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Abstract 

The study examined the 

long-run estimate and 

the short-run estimate 

effect of human resource 

accounting (HRA) 

practices on financial 

performance of quoted 

manufacturing 

companies in Nigeria. 

Simple random sampling 

technique was adopted 

to select a sample of 

thirty-seven (37) out of 

the sixty-three (63) 
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INTRODUCTION  

  Human resource 

(HR)is seen as a crucial 

factor of production 

and also the greatest 

asset at the disposal of 

businesses. This 

explains why the 

statement “our greatest 

assets are our people” is 

often a popular remark 

in the Annual Reports of 

majority of companies 

(Enofe, Sunday & Ovie, 

2013). However, 

despite the important 

role of HR in business 

performance, 

accounting practices 

have concentrated on 

the physical and 

financial resources of 

business, without 

bringing the vital 

ingredient of social 

system i.e. HR, into the 

fold, forgetting that the 

performance of the 

enterprise itself is the 

product of human 

activity, and the failure 

of most of organizations 

result from poor 

performance of its 

people. In cognisance of  
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quoted manufacturing 

companies in the 

Nigerian Stock Exchange 

(NSE) as at 2015. The 

study made use of 

secondary data 

extracted from the 

financial statement of 

the sampled companies 

for a period of sixteen 

years (). Panel data 

analyses was used. 

Result revealed that HRA 

practices have both long-

run and short-run 

relationship with 

financial performance of 

the selected companies. 

The study concluded 

that human resource 

accounting practices 

have positive significant 

influence on financial 

performance of Nigerian 

quoted manufacturing 

companies. It was 

recommended that 

management should put 

in place efficient HRA 

practices in their 

organisations to further 

boost their financial 

performance. 

 

the importance of human resources, accountants and economists all over the 

world have become conscious of the need to report this asset, giving rise to the 

introduction and implementation of Human Resource Accounting (HRA) 

information along with financial statements. 

HRA seeks to identify, measure and communicate the energies, skills, talents and 

knowledge of people in an organisation, helps to measure the cost and value of 

employees in an organisation and provides management with important 

information that assist in making human resource decisions (Enyi & 

Akindehinde, 2014). Though the idea of accounting for human asset started years 

ago, many organisations still fail to recognise and account for the expenses 

incurred on their human resources as expected, thereby preventing them from 

providing accurate information for the measurement or evaluation of their real 

profit. Consequently, underestimation of profits or overstatement of losses has 

been the norm among many organisations (Edom, Inah & Adanma, 2015).  

Evidence of research efforts on HRA practices and financial performance in 
organisations abound in literature. For example, Ijeoma, Bilesanmi & Aronu 
(2013), Saeed, Shekoofeh, & Mahnaz (2013),Micha, Ofurun & Ihendinihu (2012)  
The present study examined the effect of implementation of HRA practices on the 
long run and short run estimate of financial performance of the manufacturing 
sector in Nigeria. Most previous studies did not separate the long run and short 
run estimate of financial performance of the organisations; this study attempted 
to address this gap. 
 

Research Hypothesis 

Ho: Human Resource Accounting practices have no significant effect on the long 

run and short run estimate of financial performance of Nigerian quoted 

manufacturing companies. 



 

INTERNATIONAL JOURNAL OF MGT. SCIENCE & ENTREPRENEURSHIP 

(VOL. 11 NO.7) DECEMBER, 2019 EDITIONS 

 

 

 

 
149 

Literature Review 

Conceptual Review 

The success of an organization depends on how best the scarce physical 

resources are utilized by the human resource. Therefore, the efficient and 

effective utilization of inanimate resources depends largely on the quality, 

calibre, skills, perception and character of the people. (Bontis & Cabrita, 2008). 

Moreover, Manpower is the largest component of any organization and its proper 

development is vital to success of the organizations productive efforts (Guthrie, 

Petty & Ricceri, 2004). The concept of human resource accounting can be better 

understood if one goes through some of the important definitions given by 

competent authors in the accounting field. The American Accounting Society 

Committee on Human Resource Accounting defines Human Resource Accounting 

as "the process of identifying and measuring data about human resources and 

communicating this information to interested parties". In simple terms, it is an 

extension of the accounting principles of matching costs and revenues and of 

organizing data to communicate relevant information in financial terms. Human 

Resources Accounting, thus, not only involves measurement of all the costs  or 

investments associated with the recruitment, placement, training and 

development of employees, but also the quantification of the economic value of 

the people in an organization (AAA, 1973).  

Flamholtz (1999) defined human resource/capital accounting as accounting for 

people as an organizational resource. It involves measuring the costs incurred by 

organizations to recruit, select, hire, train and develop human assets. It also 

involves measuring the economic value of people to the organization (Okpala  & 

Chidi, 2010). Basically, it is an information system that tells the management 

what changes over time are occurring to the human resources of the business". 

Human resources accounting may be defined as a process of accounting which 

identifies, quantifies and measures human resources for the use of management 

to cope up with the changes in its quantum and quality so that equilibrium could 

be achieved in between the required resources and the provided human 

resources‖ (Johanson, Eklov, Holmgren & Martensson, 1998). Bullen and Elyer 

(2010), state that Human Resource Accounting involves accounting for 

expenditures related to human resources as assets as opposed to the traditional 

accounting concepts which treats these costs as expenditures that reduce profit. 

Raghav (2011), states that Human Resources Accounting is a method to measure 

the effectiveness of personnel management activities and the use of people in an 

organization. 
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heoretical Review 

This study is anchored on Human Capital Theory. The concept of human capital 

possesses a long history in which researchers tried to look at it from different 

perspectives. The initial literature related to human capital goes back to 17th 

century, where pioneers in the field such as Sir William Petty (1690), Cantillon 

(1755), Adam Smith (1776) the father of economics, did highlight the importance 

of human component in organisation by illustrating how labour create value for 

firms and how excess labour become a part of firms’ capital (Dooley, 2000). 

However, Becker and Schultz claimed the credit for human capital theory 

formulation, for recognising human capital as a distinctive field of research 

(Schultz, 1961; Becker, 1964; Yates-Mercer & Bawden, 2002). Becker (1975) 

highlighted that human capital development of a country has always been 

reflected through the economic development of the country in both micro and 

macro levels.  

This theory emphasizes the value added that people contribute to an 

organization. It regards people as assets and stresses that investments by 

organizations in people will generate worthwhile returns. The theory suggests 

that investment in people results in economic benefits for individuals and society 

as a whole (Sweetland, 1996). The investment in an individual can be made in 

terms of health, nutrition, education, and any other development that results in 

long-term benefits. It is important to clarify that the investor in this particular 

case is the individual who decides whether to invest his or her time, money, and 

other resources into some activity that will benefit his or her human capital. 

Human capital theory thus focuses on educational level of employees as a source 

of labour productivity and economic growth (Becker, 1993; Schultz, 1993).  

 

Empirical Review 

Human Resource Accounting is about measuring and accounting for the 

intellectual asset of people in organizations; it is therefore considered important 

and relevant to consider the relationship between intellectual capital and 

corporate performance. Ahangar, (2011) conducted a study on the relationship 

between intellectual capital and financial performance in Iranian company. The 

study made use of multiple regression analysis and it reveals that the 

performance of a company’s intellectual capital can explain profitability and 

productivity. The study specifically reveals that Human Capital Efficiency (HCE), 

Physical Capital Efficiency (CEE) and Assets turnover Ratio (ATO) significantly 

influence the company performance as measured by growth in sales. It also 
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confirmed that Human Capital is more efficient than structural Capital in terms 

of value creation efficiency. 

Also the study of Rehma, et al. (2011) confirmed that Human Capital efficiency 

has significant relationship with financial performance.Returns on Capital 

Employed (ROCE) and Earnings Per Share (EPS) conducted using multiple 

regression, Their study specifically reveals that one of the important components 

to strengthen the intellectual capital performance is Human Capital Efficiency. 

This means that investing more to boost the employees’ productivity would 

increase the human capital efficiency of employees”. Considering the 

aforementioned one can conclude that performance of an organization depends 

on its human capital. 

The position of Sharma (2012) also confirms that organizations performance 

depends on the quality of human resources by stating that, the success of any 

organization depends on the quality of its human resources whether it belong to 

manufacturing service or a retail outlet.  

The study of Micha, Ofurun & Ihendinihu (2012) suggests an inverse relationship 

exists between the performance metrics (ROA) of a firm and its level of human 

resources accounting disclosure. Micha et al 2012, made use of multiple 

regression in testing the formulated objectives. And according to them, this 

nature of relationship is not surprising because Return on Asset (ROA) indicates 

a company’s level of overall profitability. When investment on human capital 

development are expensed, the result will be that both assets and earnings will 

be understated and this motivate companies with low level of earning to provide 

relevant information to investors and stake holders regarding investment in 

human capital that are not reflected on the SOFIP. 

The study of Perera (2012) also buttressing the above facts, confirmed that 

human element is the most important input of any organization and that the 

success and failure of any organization is dependent on them. This implies that 

for organization to succeed and attain her corporate goal the ability of the 

management to make effective and efficient quality decisions that could channel 

the corporate course on the path of success is paramount. 

In their study on Human Resource Accounting Methods and Practices in India, 

Pandurangarao, Basha & Rajasekhar (2013), said that the intangible asset 

especially humans contributed highly to the building of shareholder value in 

knowledge sectors like Information Technology (IT), Banking, Teleservices and 

others. According to them Intellectual power of employees is the only major input 

to these sectors.  
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Saeed, Shekoofeh, & Mahnaz (2013) investigated relationship between HR and 

value added efficiency of human capital with Return on Equity (ROE) as the 

measure of firm performance using regression model. The result of the study 

shows that there is significant positive relationship between HR and value added 

efficiency of human capital with ROE.  

Wang & Chang (2005) conducted the study on intellectual capital and 

performance in causal model in Information Technology (IT) industry using 

Partial Least Square approach posited that studies have shown that HRA has 

direct and positive influence on firm performance using ROE as firm performance 

proxy. Williams (2001) predicted that a positive relationship exists between a 

firm’s level of performance and its level of intellectual disclosure. Contrary to the 

prediction, the researcher found a statistically significant inverse relationship 

between the level of a firm’s intellectual capital disclosure and its level of 

performance.  

Okpako, Atube & Olufawoye (2014) examined the relationship between Human 

Resource Accounting and firm performance, conducted a survey on seven (7) 

companies quoted on the Nigeria Stock Exchange. The study made use of 

Principal Component Analysis (PCA). PCA involves a mathematical procedure 

that transform a number of (possibly) correlated variables into a (smaller) 

number of uncorrelated variables  called principal component. Regression 

analysis was used to analyse the data collected. Based on their comprehensive 

literature review and empirical findings the study reveals that Human Resource 

Accounting variables impacted positively the level of firm performance and it was 

concluded that Human Resource Accounting has facilitated the performance of 

firms. Huang (2011) investigates how Return on investment (ROI) is best used 

during the evaluation process to provide compelling data concerning the value of 

Human Resources and their contributions to the project so that companies may 

maximize the benefits of their investment in Human Resources. The impact of 

Human Resources on corporate profits is measured using a scientific and logical 

method that provides businesses with greater profits stemming from the 

effective use of Human Resources in the production process. 

Almeida & Carneiro (2008) estimate the rate of return to firm investments in 

human capital in the form of formal job training, using a panel of large firms with 

detailed information on the duration of training, the direct costs of training, and 

several firm characteristics. The estimates of the return to training are 

substantial (8.6%) for those providing training. Results suggest that formal job 

training is a good investment for these firms possibly yielding comparable 

returns to either investments in physical capital or investments in schooling. 
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Methodology 

The HRA  practices  adopted for examination were those disclosed by Syed 

(2009) as follows: Separate HRA Statement, Total value of HR, Number  of 

employees, Human Resource Policy, Training and Development, Management 

Succession Plan, Employment report, Employee’s Value Addition, HRD Fund, 

Employee/Workers Fund, Employee Categories, Managerial Remuneration, 

Retirement benefits, Performance Recognition, Superannuation fund and other 

employees benefit. The specific financial performance indicators examined were 

Earning Per Share, Revenue, Dividend Per Share and Net Asset Per Share of the 

sampled Nigerian quoted manufacturing companies.  

The population of this study comprised all quoted manufacturing companies 

listed on The Nigeria Stock Exchange as at 2015, and the number of such 

companies is sixty-three (63)  (NSE Bulletin, 2015). Simple random sampling 

method was adopted for this study. 50% of companies from the consumer goods 

and ndustrial goods sector were randomly selected while all the companies 

(100%) in the Agriculture and Conglomerate sectors were selected due to their 

relatively small number. The secondary data for this study were extracted from 

financial statement and the Human Resource Accounting Disclosure Items as 

contained in the Annual Reports of the sampled companies for a period of sixteen 

(16) years (2000-2015). 

 HRA practices was measured through computed Human Resource Accounting 

Disclosure Index (HRADI)  by adopting the formula used by  Syed, (2009); Enofe  

et  al,(2013) & Oyewo, (2013). 

HRADI=  Total Score of Individual Company  × 100 

   Maximum Possible Score Obtainable 

 

In this study a Human Resource Accounting Disclosure Index (HRADI) 

comprising of 16 Human Resource Accounting Disclosure (HRAD) variables were 

considered. In examining each of these HRAD items, a dichotomous procedure 

was followed where each company was awarded a score of ‘1’ if the company 

appears to have disclosed the concerned reporting variable and ‘0’ otherwise. 

Panel data analyses were used to analyse the influence of Human Resource 

Accounting practices on long term financial performance of the Nigerian quoted 

manufacturing companies. 

Therefore, for a given year 2000, the number of individual companies thirty-

seven (37) represents a cross sectional data, while for a given individual 

companies, there are sixteen (16) years time series observation on Dividend Per 

Share (DPS), Earning Per Share (EPS), Net Asset Per Share (NPS) and Revenue 
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(REV). In this case, there are 592 (pooled) observations on DPS, EPS, NPS and 

ROE. 

 

Result and Discussion 

In order to test this hypothesis, Unit Root Test was used to test the order of 

integration for the variables used in the model and Panel Error Correction Model 

was adopted to test the formulated hypothesis. Pedroni Residual Cointegration 

Test was also used to estimate the long run relationship among the variables. 

 

Panel Unit Test (Levin, Lin & Chu) 

Table 1 present the Unit Root Test used to test the order of integration for the 

variables used in the model. The unit root test therefore shows that Human 

Resource Disclosure Index is stationary at level which meant that it is of order 

zero I(0) while all other variables such as Dividend per share, Earnings per share, 

Net Asset per share and Revenue are integrated of order one I(1). The stationary 

status of the variables suggest that the Panel Error Correction Model can be 

employed to carry out the analysis of influence of Human Resource Accounting 

Practices on financial performance of Nigerian quoted manufacturing companies. 

Hence the Panel Error Correction Model is accepted for the study. 

 

Table 1: Panel Unit Root Test (Levin, Lin & Chu) 

Variables Level 1st Difference Order of Integration 

DPS -0.41794 -152944 I(1) 

EPS 5.03806 -4.93889 I(1) 

HRADI -2.20E+14 - I(0) 

NPS 4.7884 -11.3712 I(1) 

REV 2.49928 -11.0385 I(1) 

Source: Author’s Computation, 2018. (E-view 10) 

Pedroni Residual Co-Integration Test 

 

The Pedroni Residual Co-integration Test under the Panel Cointegration shows 

that the variables have long run relationship or equilibrium and therefore the 

study can estimate the long run relationship. 

Table 2. Pedroni Residual Cointegration Test 

Alternative hypothesis: common AR coefs. (within-dimension) 

  
   

Weighted   

    Statistic Prob. Statistic Prob. 

Panel v-Statistic -4.06415  1.0000 -4.24734  1.0000 
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Panel rho-Statistic  1.846189  0.9676  2.365109  0.9910 

Panel PP-Statistic -12.919  0.0000 -10.5277  0.0000 

Panel ADF-Statistic -7.52667  0.0000 -5.98557  0.0000 

  
    

  

Alternative hypothesis: individual AR coefs. (between-dimension) 

  
     

  
 

Statistic Prob. 
  

Group rho-Statistic  4.826212  1.0000 
  

Group PP-Statistic -16.4026  0.0000 
  

Group ADF-Statistic -4.80947  0.0000     

Source Author’s Computation, 2018 (E-View 10) 

 

Long Run Estimate of Earnings Per Share 

Table 3 revealed that the utmost variable of interest which is Human Resource 

Accounting Practices has a positive relationship with Earning Per Share and it is 

statistically significant with the t-value of 3.289962 and p-value of 0.0011 less 

than 0.05 (p<0.05) which implies that it is significant at 5% significance level. 

This suggest that HRA practices is a determinant factor of Earnings Per Share. 

Also, Table 4.16 revealed that there exists a long run positive relationship 

between Earnings Per Share and Revenue of companies. This is statistically 

significant with the p-value of 0.0001 which is less than 0.05 (p<0.05) at 5% 

significance level. Earnings Per Share is also positively related to Net Asset Per 

Share and Dividend Per Share as there p-value of 0.000 and 0.0182 respectively 

is less than 0.05 (p<0.05) at 5% significance level. 

Moreover, the Adjusted R-Square (R2) revealed that HRA practices accounted for 

57% of total variation in financial performance and about 43% of the systematic 

variation of financial performance was left unaccounted for by the model which 

have been captured by the stochastic disturbance term in the model. This result 

implies that HRA practices have long run relationship with Earnings Per Share of 

the sample companies.  

 

Table 3: Long Run Estimate of Earnings Per Share 

Dependent Variable: EPS 
  

Variable Coefficient t-Statistic Prob.   

HRADI 0.2171**                       3.29 0.0011 

REV 0.0000*** 3.9827 0.0001 

NPS -0.2730*** -9.0591 0.0000 
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DPS                

0.1934** 

2.3685 0.0182 

C             -0.1803 -0.1143                  0.909 

  
  

  
Adjusted R-squared          0.57        

F-statistic               31.0239        

Prob(F-statistic)              0.0000       

Durbin-Watson stat             2.1797        

1%  Significant Level= ***, 5% Significant Level = **. 

Source: Author’s Computation, E-Views 10 (2018) 

 

Long Run Estimate of Revenue 

Table 4 revealed that the utmost variable of interest which is Human Resource 

Accounting Practices has a positive relationship with Revenue and it is 

statistically significant with the t-value of 3.18936 and p-value of 0.00150 which 

implies that it is significant at 5% significance level. This suggest that HRA 

practices is a determinant factor of Revenue. Also, Table 4 revealed that there 

exists a long run positive relationship between Revenue and Earnings Per Share 

of companies. This is statistically significant with the p-value of 0.00010 which is 

less than 0.05 (p<0.05) at 5% significance level. Revenue is also positively 

related to Net Asset Per Share and Dividend Per Share as there p-value of 0.09940 

and 0.0000 respectively is less than 0.05 (p<0.05) at 10% and 5% significance 

level respectively. 

Moreover, the Adjusted R2 revealed that HRA practices accounted for 52% of total 

variation in financial performance and about 48% of the systematic variation of 

financial performance was left unaccounted for by the model which have been 

captured by the stochastic disturbance term in the model. This result implies that 

HRA practices have long run relationship with Revenue of the sample companies.  

 

Table 4: Long Run Estimate of Revenue 

Dependent Variable: REV 

Variable Coefficient t-Statistic Prob.   

EPS 179870.80000*** 3.98273 0.0001 

HRADI 232684.50000** 3.18936 0.0015 

NPS 58577.40000* 1.65058 0.0994 

DPS 396979.80000*** 4.45247 0.0000 

C 11318053 6.73804 0.0000 
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Adjusted R-

squared 

       0.52       

F-statistic               21.58505       

Prob(F-statistic)            0.0000       

Durbin-Watson 

stat 

             0.18593       

1% Significant Level= ***, 5% Significant Level= **, 10% Significant Level = * 

Source: Author’s Computation, E-Views 10 (2018) 

 

Long Run Estimate of Net Asset Per Share 

Table 5 revealed that the utmost variable of interest which is Human Resource 

Accounting Practices has a positive relationship with Net Asset Per Share and it 

is statistically significant with the t-value of 6.5174 and p-value of 0.0000 which 

implies that it is significant at 5% significance level. This suggest that HRA 

practices is a determinant factor of Net Asset Per Share. Also, Table 5 revealed 

that there exists a long run positive relationship between Net Asset Per Share and 

Revenue, and Earnings per share of companies. This is statistically significant 

with the p-value of 0.0994 and 0.000 respectively which is less than 0.05 

(p<0.05) at 5% significance level. Dividend Per Share was found be insignificant 

with  p-value of 0.8743 which is greater than 0.05 (p>0.05) at5% significance 

level respectively. 

Moreover, the Adjusted R2 revealed that HRA practices accounted for 57% of total 

variation in financial performance and about 43% of the systematic variation of 

financial performance was left unaccounted for by the model which have been 

captured by the stochastic disturbance term in the model. This result implies that 

HRA practices have long run relationship with Net Asset Per Share of the sample 

companies.  

 

Table 5: Long Run Estimate of Net Asset Per Share 

Dependent Variable: Net Asset Per Share 

Variable Coefficient t-Statistic Prob.   

REV              0.0000* 1.6506 0.0994 

EPS -0.4520*** -9.0591 0.0000 

HRADI 0.5391*** 6.5174 0.0000 

DPS             -0.0167 -0.1583 0.8743 

C             7.1614 3.5653 0.0004 

  
  

  

Adjusted R-squared          0.57       
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F-statistic              30.8827        

Prob(F-statistic)             0.0000        

Durbin-Watson stat           0.9112       

1% Significant Level = ***, 10% Significant Level = * 

Source: Author’s Computation, E-Views 10 (2018) 

 

Long Run Estimate of Dividend Per Share 

Table 6 revealed that the utmost variable of interest which is Human Resource 

Accounting Practices has a positive relationship with Dividend Per Share and it 

is statistically significant with the t-value of 8.9736 and p-value of 0.0000 which 

implies that it is significant at 5% significance level. This suggest that HRA 

practices is a determinant factor of Dividend Per Share. Also, Table 6 revealed 

that there exists a long run positive relationship between Dividend Per Share and 

Earnings Per Share of companies. This is statistically significant with the p-value 

of 0.0182 which is less than 0.05 (p<0.05) at 5% significance level. Dividend Per 

Share is also positively related to Revenue with p-value of 0.0000 respectively 

which is less than 0.05 (p<0.05) at 5% significance level Also, there exists no long 

run significant relationship between Dividend Per Share and Net Asset Per Share 

(p>0.05). 

Moreover, the Adjusted R2 revealed that HRA practices accounted for 51% of total 

variation in financial performance and about 49% of the systematic variation of 

financial performance was left unaccounted for by the model which have been 

captured by the stochastic disturbance term in the model. This result implies that 

there exists long run positive relationship between HRA practices and Dividend 

Per Share of the sample companies.  

 

Table 6: Long Run Estimate of Dividend Per Share 

Dependent Variable: DPS 

Variable Coefficient t-Statistic Prob.   

HRADI 0.2828*** 8.9736 0.0000 

EPS 0.0493** 2.3685 0.0182 

NPS -0.0026 -0.1583 0.8743 

REV 0.0000*** 4.4525 0.0000 

C 4.693 6.0745 0.0000 

  
  

  

Adjusted R-squared             0.51     

F-statistic 39.5225      

Prob(F-statistic)                0.0000      
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 Durbin-Watson stat              1.1212     

1%  Significant Level= ***, 5% Significant Level = ** 

Source: Author’s Computation, E-Views 10 (2018) 

Evaluation of HRA Short-Run Effect on Financial Performance (The Short-Run 

Effect) 

 

Short Run Estimate of Earnings Per Share  

Table 7 revealed that the utmost variable of interest which is Human Resource 
Accounting Practices has a positive relationship with Earning Per Share and it is 
statistically significant with the t-value of 2.0862 and p-value of 0.0374 which 
implies that it is significant at 5% significance level. This suggest that HRA 
practices have significant effect on Earnings Per Share. Also, Table 7 revealed that 
there exists a short run positive relationship between Earnings Per Share and 
Revenue of companies. This is statistically significant with the p-value of 0.0002 
which is less than 0.05 (p<0.05) at 5% significance level. Earnings Per Share is 
also positively related to Net Asset Per Share and Dividend Per Share as there p-
value of 0.0000 and 0.0008 respectively, is less than 0.05 (p<0.05) at 5% 
significance level. 
Moreover, the Adjusted R-square shows that after adjusting for the degree of 
freedom the model could still explain about 58% of the total systematic 
variations in financial performance,  about 42 % of the systematic variation of 
financial performance was left unaccounted for by the model which has been 
captured by the stochastic disturbance term in the model. On the basis of the 
overall statistical significance of the model as indicated by the F-statistics, it was 
observed that the overall model was statistically significant since the calculated 
F-value of 27.1999 was greater than the critical F-value at 5% level of 
significance. This shows that there exists a significant linear relationship between 
human resource accounting practices and financial performance (The model is of 
good fit). Also the Durbin Watson statistics of 1.898096 indicates that the 
absence of autocorrelation in the model. Based on the result of this analysis, the 
null hypothesis which stated that firms’ characteristics have no significant 
influence on implementation of human resource accounting practices is rejected 
while the alternative hypothesis stating firms’ characteristics have significant 
influence on implementation of HRA practices is accepted. 
 

Table 7: Short Run Estimate of Earnings Per Share 

Dependent Variable: EPS 

Variable Coefficient t-Statistic Prob.   

D(HRADI)                0.4081** 2.0862 0.0374 

D(REV) 0.0000*** 3.7138 0.0002 

D(NPS) -0.3808*** -9.9456 0.0000 
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D(DSP) 0.2771*** 3.3573 0.0008 

ECE(-1) -0.0775** -2.2454 0.0023 

C              -1.4327 -0.8836 0.3773 

  
  

  

Adjusted R-squared             0.58      

F-statistic             27.2        

Prob(F-statistic)                0.0000        

1% Significant  Level= ***, 5% Significant Level = ** 

Source: Author’s Computation, E-Views 10 (2018) 

 

Short Run Estimate of Revenue  

Table 8 revealed that the utmost variable of interest which is Human Resource 

Accounting Practices has a positive relationship with Revenue and it is 

statistically significant with the t-value of 2.71170 and p-value of 0.0000 which 

implies that it is significant at 5% significance level. This suggest that HRA 

practices have significant effect on Revenue. Also, Table 8 revealed that there 

exists a short run positive relationship between Revenue and Earnings Per Share 

of companies. This is statistically significant with the p-value of 0.0000 which is 

less than 0.05 (p<0.05) at 5% significance level. Revenue is also positively 

related to Net Asset Per Share and Dividend Per Share as there p-value of 0.00220 

and 0.00010 respectively, is less than 0.05 (p<0.05) at 5% significance level. 

Moreover, the Adjusted R2 of 0.76 revealed that the Human Resource Accounting 

Practices accounted for 76% of total variation in financial performance 

(Dependent Variable), about 24 % of the systematic variation of financial 

performance was left unaccounted for by the model which has been captured by 

the stochastic disturbance term in the model. On the basis of the overall statistical 

significance of the model as indicated by the F-statistics, it was observed that the 

overall model was statistically significant since the calculated F-value of 

69.26991 was greater than the critical F-value at 5% level of significance. This 

shows that there exists a significant linear relationship between human resource 

accounting practices and financial performance (The model is of good fit)..Also 

the Durbin Watson statistics of 1.626124 indicates that the absence of first order 

autocorrelation of the stochastic variables inside the error term in the model. 

Based on the result of this analysis, the hypothesis which stated that firm’s 

characteristics do not have significant influence on implementation of human 

resource accounting practices is rejected. 
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Table 8: Short Run Estimate of Revenue 

Dependent Variable: REV 

Variable Coefficient t-Statistic Prob.   

D(EPS) -7.86921*** -6.01712 0.0000 

D(HRADI) 10.58783*** 2.7117 0.0000 

D(NPS) -5.15700** -3.07836 0.0022 

D(DSP)      -

14.42778*** 

-3.9569 0.0001 

ECR(-1) -0.77618*** -6.52415 0.0000 

C 16546987 24.79538 0.0000 

  
  

  

Adjusted R-squared     0.76       

F-statistic           69.26991       

Prob(F-statistic)        0.0000       

1% Significant Level= ***, 5% Significant Level= ** 

Source: Author’s Computation, E-Views 10 (2018) 

 

Short Run Estimate of Net Asset Per Share 

 Table 9 revealed that the utmost variable of interest which is Human Resource 

Accounting Practices has a positive relationship with Net Asset Per Share and it 

is statistically significant with the t-value of 5.6214 and p-value of 0.0000 which 

implies that it is significant at 5% significance level. This suggest that HRA 

practices have significant effect on Revenue. Also, Table 9 revealed that there 

exists a short run positive relationship between Net Asset Per Share and Dividend 

Per Share of companies. This is statistically significant with the p-value of 0.0505 

which is less than 0.05 (p<0.05) at 5% significance level. Net Asset Per Share is 

also positively related to Revenue and Earnings Per Share but is statistically 

insignificant as there p-value of 0.5789 and 0.2021 respectively, is greater than 

0.05 (p<0.05) at 5% significance level. 

Moreover, the Adjusted R2 of 0.68 revealed that the Human Resource Accounting 

Practices accounted for about 68% of total variation in financial performance 

(Dependent Variable), about 32 % of the systematic variation of financial 

performance was left unaccounted for by the model which has been captured by 

the stochastic disturbance term in the model. On the basis of the overall statistical 

significance of the model as indicated by the F-statistics, it was observed that the 

overall model was statistically significant since the calculated F-value of 

48.70690 was greater than the critical F-value at 5% level of significance. This 

shows that there exists a significant linear relationship between human resource 
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accounting practices and financial performance (The model is of good fit). Also 

the Durbin Watson statistics of 1.652326 indicates that the absence of first order 

autocorrelation of the stochastic variables inside the error term in the model. 

Based on the result of this analysis, the hypothesis which stated that firm’s 

characteristics do not influence implementation of human resource accounting 

practices is rejected. 

 

Table 9: Short Run Estimate of Net Asset Per Share 

Dependent Variable: Net Asset Per Share 

Variable Coefficient t-Statistic Prob.   

D(REV) 0.0000 0.5555 0.5788 

D(EPS) 0.0433 1.2772 0.2021 

D(HRADI)      

1.1894*** 

5.6214 0.0000 

D(DSP) 0.0453 1.8871 0.0505 

ECN(-1) -0.5706*** -14.0359 0.0000 

C 8.3826 4.6295 0.0000 

  
  

  

Adjusted R-squared            0.68        

F-statistic 48.7069        

Prob(F-statistic) 0.0000        

Durbin-Watson stat 1.6523       

1% Significant Level= *** 

Source: Author’s Computation, E-Views 10 (2018) 

 

Short Run Estimate of Dividend Per Share 

Table 10 revealed that the utmost variable of interest which is Human Resource 

Accounting Practices has a positive relationship with Dividend Per Share and it 

is statistically significant with the t-value of 2.71170 and p-value of 0.0000 which 

implies that, it is significant at 5% significance level. This suggest that HRA 

practices have significant effect on Dividend Per Share. Also, Table 10 revealed 

that there exists a short run positive relationship between Dividend Per Share 

and Earnings Per Share, and Revenue of companies. This is statistically significant 

with the p-value of 0.0278 and 0.0065 respectively which is less than 0.05 

(p<0.05) at 5% significance level. Dividend Per Share is also positively related to 

Net Asset Per Share  but statistically insignificant as p-value of 0.8276 is less than 

0.05 (p<0.05) at 5% significance level. 
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Moreover, the Adjusted R2 of 0.62 revealed that the Human Resource Accounting 

Practices accounted for 62% of total variation in Dividend Per Share (Dependent 

Variable), about 38 % of the systematic variation of Dividend Per Share was left 

unaccounted for by the model which has been captured by the stochastic 

disturbance term in the model. On the basis of the overall statistical significance 

of the model as indicated by the F-statistics, it was observed that the overall 

model was statistically significant since the calculated F-value of 54.80620 was 

greater than the critical F-value at 5% level of significance. This shows that there 

exists a significant linear relationship between human resource accounting 

practices and financial performance (The model is of good fit). Also the Durbin 

Watson statistics of 2.170439 indicates that the absence of first order 

autocorrelation of the stochastic variables inside the error term in the model. 

Based on the result of this analysis, the hypothesis which stated that firm’s 

characteristics do not influence implementation of human resource accounting 

practices is rejected. 

 

Table 10:  Short-Run Estimate of Dividend Per Share 

Dependent Variable: Dividend Per Share 

Variable Coefficient t-Statistic Prob.     

D(HRADI) 0.2733*** 9.2585 0.0000   

D(EPS)                                     

                0.0433** 

2.2056 0.0278   

D(NPS)                  -0.0034 -0.2179 0.8276   

D(REV)                    0.0000** 2.4047 0.0165   

ECD(-1)   -0.4701*** -11.1311 0.0000   

C                   6.5105 8.932 0.0000   

  
 

Adjusted R-squared 0.62      
 

  

F-statistic 54.8062      
 

  

Prob(F-statistic) 0.0000      
 

  

Durbin-Watson stat 2.1704          

1% Significant Level= ***, 5% Significant Level= ** 

Source: Author’s Computation, E-Views 10 (2018) 

 

Based on the result of this analysis, the hypothesis which stated that human 

resource accounting practices do not have significant effect on financial 

performance was rejected while the hypothesis which stated that human 
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resource accounting practices  have significant effect on financial performance 

was accepted. 

This finding is supported by Rehma et al. (2011), where it was confirmed that 

human capital efficiency has significant relationship with financial performance, 

return on capital employed (ROCE) and earnings per share (EPS). Their study 

specifically revealed that one of the important components to strengthen the 

intellectual capital performance is the human capital efficiency (HCE). According 

to researcher, investing more to boost the employees’ productivity would 

increase the human capital efficiency of the employees. The findings of Rhema et 

al. (2011) further confirmed the fact that investing in human resource is a major 

way by which organizations can boost their various intellectual capital efficiency. 

Thus, the cost of various investment programmes must be accumulated and 

treated as investment in the books of accounts. The foregoing facts are also 

supported by Ahangar (2011), who confirmed that the performance of a 

company’s intellectual capital can explain profitability and productivity. Thus by 

implication, human asset contributes to organization’s profitability.  

The findings of this study also conform to postulations of the Human Capital 

Theory. This theory emphasizes the value added that people contribute to an 

organisation. It regards people as assets and stresses that investment by 

organisations in people will generate worthwhile returns. This is justified by the 

findings of the study which showed that HRA practices have significant effect on 

financial performance of Nigerian quoted manufacturing companies. 

Furthermore, the Human Capital theory suggest that investment in people results 

in economic benefits for individual and the society as a whole (Sweetland,1996). 

The findings of the study also corroborated that of Kajola and Adedeji (2011), 
who established that a strong relationship exist between the quality of human 
capital and the subsequent financial performance. This implies that organizations 
must also check to ensure that their employee recruitment and selection process 
and procedures are such that will produce quality workers that will enhance 
corporate performance. This is because a weak recruitment and selection 
procedure that is not quality-biased may result in wrong employment of staff that 
do not have what it takes to deliver and this may contribute negatively to overall 
corporate performance. This position is supported by Sharma (2012), who stated 
that the success of any organization depends on the quality of its human 
resources whether it belongs to manufacturing, service or a retail outlet.  
 

Conclusion and Recommendation 

The study also concluded that human resource accounting practices influence the 

financial performance of the companies significantly both at the long run and 
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short run. It also recommends that Management should ensure the availability 

and efficient practice of Human Resource Accounting in their organisations, to 

enhance the financial performance and also boom the ability of investors to make 

informed investment decisions. 
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