))
oo a1 = Parameter of the estimate

€ = error term

oo, o1 >0 \

Endnote

1. NEG, Listed Companies, Nigerian Exchange Group, 2022, < 0
https://ngxgroup.com/exchange/trade/equities/listed-compaﬁes/
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In this chapter, descriptive and inferential statistics were used in this stu

data.

4.1 Presentation of Data

The data used in this study for the analysis of human@x

performance of listed Information Communicat@bchnology Companies in Nigeria is

presented in Appendix section.

Table 4.1: Descriptive Statistics

Chapter Four

Results and Discussions of Findings

&
O
)

&
O

QA
ngzlyse the

rce accounting and financial

\1‘—\?‘ Std.
N ., (2 Minimum Maximum Mean Deviation
Statisti  Statistic Statistic Statistic Statistic
- \Y
Human Capital 90 -10.892 501.480 26.604 76.705
Efficiency
Number of Employee 90 0.000 4000.000 441.256 872.410
Organisational ,° \ ]
Profitability (n@t 90 7316716.000 318000000.000 23249474.856 66161669.516
after tax)
Gross Sta% S 90 0.000 394000000.000 29286322.077 78415897.064
Return sets 90 -999.833 37.902 -17.707 110.028
Traini evelopment
Cost Welfare Costs 90 0.000 589000000.000 13262720.611 64890400.630
Return on Equity 90 -19.644 1.874 -0.345 2.587
Descriptive Statistics
Skewness Kurtosis
Statistic Std. Error Statistic Std. Error
Human Capital Efficiency 4.962 254 26.502 .503
Number of Employee 2.831 254 7.497 .503
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Organisational Profitability

(net profit after tax) 3.423 254 11.707 .503
Gross Staff Costs 3.235 254 10.408 .503
Return on Assets -8.330 254 73.610 503
Training, Development Cost

Welfare Costs 8.125 254 71.528 .503
Return on Equity -5.802 254 38.100 .503

Source: Researcher’s Fieldwork, 2024

By measuring the financial performance of listed Information Com tion Technology

4.2 Descriptive Statistics of Variables

Companies in Nigeria, the descriptive analysis sheds light on%ariables pertaining to
human resource accounting. Q

The financial reports of the nine information and ce@nunication technology companies
listed on the Nigeria Exchange Group over a@ear period (2013-2022) provided the
data used in the analysis for this study. ®

The data presented in Table 4.1 inégées hat the Human Capital Efficiency index has a
mean of 26.604 with a stap%@viation of 76.705. Number of Employees index has a
mean of 441.256 witl@%\dard deviation of 872.410; Organizational Profitability (net
profit after tax) ir;&as a mean of 23249474.856 with a standard deviation of 66161669;
Gross Sta &M index has a mean of 29286322.077 with a standard deviation of
78415 ﬁ& the Return on Assets index has a mean of -17.707 with a standard deviation
of 1107028; the Training, Development Cost & Welfare Costs index has a mean of
13262720.611 with a standard deviation of 64890400.630; and the Return on Equity index
has a mean of -0.345 with a standard deviation of 2.587.

Human Capital Efficiency showed a positive skewness that was skew to the right. The

skewness is 4.962, the number of employees is 2.831, skewness is 3.423 for organizational

profitability (net profit after taxes), the skewness is 3.235 for gross staff costs, the
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skewness is 8.125 for training, development & welfare costs, and the skewness is -8.330
for return on assets and -5.802 for return on equity. These values indicate a leftward
skewness.

In terms of kurtosis, a distribution that is larger than three and produces a sharper peak
with a lower likelihood is referred to as a leptokurtic distribution. The kurtosis for human

capital efficiency is (26.502), number of employees (7.497), organizational pr&bility

(net profit Q
after tax) (11.707), gross staff costs (10.408), return on assets ((61;;, training,

development, and welfare coots (71.528), and return on equity (38. @a have leptokurtic

kurtosses. %

4.3 Test of Hypotheses Q

Hol: Number of employees does not have a%bgniﬁcant effect on human capital

efficiency @%

Table 4.2: Summary of Regressio '@ Showing number of employees does not

have any significant effect o@nn capital efficiency.

Q Model Summary®

Adjusted R Std. Error of Durbin-

Model &1 Square Square the Estimate Watson
%u‘

1 8 172 770 36.798056945 .603

a. Predictrob onstant), Number of Employee

b. gdent Variable: Human Capital Efficiency

Source: Researcher’s Fieldwork, 2024

Table 4.3 ANOVA Table Showing number of employees does not have any significant

effect on human capital efficiency.

ANOVA?
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Sum of

Model Squares Df Mean Square F Sig.

1 Regression 404488.243 1 404488.243 298.714 .000°
Residual 119160.536 88 1354.097
Total 523648.779 89

a. Dependent Variable: Human Capital Efficiency
b. Predictors: (Constant), Number of Employee

Source: Researcher’s Fieldwork, 2024

ﬁs not

significantly affect the efficiency of human capital. The study of the ‘odel summary

Table 4.2 illustrates the regression model summary for the number of emplo

reveals that the multiple correlation coefficient R 1s.879, ind'c highly positive
$

connection between the dependent variable (human capita@c cy) and the predictors

(number of employees). Q

From table 4.2, the following data can be obtainegb

O

With R square (R?) of.772, it can be®1ed that the number of employees (an
independent variable) accounts fof@ of the variation in the dependent variable of

human capital efficiency. Th@em and additional variables not included in the model

account for the remaini@ 8%.

Additionally, tEe @mall difference of.772 —.770 = 0.002 between the R square (R?) and
u

Adjusted R@

averagégaration between the data points and the fitted line is approximately 36.8%

(Adjusted R?) values shows that the model fits the data quite well. The

human capital efficiency, as indicated by the standard error of the estimate, which is also

referred to as the standard error of the regression and is at 36.798.

Since the observed value of the test statistic (.603) is less than the tabulated lower bound,
then, we reject the null hypothesis of non-auto correlated error in favor of the hypothesis of

positive first-order autocorrelation. The last column displays Durbin-Watson, which is.603.
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From the table, the bounds are dL = 1.635 and dU = 1.679.

The ANOVA table is used to assess if the model is sufficiently significant, as shown in
Table 4.3. The null hypothesis according to which the number of employees has no
discernible impact on the efficiency of human capital, can be tested using the F-value of
298.714. F must be compared with an F (1, 88) degree of freedom in order to accomplish
this. The output is a p valve, which is listed in the significance column. In this case, p is

reported as.000, which is less than the standard.05 level of significance.

As a result, we reject the null hypothesis, which states that the number,Qgpfoyees has no
discernible impact on human capital efficiency. Instead, we car%@de that the number

of employees significantly varies human capital efﬁciency@ic ting that the regression

model fits the data well. QQ
Table 4.4: Coefficients showing number of ees does not have any significant

effect on human capital efficiency. ®

C—:\\('?oefficients*1

Unstandardiz Q tandardized 95.0% Confidence Interval
Coefficients for B
: Lower Upper
Model B \EE or Beta t Sig. Bound Bound
I (Constant) s&% 4352 1722 089 -16.142 1.154
Number of \_4- 004 879 17.283  .000 068 086
Employe

a. Dep\exﬁent Variable: Human Capital Efficiency

Source: Researcher’s Fieldwork, 2024

The regression model's summary in table 4.4, indicating the number of employees has no
discernible impact on the efficiency of human capital. The coefficients that make up the

regression equation are the first part of the regression model shown above. When there are
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no employees, the expected value of human capital efficiency is -7.494, which is

represented by the regression intercept (Constant).

The amount by which we forecast that human capital efficiency changes for an increase in
the number of employees of one unit is represented by the regression slope, or B, which
1s.077. The associated standard errors of.004 and 4.352 for each of the coefficients can be
used to evaluate their significance. In the case of the slope, a standardized coefﬁ%t can
also be constructed, and the value under the Beta column of.879 indicate@Qexpected

change in the number of standard deviations of human capital efﬁCiGKKf&J’l increase of

one standard deviation in the workforce. %0

Forming test statistics that are reported under the t @ is necessary in order to
determine the significance of the coefficients. The t s@ti for the intercept is -1.722, and
the value can be compared with a t distribution t@:‘ the null hypothesis that the intercept

B = 0. The p value is.089, meaning that w nable to reject the null hypothesis that the
intercept is zero. éo\’&

Similarly, the t statistic fos &%pe is 17.283, and the value can be compared with a t
distribution to test the@?ypothesis that B = 0. The p value is.000, meaning that the null
hypothesis regirdl\@se slope coefficient on the number of employees is zero is rejected.
The confid intervals for the coefficients are finally displayed in the two columns, with
al e%l)und of -16.142 and an upper bound of 1.154 for the estimation of the intercept.
Likewise, we reject the null hypothesis that the slope was zero because the 95 percent

confidence interval bounds for the slope (number of employees) B coefficient are.068

and.086, respectively.

Hy2: Gross staff cost does not influence organisational profitability
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Table 4.5: Summary of Regression Model showing gross staff cost does not influence

organisational profitability.

Model Summary®

Adjusted R Std. Error of Durbin-
Model R R Square Square the Estimate Watson

1 5912 .349 342 53681090.32 1.408

a. Predictors: (Constant), Gross Staff Costs

b. Dependent Variable: Organisational Profitability (net profit after tax) Q\

Source: Researcher’s Fieldwork, 2024 ( O
Table 4.6 ANOVA Table Showing gross staff does @ence organisational

profitability. Q

\
ANOVAb’b
&)

Sum of
Model Squares Df Mean Square F Sig.
1 Regression 1.36E+17 \% 1 1.36E+17 47.195  .000°
Residual 2.5359E+17 c,J\ 88  2.88166E+15
Total 3.8959E+1b\ 89

a. Dependent Variable: Organisatidnal Profitability (net profit after tax)

b. Predictors: (Consta&(@%ss Staff Costs
Source: Rese@ﬁeldwork, 2024

The modgl mary of the regression model of gross staff cost does not significantly

affés&ﬁnizational profitability, as table 4.5 demonstrates.

The study of the model summary reveals that the multiple correlation coefficient R 1s.591,
indicating a high positive connection between the dependent variable (organizational

profitability) and the predictors (gross staff costs).

The table 4.5 yields the following information that the R square (R?) is.349. This indicates

that the gross staff expenses (the independent variable) can account for 34.9% of the
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variation in the dependent variable, which is organizational profitability. The error term
and additional variables not included in the model account for the remaining 65.1%. The
average distance between the data points and the fitted line of organizational profitability is
indicated by the standard error of the estimate, which is also referred to as the standard

error of the regression and is 53681090.32.

Since the observed value of the test statistic (1.408) is less than the tabulated low%)und,
we reject the null hypothesis of non-auto correlated error in favor of the@?&hesis of

positive first-order autocorrelation. &

The last column displays Durbin-Watson, which is 1.408. Fro le, the bounds are
dL =1.635 and dU = 1.679. O

The ANOVA table is used to assess if the model is@&ently significant, as shown in
Table 4.6. The null hypothesis, which states (g&oss staff costs have no discernible
impact on organizational profitability, can‘@ted using the F-value of 47.195. F must be
compared with an F (1, 88) degree o‘%s m in order to accomplish this. The output is a p
valve, which is listed in thqs@nce column. In this case, p is reported as.000, which is

less significant than th%@d.% level of significance.

N

It can be concl d%‘. there is a significant variation in organizational profitability due to
gross staff @[;ﬂ dicating that the regression model is a good fit for the data. As a result,

we rej %f& null hypothesis that gross staff cost has no significant effect on organizational

pro%gility.

Table 4.7: Coefficients showing gross staff does not influence organisational

profitability.
Coefficients?
Unstandardized  Standardized 95.0% Confidence
Model Coefficients Coefficients t Sig. Interval for B
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Std. Lower Upper

B Error Beta Bound Bound
1 (Constant) 8650092 6044390 1.431 .156 -3361863 20662046
Gross
Staff 499 .073 591 6.870 .000 354 .643
Costs

a. Dependent Variable: Organisational Profitability (net profit after tax)

Source: Researcher’s Fieldwork, 2024
The regression model demonstrating that gross personnel expenses have no beating on

O

The coefficients that make up the regression equation are the firs 4\of the regression

organizational profitability is described in Table 4.7.

model shown above. When gross staff expenses are zer% expected value of
organizational profitability is 8650092, which is repre y the regression intercept
(Constant). The amount by which we forecast that crease in gross staff expenses of

one unit will affect organizational profitability )béresented by the regression slope, or B,

which 1s.499. ®

In order to determine their signi e and, in the case of the slope, to construct a
standardized coefficient, b\qt\lﬁz%fﬁcients have associated standard errors of 6044390
and.073, respectively.@%efﬁcient under the Beta column of.591 indicates the expected
change in the er“of standard deviations of organizational profitability for an increase
of one standard deviation in gross staff costs. The test statistics that are reported under the t
colum t be formed in order to determine the significance of the coefficients. The t
statistic for the intercept is 1.431, and the value can be compared with a t distribution to
test the null hypothesis that the intercept B = 0. The p value is.156, so we are unable to

reject the null hypothesis that the intercept is zero.
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Similarly, the t statistic for the slope is 6.870, and the value can be compared with a t
distribution to test the null hypothesis that B = 0, the p value is.000, allowing us to reject

the null hypothesis that the slope coefficient on gross staff costs is zero.

The confidence intervals for the coefficients are finally displayed in the two columns, with
an upper bound of 20662046 and a lower bound of -3361863. Likewise, we reject the null
hypothesis that the slope was zero because the 95 percent confidence interval bounds for

the slope (gross staff costs) B coefficient are.354 and.643. QQ

Ho3: Human resources accounting-related costs (training, @nt, and welfare costs)

do not influence return on asset Q
Table 4.8: Summary of Regression Model ing human resources accounting-

related costs (training, development, a?@elfare costs) do not influence return on

asset. é;\\,

@ﬂel Summary®

\ Adjusted R Std. Error of Durbin-
Model uare Square the Estimate Watson

1 Q}’ﬂ -.010 110.564559884 2.062
a. Predictors: )) Tralmng, Development Cost Welfare Costs

b. Depenﬂ@v ariable: Return on Assets

|\/ esearcher’s Fieldwork, 2024

Table 4.9 ANOVA Table Showing human resources accounting-related costs (training,

development, and welfare costs) do not influence return on asset.

ANOVA?
Sum of
Model Squares Df Mean Square F Sig.
1 Regression 1697.149 1 1697.149 139 7100
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Residual 1075757.927 88 12224.522
Total 1077455.076 89

a. Dependent Variable: Return on Assets
b. Predictors: (Constant), Training, Development Cost Welfare Costs

Source: Researcher’s Fieldwork, 2024

Table 4.8 shows the model summary of regression model of human resources accounting-

related costs (training, development, and welfare costs) do not influence return on«a%&t.

In the model summary, the analysis shows that the multiple correlati(ng‘ﬁcient R

is .040, which indicated a very weakly positive correlation betweensthe“predictors (human

resources accounting) and the dependent variable (return on asst%
The following information can be derived from the table

R square (R?) is .002, which implies that 0.2% 6%%&011 in return on asset (dependent
variable) can be explained by the human ‘@’Qs accounting (independent variable). The
remaining 99.8% is explained by oth\&tors outside the model and the error term. The
standard error of the estimate is@%4559884, is also known as the standard error of the
regression, which tells us&\ﬁverage distance of the data points from the fitted line of

organisational profitabi

The last ¢ un&s:b\\)v'v Durbin-Watson which is 2.062, since d > 2, then the error terms are
negative rrelated, to test for negative autocorrelation, the test statistic (4-d) is
compar€d to lower and upper critical values, from the table the bound are dL = 1.635 and
dU = 1.679, since the observed value of the test statistic (4-2.062 = 1.938) is greater than
the tabulated upper bound, then we do not reject the null hypothesis of non-auto correlated

error in the favour of the hypothesis of the negative first-order autocorrelation.
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Table 4.9 shows the ANOVA table is used to determine whether the model is significant
enough. F — Value is .139 and can be used to test the null hypothesis human resources
accounting does not have any significant effect on return on asset. To do this, F needs to be

compared with an F (1, 88) degree of freedom.

The results in a p valve that is given in the sig. column, here p is quoted as .710 which is
greater than the conventional .05 level of significance. Therefore, we fail to rejeq%e null
hypothesis that human resources accounting does not have any significant e return

on asset and it can be concluded that there exists not a significant V@&in return on

asset due human resources accounting. %Q

QO

Table 4.10: Coefficients showing human reSO%&@ounting-related costs (training,

development, and welfare costs) do not i@e return on asset.

. Q\Q'§>ficients*1

Lo
Unstandardi %d 7 Standardized 95.0% Confidence
Model Coefficil Coefficients ¢ Sig. Interval for B
B W\ Std. Beta Lower Upper
N Error Bound  Bound
(Constant) 186  11.898 -1.563 122 42245  5.045
Training, _°® @
1 Developm@l T3E- 1.806E- -2.916E- 4.262E-
Cost Welfar 08 07 04 373 07 07

Cost
a. ep@t Variable: Return on Assets

Source: Researcher’s Fieldwork, 2024

The regression model demonstrating that costs associated with human resources
accounting (training, development, and welfare costs) have no effect on return on asset is
described in Table 4.10. The coefficients that make up the regression equation are the first

part of the regression model shown above. The expected value of return on asset when
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human resources accounting is zero is represented by the regression intercept (Constant),
which is -18.6. The amount by which we predict that return on asset changes with an
increase in human resources accounting of one unit is 6.73E-08, which is the regression

slope.

In order to determine their significance and, in the case of the slope, to construct a
standardized coefficient, both coefficients have associated standard errors of 1%3 and
1.806E-07, respectively. The coefficient located under the Beta column of.O@sates the

expected change in the number of standard deviations of return on as;&f&aﬁ increase of

one standard deviation in human resources accounting. We mus % test statistics that

are reported under the t column in order to determine the si@ance of the coefficients.

For the intercept, the t statistic is -1.563, and thqﬁe can be compared with a t
distribution to test the null hypothesis that the i l@k B = 0. The p value is.122, meaning
that we are unable to reject the null h)r&@is that the intercept is not equal to zero.
Similarly, for the slope, the t statis mﬁ, and the value can be compared with a t
distribution to test the null.h&@&is that B = 0. The p value is.71, meaning that we are

unable to reject the @stpothesis that the slope coefficient on human resources

accounting is not g&to zZero.
[ ]

The conﬁd@e tervals for the coefficients are finally displayed in the two columns, with
a lowegrald of -42.245 and an upper bound of 5.045 for the estimation of the intercept.
Similarly, we are unable to reject the null hypothesis that the slope was not equal to zero
because the slope (human resources accounting) B coefficient has a 95 percent confidence

interval bound of -2.916E-07 and 4.262E-07.

Ho4: Human resources accounting-related costs (training, development, and welfare costs)

do not influence return on equity.
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Table 4.11: Summary of Regression Model Showing human resources accounting-

related costs (training, development, and welfare costs) do not influence return on

equity.
Model Summary®
Adjusted R Std. Error of Durbin-
Model R R Square Square the Estimate Watson
1 .149° .022 011 2.572794184 .249
a. Predictors: (Constant), Training, Development Cost Welfare Costs \

b. Dependent Variable: Return on Equity ( Q

Source: Researcher’s Fieldwork, 2024 :&

Q
QO

6’6

Table 4.12 ANOVA Table Showin % an resources accounting-related costs

(training, development, and welf& ts) do not influence return on equity.

) r\A ANOVA?
S
Model Df Mean Square F Sig.
1 Regression o \ 13.287 1 13.287 2.007  .160°
Residual 582.496 88 6.619
Total M\ 595.782 89

a. Depend@'e&l ariable: Return on Equity

b. Mtors: (Constant), Training, Development Cost Welfare Costs

Source: Researcher’s Fieldwork, 2024

The regression model summary for human resources accounting-related expenditures
(training, development, and welfare costs) does not affect return on equity, as shown in

Table 4.11.
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The study of the model summary reveals that the multiple correlation coefficient R is.149,
indicating a very weakly positive connection between the dependent variable (return on

equity) and the predictors (human resources accounting).
The table 4.11 yields the following information:

The R square (R?) is.022, meaning that the accounting for human resources can account for
2.2% of the variation in return on equity (the dependent variable). The erro and
additional variables not included in the model account for the remaini . %. The
average distance between the data points and the fitted line of retu quity is indicated

by the standard error of the estimate, which is 2.572794184. Thi e is also referred to
as the standard error of the regression. QQ

Since the observed value of the test statistic (.249) ,8%*5 than the tabulated lower bound,
we reject the null hypothesis of non-auto co d error in favor of the hypothesis of
positive first-order autocorrelation. The 1 }o\%lmn displays Durbin-Watson, which is.249.
From the table, the bounds are dL é@nd dU=1.679.

The ANOVA table was used&g&ess if the model is sufficiently significant, as shown in

Table 4.6. The null @sis, which states that human resources accounting has no

discernible imﬁa@etum on asset, may be tested using the F-value of 2.007. F must be

compared \%

The@&of a p valve, which is reported in the sig. column; in this case, p is quoted as.160,

(1, 88) degree of freedom in order to accomplish this.

which is higher than the typical level of significance: .05. Thus, it may be said that there is
no significant variance in return on equity caused by human resources accounting, and we
are unable to reject the null hypothesis that human resources accounting has no effect on

return on asset.
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Table 4.13: Coefficients showing human resources accounting-related costs (training,

development, and welfare costs) do not influence return on equity.

Coefficients
Unstandardized  Standardized 95.0% Confidence
Coefficients Coefficients Interval for B
Std. Lower Upper

Model B Error Beta T Sig. Bound Bound
b (Constant) —_go4 277 sy 129 0974 0.126

Training, Q

Development 5.95E-  4.20E- —2.36 f ;;’ 1.43063E-

Cost Welfare 09 09 1491417 160

Costs &

a. Dependent Variable: Return on Equity o

Source: Researcher’s Fieldwork, 2024 %2

The regression model demonstrating that costs as @ d with human resources

accounting (training, development, and welfare s‘sb%e no effect on return on equity is

described in Table 4.13. The coefficients that up the regression equation are the first

part of the regression model shown abayve.NThe expected return on equity when human
: ’&b

resources accounting is zero is re \ted y the regression intercept (Constant), which is

-.424. The amount by whioh&@drecast that return on equity decreases for an increase in

human resources accos@ of one unit is 5.95E-09, which is the regression slope.

In order to ﬁ/@ their significance and, in the case of the slope, to construct a
standardizeéoefﬁcient, both coefficients have associated standard errors of.277 and
4.28&/@4 respectively. The coefficient under the Beta column of.149 indicates the
expected change in the number of standard deviations of return on equity for an increase of
one standard deviation in human resources accounting. The test statistics that are reported
under the t column must be formed in order to determine the significance of the
coefficients. The t statistic for the intercept is -1.531, and the value can be compared with a

t distribution to test the null hypothesis that the intercept B = 0. The p value is.129,
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meaning that we are unable to reject the null hypothesis that the intercept is not equal to

Z€ro.

Similarly, the t statistic for the slope is 1.417, and the value can be compared with a t
distribution to test the null hypothesis that B = 0, the p value is.160, meaning that we are

unable to reject the null hypothesis that the slope coefficient in human resources

accounting is not equal to zero. \

Lastly, the two columns present the confidence intervals for the coefo with the
estimate of the intercept having a lower bound of -.974 and a er bound of.126.
Similarly, we are unable to reject the null hypothesis that the Qs not equal to zero

because the slope (human resources accounting) B coeffici s a 95 percent confidence

interval bound of -2.3977E-09 and 1.43063E-08. Q

O

R\

Ho5: Human resource@iting has no joint significant effect on financial performance

Table 4.14: .@y of Regression Model of joint influence of human resource

accountin%{ inancial performance

Q0
Model Summary®

Adjusted R Std. Error of the Durbin-
Model R R Square Square Estimate Watson

1 926" 0.857 0.856 16875849.59 1.53

a. Predictors: (Constant), Human Resource Accounting
b. Dependent Variable: Financial Performance

Source: Researcher’s Fieldwork, 2024

Table 4.15 ANOVA Table of joint influence of human resource accounting on financial
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performance

ANOVA?
Sum of
Model Squares Df  Mean Square F Sig.
1 Regression 1.508E+17 1 1.50795E+17 529.488 .000°
Residual 2.5062E+16 88  2.84794E+14
Total 1.7586E+17 89

a. Dependent Variable: Financial Performance
b. Predictors: (Constant), Human Resource Accounting

Source: Researcher’s Fieldwork, 2024 Q\
The model summary of the regression model of human resources account(g/gcates that

there is no combined substantial impact on financial performance (1@ 14).

The study of the model summary reveals that the multiple (@&1 coefficient R is.926,
indicating a high positive correlation between th@tpendent variable (financial

performance) and the predictors (human resource?a%%ting).

Table 4.14 yields the following results: @mare (R?) is .857, meaning that human
resources accounting accounts for 'BS@sof the variation in financial performance (the

3N

dependent variable). The errorém and additional variables not included in the model
account for the remaini . A%) Moreover, a very good fit of the model is indicated by
the small difference Qeen the R square (R2) and Adjusted R square (Adjusted R?)
values, Which@% = 0.001. The average distance between the data points and the
fitted lin%émncial performance is indicated by the standard error of the estimate, which

is oh&ferred to as the standard error of the regression and is 16875849.59.

Since the observed value of the test statistic (1.53) is less than the tabulated lower bound,
we reject the null hypothesis of non-auto correlated error in favor of the hypothesis of
positive first-order autocorrelation. The last column displays Durbin-Watson, which is 1.53.

From the table, the bounds are dL = 1.635 and dU = 1.679.

157



Table 4.6 shows how ANOVA table was used to determine whether the model is
sufficiently significant. F — Value is 529.488 and was used to test the null hypothesis
human resources accounting does not have any significant effect on financial performance.
To do this, F needs to be compared with an F (1, 88) degree of freedom. The results in a p
valve is given in the significance column, here p is quoted as .000 which is less than the

conventional .05 level of significance. \

Therefore, we reject the null hypothesis that human resources accountin ot have
any significant effect on financial performance and it can be conclud&h ere exists a
significant variation in financial performance due to human res accounting. Which

means that the regression model is a good fit for the data. O

Q
Q
>

Table 4.16: Cc’@ts of joint influence of human resource accounting on financial

performa%
O
\;b Coefficients®

Standardiz
ed
Unstandardized Coefficien 95.0% Confidence Interval
Coefficients ts for B
Lower Upper
Model B Std. Error Beta t Sig. Bound Bound
1 (Constan - -
0 264457.90 18866706% _140 889 4013818.60 3484902'72
3 0
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Human
Resource 23.01

. 2.489 .108 .926 .000 2.274 2.704
Accounti 1

ng

a. Dependent Variable: Financial Performance

Source: Researcher’s Fieldwork, 2024

Table 4.16 summarized the regression model of joint influence of human resource
accounting on financial performance. The regression model above begins %1 the
coefficients that form the regression equation. The regression intercept ( Lnt) is -

264457.903. When human resource accounting is zero, the anticipat&gu( of financial

performance is -264457.903. %Q

By the regression slope, the B is 2.489 and is the amou ich we predict that human
capital efficiency changes for an increase in human r@rce accounting of one unit. Both
coefficients have associated standard errors of 0.266 and .108 respectively, that can
be used to assess their significance, an&g in the case of the slope, to construct a
standardized coefficient which is un %Beta column of .926. It represents the predicted
change in the number of stqnd&@&iation of financial performance for an increase of one

standard deviation in I%@\esource accounting.

To test for the s@ance of the coefficients, we need to form test statistics which are
reported u rg'ﬂg t column. For the intercept, the t statistic is -.140 and the value can be
compa@faith a t distribution to test the null hypothesis that the intercept B = 0, the p
value is .889. So, we fail to reject the null hypothesis that the intercept is zero, and for the
slope, the t statistic is 23.011 and the value can be compared with a t distribution to test the
null hypothesis that B = 0, the p value is .000. So we reject the null hypothesis that the

slope coefficient on human resource accounting is zero.
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Finally, the two columns show us the confidence intervals for the coefficients and which
show a lower bound of -4013818.600 and an upper bound of 3484902.795 for the estimate
of the intercept. Similarly, at the 95 percent confidence interval bound for the slope
(human resource accounting), B coefficient are .2.274 and 2.704, we reject the null

hypothesis that the slope was 0.
4.4 Discussion of Findings \

The following are the results of multiple regression analysis for the L@ resource

accounting and financial performance of listed Information Comg\ation Technology

Companies in Nigeria. %

Hypothesis one was tested to determine the impact of t@ er of employees on human
capital efficiency. The results indicate that the mprf the number of employees does
have a significant influence on human ca fficiency. The rejection of the null
hypothesis further emphasises the statiﬁcgv?gniﬁcance of this influence, reinforcing the

idea that the number of employees crucial roles in fostering positive and strong human

capital efficiency. This ﬁndi@%(ghlights that the variable contribute positively to the

human capital efﬁcier&bQ

Hypothesis tv(is&%ﬁted to determine the impact of the gross staff cost on organisational
proﬁtabilité’[he results indicate that the impact of the gross staff cost does have a
sigm@/ influence on organisational profitability. The rejection of the null hypothesis
further emphasises the statistical significance of this influence, reinforcing the idea that the

gross staff cost play crucial roles in fostering positive and strong organisational

profitability.

Hypothesis three was tested to determine the impact of human resources accounting-

related costs (training and development, and welfare costs) on return on asset at p<0.05. It
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was found that the results were not significant (we fail to reject the null hypothesis that the

slope was not equal to 0).

Hypothesis four was tested to determine the impact of human resources accounting-related
costs (training and development, and welfare costs) on equity on asset.at p<0.05. It was

found that the results were not significant (we fail to reject the null hypothesis that the

slope was not equal to 0). \

Hypothesis five was tested to determine the joint influence of human res @ccounting
on financial performance. The results indicate that the inﬂuenc:&human resource

accounting does have a significant influence on financial perfor% “The rejection of the

null hypothesis further emphasises the statistical significan s% this influence, reinforcing

the idea that the human resource accounting plays a@:i role in fostering positive and

strong financial performance. This finding hig@%m the variable contribute positively

to the financial performance. ®

6 Chapter Five
\9’6 Conclusion

This chapter presents the summary of findings, conclusion, recommendations of the study,

contribution to knowledge and suggestion for further studies.
5.1 Summary of Findings

This study examined the human resource accounting and financial performance of listed

Information Communication Technology Companies in Nigeria. There were nine
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information technology companies listed on the Nigeria Exchange Group namely Airtel,
Briclinks, CHAMS, Courteville, CWG, eTRANSACT, MTN, NCR, and OMATEK

making up the Information Communication Technology sector.

The data were secondary data sourced from Nigeria Exchange Group. The data were
subjected to statistical test and the findings provided valuable insight into the human

resource accounting and financial performance of listed Information Comnu&ation

Technology Companies in Nigeria. OQ

The analysis provides the summary of descriptive statistics of hum ource accounting
and financial performance of listed Information Communicatio ology Companies in

Nigeria. The following are the mean: Human Capital cy is 26.604, Number of

Employee is 441.256, Organisational Profitability (rQQrﬁt after tax) is 23249474.856,
Gross Staff Costs is 29286322.077, Return on & is -17.707, Training, Development
Cost Welfare Costs is 13262720.611, and\x\g‘n on Equity is -0.345, with relatively high

variability in the value. é;\\.

Human Capital Efficiencys N@ér of Employee, Organisational Profitability (net profit
after tax), Gross Sta@ Training, Development Cost Welfare Costs have positive

skewness to tEe while Return on Assets, and Return on Equity have negative
C

skewness, @ \as to the left. The kurtosis were leptokurtic distribution which is greater
than S%Q%ults is a sharper peak with a lower likelihood.
From the analyses and interpretation of hypotheses, the following is the summary with the
major empirical findings of this study:
1. Number of employees have a positive and significant effect on human capital
efficiency (R = .879, R2 = .772, DW = .603, F = 298.714, B = .077, t = 17.283, p

(0.00) < 0.05).
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2. Gross staff cost have a positive and significant influence on organisational
profitability (R = .591, R? = .349, DW = 1.408, F = 47.195, B = .499, t = 6.870, p
(0.00) < 0.05).

3. Human resources accounting-related costs (training, development, and welfare
costs) have an insignificant influence on return on asset (R =.040, R? =.002, DW =
2.062, F=.139, B =6.73E-08, t =.373, p (0.710) > 0.05).

4. Human resources accounting-related costs (training, development Q%lfare
costs) have an insignificant influence on return on equity (R =.149, R5=.022, DW
=.249,F =2.007, B =5.95E-09, t=1.417, p (0.160) > 0.050

5. Human resources accounting variables jointly ha ﬁmsitive and significant
influence on financial performance (R =.926, R ,DW =1.53, F = 529.488,

B =2.489,t=23.011, p (0.00) < 0.05). b’bQ

(&

\O

Based on the summary of findings in ﬂ\' udy, the study conclude that:

5.2 Conclusion

1. Number of employe@ significant on human capital efficiency of listed
Information Co ication Technology Companies in Nigeria.

2. Qross stafg\' t was significant on organisational profitability of listed Information
[ ]

Co m@ion Technology Companies in Nigeria.
3 R& on asset have a positive insignificant relationship with human resources
\Accounting—related costs (training, development, and welfare costs) of listed
Information Communication Technology Companies in Nigeria.
4. Return on equity have a positive insignificant relationship with human resources

accounting-related costs (training, development, and welfare costs) of listed

Information Communication Technology Companies in Nigeria.
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5. Human resources accounting variables jointly have a positive and significant
influence on financial performance of listed Information Communication

Technology Companies in Nigeria.
5.3 Recommendations

1. Firms in Information Communication Technology sector in Nigeria should invest
more in human resources to enhance their productivity and competitiven:

2. Firms in Information Communication Technology sector in Nigeric} disclose
more information about their human resources accounting ractices to attract

investors and stakeholders. %

3. Firms in Information Communication Technolog in Nigeria should monitor

and evaluate the impact of human resourceg™accounting and on their financial

>

performance and make necessary adjus‘@.

4. Firms in Information Communic ﬁs echnology sector in Nigeria should invest in
the human resources in thi’{é%’ﬁ\'ﬁeing service oriented for increased profitability
and the success of th ization at large.

5. In addition, B@ Directors should ensure that necessary policies relating to
HRA are r@y established but, effectively implemented.

5.4 Contri%tgl(to Knowledge

Thi%%y contributes to the existing literature by examining the relationship between
human resource accounting (HRA) and different measures of financial performance as
moderated by Information Communication Technology (ICT) expenditure. The study
provides a better understanding about human resource accounting and its benefits in ICT
sector in Nigeria. The study also provides empirical evidence on the relationship between

HRA disclosure and financial performance, and how this relationship is influenced by the
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level of ICT adoption. The study adds to the knowledge of HRA and ICT as strategic
intangible assets that can enhance the competitiveness and sustainability of firms in

Nigeria.
5.5 Suggestion for Further Studies

Future studies can extend the scope of this study by using other measures of HRA and ICT,
such as ICT intensity, ICT productivity, etc. Future studies can also explore ausal
mechanisms that link HRA and ICT to financial performance, such as inn a customer
satisfaction, employee engagement, etc. Future studies can also Q re the effects of

HRA and ICT on financial performance across different sectorssgegiofis, and countries.

O
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APPENDIX 1

DATE

(OMATEK 'ANNUAL REPORT TILL 31 DECEMBER YEARLY | | | | | | (LISTED -
DATE JULY 6,

012 013 2014 2015 2016 017 2018 2019 2020 w21 2022 INCOR 1998
N'million N'million N'million N'million N'million N'million N'million N'million N'million N'million N'Million

HUMAN CAPITAL EFFICIENCY 3T04161447 2126382863 3866089216  -10.89233333 1.99579189 196875 -0.583703704 3AIS -LO4IS3R462  -L.794094488 -1.83503937

(ORGANISATIONAL

PROFITABILITY(NET PROFIT AFTER 236.82 182,28 -892.43 -4409.16 -1060.45 -134 -1161.33 -1364.08 -2090.8 -1750.51 -1930.45

RETURN ON ASSETS | 3504566058 LU18773603 1121584241 899011287 1084725837 283S4BASIY  -D3BMDEIM9  IB061T  43SINESI2 3668986188 4LINTUIE

RETURN ON EQUITY 0.067328523  0.033801633  -0.433850267 187434003 0310212786 -0.288153238 019472334 0186146288 0.221976855  0.1S6715309  -0.147385097

NUMBER OF EMPLOYEE | L) 0 0 ) 0 L) 0 0 o 0 0

(GROSS STAFF COSTS | 874 3688 109 3 2614 k) 7 26 26 254 254

TRAINING , DEVT &WELFARE COSTS ] 0 0 ] 0 0 0 0 0 0 ]

REVENUE | 1385.52 104 1145 310 277.03. 116, 18 104 01 375 0.54

(OPERATING EXPENSES 34681 276.67 27541 666.77 %1 403 60.76 11583 9873 100.12 9195

TOTAL ASSETS 675747 8603.09 795687 49044 5086.76 4881 4879 4m3 4770 4 4673

TOTAL EQUITY 351738 3388 2087 235038 341846 4803 5964 138 9419 11170 13098

Human capital Efficiency = jul
(HC) Human Capital

profitability NET Profit after tax
RETURNONEQUITY ~ NETFROFITAFTERTAX ]
| SHAREHOLDERS EQUITY
RETURN ON ASSETS N X 100
TOTAL ASSETS
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'APPENDIX 2

E-TRANSACT ANNUAL REPORT TILL 31 DECEMBER YEARLY
[ [ [ AUGUST
2012 2013 2014 2015 W16 2017 2018 2019 2020 2021 2022ATE LISTE 7,209
[ [ [ | [ DATE MAY

N'000 N'000 N'000  N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000 INCORPO 17,2003

HUMAN CAPITAL EFFICIENCY 0 0 12.504838  12.727658 10.6192599 14.5866805 16.8524265 22.8237915 227877461 17.4109616 10.5185686
ORGANISATIONAL

PROFITABILITY(NET PROFIT 127758 192684 407562 704704 449486 208405 -3136413 147035 -1888992 455749 1174972

RETURN ON ASSETS 3.8880352 5358591 8.7450799 12.079516 6.50367096 3.31694741 -52.55913  2.1729807 -17.8786528 4.17679364 6.64309997
RETURN ON EQUITY 0.0336069 0.0748019  0.136606 0.2026066 0.12814357 0.06322814 -19.6434642 0.47940672 1.19383425 (0.18881829 0.12667031
NUMBER OF EMPLOYEE 0 0 136 141 17 176 182 220 9 155 29
GROSS STAFF COSTS 0 0 515338 601185 844219 734519 1020834 1064347 945382 1290410 1966359
TRAINING , DEVT &WELFARE 0 0 45423 61904 110258 4270 95458 93800 79949 99766 334484
REVENUE 3062952 4706834 7092341 8671880 10404501 11681742 18621653 25193379 22724284 23584553 22542393
OPERATING EXPENSES 0 0 1163461 1621388 2283739 1702067 2438957 1965292 2126541 2407684 3825472
TOTAL ASSETS 3285927 3595796 4660472 5833876 6911266 6283036 5967399 6766512 6775765 10911456 17687104
TOTAL EQUITY 2383239 2575923 1983485 3478189 3507675 3296080 159667 306702 1582290 2413691 9275828
Human capital Efficiency = (VA) Value added |

(HC) Human Capital |
organisational profitability NET Profit after tax
RETURN ON EQUITY NET PROFIT AFTER TAX

SHAREHOLDERS EQUITY
RETURN ON ASSETS NET PROFIT AFTERTAX X : 100

TOTAL ASSETS

170
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"APPENDIX 3

CHAMS ANNUAL REPORT TILL 31 DECEMBER YEARLY
DATE
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 LISTED -
DATE
INCORP
ORATE SEP.10.
N'000  N'000  N'000  N'000  N'000 N'000 N'000 N'000  N'000 N'000 N'000 D 1985
HUMAN CAPITAL EFFICIENCY 0 0 0 0 -2.051073 0.5988673 5415762 4.990023 335424 53753668 7.1142833
ORGANISATIONAL
PROFITABILITY(NET PROFIT
AFTER TAX) 0 0 0 0 -1518613 -1269217 380148 322624 919676  -359916  -375240
RETURN ON ASSETS 0 0 0 0 -25.16995 -26.59643 7226354 5419734 -13.1748 -3.043598 -2.3036575
RETURN ON EQUITY 0 0 0 0 -0.827248 -2.167705 0229941 0.163367 -0.64353 -0.0760177 -0.0397102
NUMBER OF EMPLOYEE 0 0 0 0 0 0 0 0 0 32 19
GROSS STAFF COSTS 0 0 0 0 352747 363745 385230  S07885 466743 573519 661584
TRAINING , DEVT & WELFARE 0 0 0 0 45445 36777 33246 36076 57156 §8294 94233
REVENUE 0 0 0 0 1482037 1956517 3012513 3285817 2111288 3324752 5066147
OPERATING EXPENSES 0 0 0 0 2558294 2102427 1311429 1259344 1012463 815396 1021035
TOTAL ASSETS 0 0 0 0 6033436 4772133 5260578 5952765 980556 11825346 16288880
TOTAL EQUITY 0 0 0 0 1835741 585512 1633241 1974844 1429112 4734634 9449453
Human capital Efficiency = (VA) Value added
(HC) Human Capital
organisational profitability 'NET Profit after tax
RETURN ON EQUITY NET PROFIT AFTER TAX
SHAREHOLDERS EQUITY
RETURN ON ASSETS NET PROFIT AFTER TAX X 100
TOTAL ASSETS
171
R\
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APPENDIX 4

DATE
CWG ANNUAL REPORT TILL 31 DECEMBER YEARLY LISTED -
DATE  SEP. 26,
2012 2013 2014 2015 2016 2017, 218 2019 2020 2021 2022 INCORPO, 1991

N'000 N'000 N'000  N'000  N'000  N'000  N'000  N'000  N'000  N'000  N'000
HUMAN CAPITAL EFFICIENCY 140.1138 192.6379 9.389525 9.529405 6.16399 4250214 436113 641449 9.38268 8.550494 8.735591
ORGANISATIONAL
PROFITABILITY(NET PROFIT = 339225 612847 120017 -1795846 127675 -1576430 -1146238 72742 443153 449640 476803
RETURN ON ASSETS 2957831 4.557085 0.879486 -17.06085 0.864522 -12.61834 -999.833 37.9023 5503396 5342281 3.280822
RETURN ON EQUITY 0.111431 0.121381 0.024179 -0.586333 0.040069 -1.001851 -9.99833 0.37902 (0.791051 0425116 0.32393
NUMBER OF EMPLOYEE 0 0 570, 563 526 694 639 632 529 54 383
GROSS STAFF COSTS 114362 90922 1447179 1313233 1462457 1691416 1327518 1299007 1147140 1257369 1463843
TRAINING , DEVT &WELFARE 0 0 61890 47224 68696 81556 76199 52915 143891 1329224 283056
REVENUE 18760741 20669298 15356280 15613282 10165971 8827460 7755122 9566537 11715818 11708775 14206737
OPERATING EXPENSES | 2851403 3245193 3215135 4412186 2613857 3329996 3293162 2533078 2099710 2215018 2883046
TOTAL ASSETS 11468709 13448225 13646269 10526120 14768280 12493160 114643 191920 8052355 8416630 14533033
TOTAL EQUITY | 3044252 5048950 4963742 3062841 3186387 1573517 114643 191920 560208 1057687 1471934
Human capital Efficiency = (VA) Value added

|(HC) Human Capital
organisational profitability NET Profit after tax
RETURN ON EQUITY NET PROFIT AFTER TAX

SHAREHOLDERS EQUITY
RETURN ON ASSETS NET PROFITAFTERTAX X 100

| TOTAL ASSETS

172
\‘
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APPENDIX §

NCR ANNUAL REPORT TILL 31 DECEMBER YEARLY DATE LISTED
DATE  DEC.
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 INCORPORA 9.

N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000
HUMAN CAPITAL EFFICIENCY 0 0 249585054 131175892 13.2141499 10.6274657 10.8500496 8.786593457 8.994820017 3.344057877 4.450787456
ORGANISATIONAL
PROFITABILITY(NET PROFIT ~ -1065176 19373 157388 18610 66490 150668 15907 949662 -291130 7552 -1010825
RETURN ON ASSETS | -19.8789024 034948112 234923592 023500513  0.5660594) 167979328 0.2654517 -11271095 -4.55315919 0.147257715 -23.4456042
RETURN ON EQUITY 751818182 -0.14008258 0.60547353 0.07059216 0.20296341 0.33955418) 0.05661779 1.767260181 0.344876605 -0.00900276 0.54766194
NUMBER OF EMPLOYEE 0 0 47 62 104 123 113 19 116 153 139
GROSS STAFF COSTS 0 0 2435 49919 553134) 666709 651682 677505 729346, 717109 615971
TRAINING , DEVT &WELFARE CC 0 0 2760 24684 33970 73969 62294 52967 63166 T 36227
REVENUE 6463898 6107931 6642862 6303787 7058196 6907926 6621647 6067675 5125508 2540792 3269459
OPERATING EXPENSES 2384 105217 70445 330070 300913 489208) 202547 792219 -705482 839847 1143874
TOTAL ASSETS 5358324 5543361 6699540 7918976 11746117 8969437 9759591 8425641 6394022 5128424 4310083
TOTAL EQUITY 141680 138297 259942 263627 327596 443723 457577 537364 844157 -B388S4  -1845162
Human capital Efficiency = 'A) Value added

|(HC) Human Capital
organisational profitability |NET Profit after tax
RETURN ON EQUITY NET PROFIT AFTER TAX

|SHAREHOLDERS EQUITY
RETURN ON ASSETS NET PROFIT AFTER TAX X 100

TOTAL ASSETS
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APPENDIX 6

DATE
COURTVILLE ANNUAL REPORT TILL 31 DECEMBER YEARLY | | LISTED -
DATE JAN42
2012 2013 2014 2015 2016 2017 2018 2019 2020 021 2022 INCOR 005

HUMAN CAPITAL EFFICIENCY 0 1195122991  10.06872953  9.659675895  7.339961912 5418314786 4.080301179 4767264408 4735528233  5.666990556 2921828677

ORGANISATIONAL

PROFITABILITY(NET PROFIT 0 07804720 317657145 65917262 36810033 36953213 TB440096 159705599 153575766 202287287 53914906
RETURN ON ASSETS 0 7055027619  6.726928928 1499442261  0.928372778 0904984398  1.871689697  3.945028092  3.562887345  4.295512264  1.168610161
RETURN ON EQUITY | 0 0103798883  0.098636667  0.021119375  0.011654207 0011626729  0.024085477  0.046601505  0.042889963  0.055020453  0.015024699
NUMBER OF EMPLOYEE 0 67 8 ] 80 %0 107 121 129 129 142
GROSS STAFF COSTS 0 81440203 100154161 102159966 122230378 149527593 215056781 393589525 320906182 302462698 348274956
TRAINING , DEVT &WELFARE 0 16996383 13046802 0 0 106381921 50411043 0 85553117 89868712 107101735
REVENUE | 0 1289873930 1350915001 1486006501 1322494119 1120715230 1048785540 1984341335 1690187869 2155289115 1741382577
OPERATING EXPENSES 0 398003552 442644004 601334306 547558178 460055255 386345884 SOISBSS26 491433766 743698560 1072057779
TOTAL ASSETS 0 4362913168 4722171862 4396118726 3965005641 4083297447 4190870747 4048275330 4310429787 4709259423 4613592094
TOTAL EQUITY 0 2965395399 3220477280 3120174912 3158518886 3178298165 3256738261 3427048126 3580692472 3676583431 3588418337
Human capital Efficiency = (VA) Value added

(HC) Human Capital
organisational profitability  NET Profitafter tax [
RETURN ON EQUITY NET PROFIT AFTER TAX

SHAREHOLDERS EQUITY
RETURN ON ASSETS NET PROFIT AFTER TAX X 100

TOTAL ASSETS

14

s
Q
i
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APPENDIX 7

" DATE MAY 16,
MTN | ANNUAL REPORT TILL 31 DECEMBER YEARLY LISTED | 2019
DATE = NOV.
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 INCOR | 82000
N'00D  N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000
HUMAN CAPITAL EFFICIENCY 0 0 0 0 0 37.65480112  36.77277306 13.8057121 10.4145174 13.0862942 43.316881
UKUGANDSALIVINAL I i I
PROFITABILITY(NET PROFIT
AFTER TAX) 0 0 0 0 0 81070221 145685901 203283 205214 298654 358877
RETURN ON ASSETS 0 0 0 0 0 8361134942 1546987064 13.5316049 10.4512099 13.2173813 13.213439
RETURN ON EQUITY 0 0 0 0 0 0.718376989  0.664163955 1.39371439 1.15039297 1.12707704 1.0690981
NUMBER OF EMPLOYEE 0 0 0 0 0 1551 1698 1870 1844 1699 1675
GROSS STAFF COSTS | 0 0 0 0 0 22683483 27152445 30707 45325 48381 45080
TRAINING , DEVT &WELFARE| 0 0 0 0 0 4220351 37659528 4915 15071 13960 11147
REVENUE | 0 0 0 0 0 887180480 1039117810 1169831 1346390 1654299 2012272
OPERATING EXPENSES 0 0 0 0 0 55721922 67799557 776606 919677 1069552 104627
TOTAL ASSETS 0 0 0 0 0 969607853 941739620 1502283 1963543 2259555 2716000
TOTAL EQUITY 0 0 0 0 0 112851918 219352315 145857 178386 264981 335682
Human capital Efficiency = .Q’AJ Value added
(HC) Human Capital
organisational profitability INET Profit after tax
RETURN ON EQUITY |NET PROFIT AFTER TAX
SHAREHOLDERS EQUITY
RETURN ON ASSETS |NET PROFIT AFTER TAX X [ 100
TOTAL ASSETS

175
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APPENDIX 8

189

BRICLINKS ANNUAL REPORT TILL 31 DECEMBER YEARLY
| 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 DATE LISTED 5’?;‘0‘:1
DATE JULY
N | N N N| N N N N N N N  INCORPORA | 30,2015
HUMAN CAPITAL EFFICIENCY 0 0 0 0 0 0 0 451.4924068 501.479641 124.960308 96.157
ORGANISATIONAL
PROFITABILITY(NET PROFIT 0 0 0 0 [] 0 0 -7316716 1098569 14419997 5898437
0 0 0 0 0 0 0 -0.88184228 0.13623431 1.83500136 0.74974214
RETURN ON EQUITY 0 0 0 0 0 0 0 -2.72677659 0.29048432 0.792227 0.24993073
NUMBER OF EMPLOYEE 0 0 L] 0 0 0 0 0 0
GROSS STAFF COSTS 0 0 L 0 0 0 295000 365000 2459000 780000
TRAINING , DEVT &WELFARE CQO 0 0 0 0 L] 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0 0 165600000 215860000 341733000 107312000
OPERATING EXPENSES 0 0 0 0 0 0 0 32704740 33184931 36914603 33089540
TOTAL ASSETS 0 0 0 0 0 0 0 829708010 806382012 785830318 786728755
TOTAL EQUITY 0 0 0 0 0 0 0 2683284 3781853 18201850 23600287
Human capital Efficiency = |(VA) Value added
|(HC) Human Capital
organisational profitability NET Profit after tax
RETURN ON EQUITY |NET PROFIT AFTER TAX
SHAREHOLDERS EQUITY
RETURN ON ASSETS |NET PROFIT AFTER (X 100
|TOTAL ASSETS
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APPENDIX 9

AIRTEL ANNUAL REPORT TILL 31 MARCH YEARLY AIRTELAFRICA |
JULY
012 w3 2014 015 2016 2017 018 2019, 2020 1 w2 223 DATELISTED 92019
JULY
[USSMILLION USSMILLIO USSMILLION USSMILLION USSMILLION USSMILLION USSMILLION USSMILLION USSMILLION USSMILLION USSMILLION USSMILLION DATEINCORPORATED 12,2018
HUMAN CAPITAL
EFFICIENCY 0 0 0 0 0 0 0 4 4 503 (38 708
ORGANISATIONAL
PROFITABILITY(NET
PROFIT AFTERTAX) | 0 0 0 " 0 0 [ 426 a0 a5 755 70
RETURN ON ASSETS 0 0 0 0 0 0 0 68 438 415 28 3
RETURN ON EQUITY 0 0 0 0 0 0 0 018 012 o1 021 00
NUMBER OF
EMPLOYEE | 0 0 0 0 0" [ " 3075 363 325 3757 4000
GROSS STAFF COSTS | 0 0 0 0 0 [ [ 236, B4 75 w7 87
TRAINING , DEVT [ I
& WELFARE COSTS 0 0 (] 0 0 0 [ 3 M I 1 “
REVENUE 0 0 0 0 0 0 0 wm un 3908 44 555
OPERATING
EXPENSES | [} 0 0 0 0 [ [ 2369 2538 2800, 3189, 381
TOTAL ASSETS | [ 0 [ 0 0 [ [ 9106 s 9992 10364 11166
TOTAL EQUITY 0 0 0 0 0 0 0 10| 381 3353 3649 3808

Human capital Efficiency (VA) Value added

|(HC) Human Capital

organisational profitabilit; NET Profit after tax

RETURNONEQUITY  NETPROFIT AFTERTAX

'SHAREHOLDERS EQUITY

RETURN ONASSETS  NET PROFIT AFTER TAX X 100

TOTAL ASSETS

177
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