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Abstract: The purpose of the study is to investigate the effect of human capital on the profitability of brewery firms in
Nigeria. The data were gathered from a sample of Nigerian brewery plc’s annual reports and accounts for (12) twelve
years (2004-2015). The research work made use of multiple regression method. Salaries and Wages (SWGS), Sundry
Employee Benefit (SEB) and Staff Training (STRN) are used as human capitals, while Profit After Tax (PAT) was
used as a measure of profitability using multiple regression technique, E-view 9.0 software package. Salaries and
wagages, sundry employee benefit, and staff training has significant effect on profit after tax of Nigerian Breweries
Plc. The extent of effect of the indenpendent variables on the dependent variable is positive and significant. The result
shows positive influence of Salaries and wagages, sundry employee benefit, and staff training on profit after tax. This
result is consistent with existing literature which points out positive effect of human capital on profitability of
Nigerian manufacturing firms. Based on the findings of this study, the researcher recommends that: Nigerian
breweries firms should increase the salaries and wages of their employees in other to boost their profitability. In doing
that, basic motivating allowances should be introduced. Nigerian Brewery firms should critically analyse their human
capital to identify areas where additional investment is needed. There is need for Nigerian breweries to ascertain the
level of staff training that can be seen to be optimal so that redundancy and under utilisation would not be encouraged.
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Introduction

1.1  Background of the Study i _
It is being increasingly expressed by professional accountants, institutional investors, and e-accountants,

especially of the new knowledge economies, that new ﬁnancial_ and management accounting concepts and
practices need to be established, to acknowledge the Human Capital of a business enterprise. Whether it is in
manufacturing, service or technology, the value vested in human f:a_pital_ cannot be i_gnored. This co_ncept of
measurement and management of human capital costs is also gaining importance in the brewery m-dustry,
amongst which are: insurance companies, banks and high technology-based companies. People fron? different
industries, companies and backgrounds agree that the time to focus on human capital and related issues has

come (Chen and Lin 2004).

The main goal for any business is simple: Invest capitf_il.so that it maximi;cs shareholder value. However, in
modern times, this is a necessary but not sufficient condition because execution of succc_ssful strategies dept_:nds
on access to intellectual and operational know-how, customer and _supplu;r rclauonsmgs, a COmmltte'd
workforce, and other such intangibles. At the heart of makﬂmg these 1_ntang1blcs COITIC-HIIVC is thc.ﬁn_ns
investment in human capital. As Carnegie (1919:3) puts 1, The only irreplaceable capital an organization
possesses is the knowledge and ability of its people. Thc.: prod_uctlw_ty of that capital depcnds_o_n how e.ffectwel_\::
people share their competence with those who can use it". It is logical therefore that competitive age in the 21



, has shifted from process and technology to quality of human capital. Howeverj relatively little ig kn
M@m&ey valuation, meastrement and reporting of human capital. This could be explained by the complexijy ¢
the issue. For instance, ownership of human capital cannot be enforced .becaus_e emPloy_ees are free to leay,
will. It is importanl 10 note that even as employees can leave at will, their exit will still leave With
organisation the impact of their existence. Also, investment in human capital involves a great degree
uncertainty about the financial and operation success of those activities. Hence, under generally accep
accounting principles, al] human-related expenditures are treated as expenses, which are deductiopg of

revenues, thus misleading decision-makers into inappropriate judgments.

For years, companies have rigorously measured key areas of their operations from the success rates of ney
product introductions and productivity of manufacturing operations, to direct mail conversion rates and
Customer retention. The reason is obvious: Bringing desirable new products to market, squeezing the most fron
one's physical assets, and gaining and keeping customers are all critical factors in a company's succeg

However, without concrete human capital performance measures, effective management of these areas would
be impossible.

Thus, while measurement of supply chain, research and development, and sales activities has continued he

same for human capital investments has remained comatose. This was not particularly problematic in the days
when competitive advantage was defined by one's physical assets or proprietary products, and people wer
merely replaceable parts in the organizational machine. In today's global economy, particularly in the service
industry, where knowledge and information are very crucial to their very existence and survival, human capital
is gradually assuming the characteristic of "product”. In the process, a company's workforce has evolved it

arguably the biggest competitive differentiator for organizations in virtually all industries especially the service
oriented industry which banks fall.

The simple fact is that the most successful organizations today and in the foreseeable future will be those that
are able to measure the business impact of their investment in people w

recruiting, performance management, skills development or benefits admi
firms with the most highly educated workforce enjoy above average produ

that the issue of human capital investment has continue to be important
value a topical issue.

hether that investment is employe
nistration. Fola, (2013) asserts that
ctivity and profitability. No wonder
and how to maintain or enhance its

In Nigeria, banks are reputed as one of the fastest growing sector in the financial service industry in the country.

They have also earned themselves the reputation of the sector with the highest yearly recruitment in the industry

if not in the economy at large and also have a good compensation package for its employees. The sector has
graduated from semi-skilled labour driven, to a more professional an

d skilled workforce, where people who ar¢
highly cducated and skilled are considered most appropriate for the sector.
While brewery firms have traditionally emphasized shrewd use of
global marketplace is causing financial institutions to take a fresh
The goal is to attract, develop, and retain valued people while ensu

financial assets, the increasingly competitive

look at the way they manage human capitd
ring efficient use of human capital.

1.2 Statement of the Problem
The new knowledge economies have highlighted the im

: : portance of human capital and the imperative need ©
measure and manage their associated costs and benefits

- Human capital represents the knowledge, skills, &

ve. It contrasts with ordinary physical capital such ®
ery firms and manufacturing firms, which are rich
hould be concerned with measurement of the cost’
ded in banks annual reports and accounts that; "O"

human capital and face great 'human capital-walk outs' s
this unique asset. It has become a common phrase inclu
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. wule 1 "
cmployee are our It "“I'“‘ Aaet, yet there have not been adequate attention given to the value and contnbution
of this Wgreat ansel™ on the overall performance of the banks

When companies mvest in physieal capitaly they try 10 seleet allematives offering the highest retum on their
jvestment, They would also Tike o mvest in human capital oftering ‘llwm the ghest retum. Tradinonal
accounting methods, which are: based on tangible assets and histoneal, ransaction h;ncd mformation are
inadequate o valumg intellectual capital of whieh human capital 1s one It\lms h‘c.\\\mc lhe;eliw imperanve for
firms to development methods of valuing their human capital and its impact on it performance, if it would
continue 1o be refevantin the ever competitive knowledge-based economy.

1.3 Objectives of the Study

The aim of this research work 18 to examine the effect of human capital on the profitability of brewery firms
Nigeria. from 2004 2015, The spectfic objectives of this research work include the thllnwﬁng; ;

I, Toexamine the effect of salaries and wages on the profit after tax of brewery fims i Nigena,

2, Toevaluate the effeet of sundry employee benefits on the profit after tax ol‘ngcnan brewery firms.

3, Toascertain the effect of stalt traming on the profit after tax of Nigerian brewery firms.

1.4 Research Questions

I, Whatare the effects of salaries and wages on the profit after tax of brewery finns i Nigena?

2, Towhat extent does sundry employee benefits influence on the profit atter tax of Nigenan brewery firms?
3, What are the effects of stafl tramig on the profit after tax of Nagerian brewery firms?

1.5 Statement of Hypotheses

Ho; Salaries and wages do not have any effect on the profit after tax of brewery firms i Nagena.

H1: Salaries and wages have significant effect on the profit after tax of brewery firms m Nigena.

Ho: Sundry employee benefits do not have any significant effect on the profit afler tax of Nigerian brewen
firms,

H1: Sundry employee benefits have significant effect on the profit after tax of Nigenan brewery firms.

Ho: Staff training does not have any effect on the profit after tax of Nigerian brewery firms.

H1: Staff training has significant effect on the profit afler tax of Nagerian brewery firms,

L6 Scope of the Study
The scope for this study is viewed in two folds ol variable
of variables have been used in past studies to measure human
employee and stafl training,

s and time period, In terms of the vanables, a number
apitalwhich include: Salaries and wages, sundry

In terms of time, this study will be limited to 12 years, Thus, this study will be limited in time scope to a period

from 2004 1o 2018,

Review of Related Literature
A C‘”'“’lltunl Framework
Umun Capital Investment
c”::;;f:”‘lm‘ defines human capital u.-e. 0 w
“fim-,ym-u“ and ay they otherwise L‘Ull‘ll‘ o
ind ﬂ.] ngible assets that c:'czugqs'llllllre econe
©organizational capabilitics.

ay of defining and categorizing peoples’ skills and abilities as used
ibute to the economy. Schmidt (2004) defines human capital as a form
ic value, which include the competencies of front-line employees

nany components but essentially deseribing the quahty of the
pital & limiting one, others such as Brummet, (2008) suggest
ople to be more highly valued. Davenport proposes that

Hug, _ |
f,;,m'"' capital is a broad concept encompassing !
m:"” force. While some find the term human ¢t

e B | el

entifying employees as human capital allows pe
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2 s . § an ) ‘
this permits the model where employees are "investors in & business. paying in human ¢ apital and EXpecting ,
return on their investment”.

Simply stated, human capital means people. For the purposes of this study "human c:\!\unl' n:‘lcrs‘ 10 the
sustainability of people management systems which are likely to have an impact on the performance of a firy,
‘Sustainable' human resource management systems are those which are interally ¢ onsistent, consistent with g,
firm's corporate strategy and consistent with the broader context in which the firm is operating.

Economist View of Human Capital ical fi
Undoubtedly, in modern economic theory Human Capital Theory isone of the important theoretical toundationy
to account for the human capital dimension. However, the extensive definitions of human capital creay
accounting obstacles. Therefore, it is necessary to categorise the various definitional notions to idenufy ,
practical definition for human capital.

Presently, there are three basic views for the notion of human capital. The first is the investing view, which
conceives that human capital is the result of investment, and so the human capital value 1s the expenditure thy
1s invested to enhance personal physical strength and ntelligence, and acquire knowledge and skills (Cascio,
(2001). The second is the view of part outputs, which conceives that human capital is proprictary knowledge,
and skill, experience and the relevant workplace competencies of managers and technical innovators (Chen, and
Lin 2004). The third is the holistic output view, which conceives human capital as the total value of persong]
physical strength, intelligence, and knowledge and skills for utilization. The total output 18 the sum of labour
abilities of a particular population (Mavridis, 2012). There exist a strong belief and support for the third view,
namely, that human capital is the labour ability of any person. Thus, human capital 1s not himited only to
managers or technical personnel. More specifically, human capital is the ‘output' formed by the investment, the
form is intangible, and its value is not what has been invested, but the worth of ‘output',

As noted by Lev, and Schwartz (2014), intellectual capital can be divided into two main categories, defined as
human capital and invisible assets, or 'nonthinking' capital. These can be represented using apparently valid
quantitative financial methods. For instance, human capital can be divided into three main arcas: competence
(e.g. average duration of employment, hours of training per employee, IT literacy), attitude (c.g. a leadership
index, a motivation index) and intellectual agility (c.g. savings from employee Sllggcslilms. compan)
diversification index).

Concept of Salaries and wages

According to Fola, (2013) Salary 1s a form of payment from an employer to an etnployse, which may b
specified in an employment contract. It ns.cnntmslcd with picce wages, where each joh. hout ar e is.p:lid
separately, rather than on a periodic basis. From the point of view of running a business, salary can also &
viewed as the cost of acquiring and retaining human resources for running ope and is
personnel expense or salary expense. In accounting, salaries are recorded in p
cost in nature.

ations, and is then termad
ayroll accounts. Salaries are fixed

One of the most important aspects of a job for most workers is the wage it Pays. Wages allow workers to make 8
living from their labor. They also provide incentives to be productive and loyal to an emplover. In a broade!
sense, the wages workers carn fuel the economy. y ployer. In

For workers, wages are a primary source 01: income, along with smaller sources lik aid and

investment income. Wages from work pay for essentials, such ag rent, a mory " '3 t‘.L:a.\\'c[-nn\on.l‘.n‘uh;l]s

Workers who carn high wages can afford more expensive lifestyles than "”‘5‘.151.‘ v tood and lmhl..\ oo

Minimum wage laws ensure that all workers carn enough 1o pay (:;d\'ill:: l‘urnl A low m".:\;‘;h.
) { 'L‘I'I\p (\}'CI'S ci .

f s for the basics
advantage of workers.
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Concept of Employee Benefit

ined that indi 1
Gary, (2(231)] ‘;PS social;a;e:gggtem and non-cash Compensation paid to an employee. Some benefits are mandated
by Ia:v o e i;f(,i unemployment compensation, and worker’s compensation), others vary from
f'lrm_ 0 ' ustry (such as health insurance, life insurance, medical plan, paid vacation,
pension, gratuity).

Sundl’llr’ Income 1§ Income generated from sources other than a company's normal income-generating business
operations. ThlS includes any income not generated by the sale of the company's products and services. Sundry
income 1S llkf:ly.to be less predictable in nature than revenue from a business' primary operations as the
associated activities are often irregular in nature and cannot be seen as guaranteed sources of income over the
long term.

Sundry income 15 a nonmaterial source of income and is generally trivial in relation to a company's income from
operations. Even though sundry income may not make up a large part of a business’ income, this does not mean
the amounts are negligible. There is no limit to the amount of income that may qualify as sundry income as the
defining characteristic is based on the irregularity of the fund source and not the amount of funds generated. On
the income statement or balance sheet, sundry income may also be listed as miscellaneous income or other
operating income.

Concept of Staff Training
Guest, et. al (2012) is of the view that training and development can be initiated for a variety of reasons for an

employee or group of employees. Training your staff is an investment in your business. Your staff are your most
valuable asset, and making sure they are trained with the skills and knowledge they need is essential for meeting
your business goals. Training helps you get the most out of your staff and increases their job satisfaction, which

can help you retain staff and avoid the expense of recruitment.

As a brief review of terms, training involves an expert working with learners to transfer to them certain areas of
knowledge or skills to improve in their current jobs. Development is a broad, ongoing multi-faceted set of
activities (training activities among them) to bring someone or an orgamization up to another threshold of

performance, often to perform some job or new role in the future.

Trainjng refers to the teaching or learning activity carried on for tht} primary purpose of help_ing .members of an
Organization acquired and apply the knowledge, ability, skill and attitude needed by the organization.

the term used to describe the process through which organization build
| employee. Development on the other hand includes the process by
ill but competence in their present job but also capacity

According to Farland (2006) training is

the skill and abilities of non-manageria

Which manager and executives acquire not only the sk

for futyre managerial task increasing sCopc.

ore general in application. In this context, it is used in the relation to

¢ the managerial administrative skills and decision making process,
A ] A tly productivity of employer, by wing

ualitieg ' ieving motivational and consequently Ly M

training st000;1r2) th?mcs a;]:ycicshlit w%[l definitely result in Increase in productivity. Training tends to be

ivate emp ,

“omnected it non managerial employee while development refers to managerial staff.

Development is not as specific that, it is ™
€ Process of helping management improv

Acc““"ta'lts View of Human Capital

g " S¢cond area of human capital is ofte

| ..ali{::{f{:sscs, ‘non-thinking’ capllal,cw"ucs

!(Icvcl" Ship); internal efficiency (C-B‘-‘r g
Pment (¢.g, percentage of business
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tants where they view human capital from gy,

employee). This second area is more aligned to the accoun
ined into a weighted intellectual capital indey

valuation perspective. These types of measures can be comb
which. on the surface, has meaning and rigour.

Guest. Michie, Sheehan, Conway, & Metochi. (2012), posits that two key principles are central to the humay

capital idea. First, people are assets whose value can be enhanced through investment. As with any investment

the goal is to maximize value while managing risk. As the value of people increases, so does the performance
other stakeholders. Second, an organization's

capacity of the organization, and therefore its value to clients and

human capital policies must be aligned to support the organization's “shared vision"—that is, the mission,
vision, the future, core values, goals and objectives, and strategies by which the organization has defined its
direction and its expectations for itself and people. All human capital policies and practices should be designed,
implemented, and assessed by the standard of how well they help the organization pursue its shared vision.

Gary, (2013) also believes that enhancing the value of employees is a win-win goal for employers and
employees alike. The more an organization recogriuzes the intrinsic value of each employee; the more it
recognizes that this value can be enhance with nurturing and investment; the more it recognizes that employees
in their talents and motivations, and that a variety of incentive strategies and working arrangements can be
created to enhance each employee's contributions to organizational performance, the more likely the
organization will be to appreciate the variety of employee needs and circumstances and to act in ways that will

make sense in both business and human terms.

Evolution of the term 'human capital’
Over the years, various terms have been used to describe one of the major factors of production in basic

economics. It has, at various times, been referred to as labour, other refer to it as personnel. With the growing
realisation of the need to emphasize the importance of man in a work setting, the word human resource evolved

In recent times. to further re- emphasize the strategic importance of the role of men in the organisation, the

terminology now used is human capital. The term human capital dates back to Jacob Mincer's (2008) pioneering

article 'Investment in Human

Capital and Personal Income Distribution. It implies an investmen that can yield a stream of returns. Friedman,
and Lev, (2014) the first economist to emphasiselabour quality differences and who identified what was latef
termed human capital which originated from his argument for an inclusion of the "value of workers" 18
accounting for wealth for actuarial purposes believed that the workers should be valued and their value should
be include in actuarial computations. Fola, (2013) also wrote intensively about the incidence of workers'
employees' knowledge and skills on the production process and the quality of output. He emphasised that wages
should be determined (among other things) by the efforts in time, energy and money spent by workers t0 gain
the skills requited for their working tasks. In analysing the determination of wages, he clearly state that
education and learning should be considered as "investments" in human beings.

The work of Flamholtz, (2014) became the founding base of modern human capital theory. He stated thal, "A
stock of wealth existing at an instant of time is called capital. A flow of services through a period of time®
called income". His definition of income and capital was "all-inclusive”, and thus resolved the controvers!
among capital theorists on the nature of capital goods as to matenality, monetary aspects, durability o

repeatability of use. He emphasised that all types of stocks would be capital when yielding services, and ¢V
explicitly includes human beings. la

&

Human Capital as Asset :

Any asset is a claim to a future benefit, such as rent from owning a commercial property. An intangible 25 I
if it is successfully managed — a claim to a future benefit that does not have a physical or ﬁnaﬂc" 1‘1
embodiment. Barunch (2013) defines human capital as that investment made on the human resources © b
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company. Generally, human capital Is represented by human resources (employee competencies), which are
proadly related to education and training of

Professional staff, who are the principal generators of revenue. Non-

venue generators are called support staff Employees t . e , :
L;owlc dge and initiating new ideas. ployees create value by applying their skills, exerting their

Flamholtz (2014) posits that to be recognised as an asset, the cost of investment in human capital has to met the
following conditions:(1) an asset must POsses a potential for future benefits; (2) benefits must be measured in
monetary term; (3) these future benefits are owned or controlled by the reporting entity. The definition of future

benefits includes a direct or indirect contribution to future net cash flows, subsequent sales, earnings, or share of
industry sales and revenues or cost saving.

It has been argued over the years that investments in human capital cannot be capitalised because companies
cannot force employees to provide services, consistent with the legal notion of free labour mobility. Yet labour
mobility may be restricted due to various factors, such as geographical preferences, search and relocation costs,
information asymmetry, age and gender. Hall (2012) reported that a typical US worker in the 1980s was 1n a job
about eight years and a large fraction of the work force take on jobs that would last 20 years or more. This
implies that while employees have the option to leave at any point in time, they do not exercise this option
frequently. When compared to other fixed assets we can therefore say that human capital is expected to stay
longer in an organisation than some fixed assets. :
Investment in Human Capital , ) ) _

Vestment in human is seen as that part of a firm's spending that is dedicated to the employees. It involves the

| SPending that relates to recruiting, training, compensation, retaining and pension incurred on the employees of a
| Particular firm

Bluﬂde]l, Dearden, Meghir and Sianesi (2009) describe humqn capital investment as having_ three components.
I8 includeg early ability (whether acquired or innate)% qualifications gn_d knowledge acquired through formal
Ucation; ang skills, competencies and expertise acqu1r9d through training on the job. They Wwent on to state
Uman capital investment involve an initial cost (tuition anq trammg course fees) whx(.:h. the individual or
OPes to gain a return on in the future (through increase earnings or higher firm productivity).

Com :
. pone ; Capital :
RlChard, Lnotr::;;f,setmé::t;z gug::garaal()mo% describe investment in human from two angles, one from the

and the other from the firm's.

“di\’id P
Yal Investment in Human Capital ot . s e :
¢ 5 el b investment decision, where the individual gives up some
l I ac(.:umUIatlon of human capital 1s seen as an 1

o ] ; ion and training in return for increased future earnings.
Portion, of income during the period of education gs
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invest i their human capital) if the oy,
labour market where Witges refle
the better-educated or more ang
«-skilled counterparts

Individuals will only undergo additional schooling or trmmming (1.¢
compensated by sufficiently higher future camnings In a competiive
marginal product of workers, to be able to command higher camings,
workers must be sufficiently more productive in employment than their les

Firm Investment in Human Capital
Employers fully or partially fund the training of workers in the hope of gaining a return on this investmeny "
terms of being a more productive, more competitive and consequently more profitable firm in the future 14,
other decisions about investment in education, the decision to provide on- B A e 1
considering both the costs of providing training and the expected added revenues generated by tratning for v

These costs and benefits for the firm include both direct (i.c. the costs of mstruction) and indirect (e reducy
worker output during training). Workers undertaking on-the-job training will also encounter potential costy uy
benefits from the training, such as the possibility of reduced wages during traming periods and higher wag,
from enhanced productivity.

Types of Investment in Human Capital
Gary (2012) considers investment in human capital mn different form depending on who 15 making sug
investment and where the investment is made. It can take any one or more of the followimg form

1. On The Job

Many workers increase their productivity by learning new skills and perfecting old ones while on the job On
the-job training, therefore is a process that raises the future productivity and differs from school traming in th
an investment is made on the job rather than in an institution that specialises m teaching I'he cost of such
investment will be value placed on the time and effort of the trainee, the teaching provided by others, and the
equipment and materials used. These are belicved to be costs in the sense that they could have been used it
producing current output if they were not used in raising future output

There are basically two types of on the job training; it could either by general or specific on the job traiming
General training is useful i many firms in addition to the firm providing it, as a doctor trained at one hospitd
finds his skills useful at other hospitals. Training that increases productivity more in firms providing it will be
called specific training. Specific training can be defined as training that has no effect on the productivity ol
trainces that would be useful in other firms.

Much on the job training cannot be seen as cump!clclI)-r specific or chrlnplctcly general but increases productivi
more in firms providing it and it 1s dCSCl"IbC as specific. Where 1t increases productivity by at lcast as much #
other firms it is believed to be general. Firms ulsuall_y spend a lot of moncy in familiarising new employees with
their organisation, and' t.hc knowledge so uC(]llI!de is a form of specific training because productivity 15 1
more in the firms acquiring the knowledge than in other firms.

2. Schooling . S et P, , '
Schools and firms are often substitute sources of particular skills. The shift that has occurred over time in otk

law and engineering is a measure of this substitution. In acguiring legal skills for instance there is attachment ®
a law firms and studying in the law school. Spmc types of knuw_lc@gc can be mastered better if simultancuu-;
related to a practical problem; others require_prolonged specialisation. That is, there are complimentd”
between learning and work and between learning and time. T:hc development of certain skills requires
specialisation and experience and L ok pan.ly .fmm the hrf"s “",d partly from schools. It worthy 0f 7
industrial skill is usually first given on the job, since firms tend 1o be the first to be 8%

e oaw] 3 :
(t)l}aitt Strj:]]:;gtizt as demand develops, some of the training shifts to schools.
]
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3. Other Knowledge Source

g recognised that motivation in tumn partly
depends on earnings because of the effect of an increase in earnings on morale and aspirations.

2.2 Theoretical Framework

Many studies have advanced numerous explanations which serve as theoretical backing on the human capital.
For the purpose of this research, the paper tends discuss the most commonly used theories on human capital.

Value Added Intellectual Coefficient Theory

Value Added Intellectual Coefficient (VAIC) theory developed by Pulic (2007) is found most appropriate for
the study of human capital and performance. It meets the basic requirements of contemporary economy
indicating the real value and performance of a company; this is because value added has been reputed as the
preferred measure of the wealth created by activities of a company. Pulic (2007) sees investment in human
capital as the sum total of all expenditures incurred on the employees during the period, that s, the salaries and
allowances. He also used Human Capital Efficiency to assess the efficiency achieved the companyfrom the
investment in human capital.

This Theqgy meets the demand for giving employees the status of key resource by treating them as investment
and not as cost; this because they invest their knowledge and skills which is va]qed by 'the market through the
Ompany's activities and reflected in the created value addf:d. The model hgs recclveq wide usage in the area of
intellectua) capital valuation especially with human capital dge to the 1naficquac1e§ of the other valuation
methods and measurement models. VAIC™ provides a standardised and consistent basis of measure that can be
used for easily comparison both within sector, industry or internationally. It is also important to state that all the
data ygeq is based on audited information from financial reports, therefore rc.su!ts can be said to be objective
and verifiable. Also, like other traditional measures of corporate performance, it is casy and straightforward for
oth interna] ang external users of the financial statement.

Hum .

Thig tato(,?;‘;:,ﬂh:;zgghe value added that people contribute to an organiz?tion. It regards people as assets and
ilresgeg that investments by organizations in people \yzll‘g_cncrate worth\.vlulc ~rctums. The th::(;ry dsulgég;;ts ;!:at
Vestment in people results in economic benefits for individuals and soc1_t.:l'y as A \;'holc (Srwc-ul fmq’ ). hle
"VeSimcnt in individual can be made in terms of education, health, nutrition, and any other deve opment that
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results in long-term benefits. It is important to clarify that the investor in this particular case is an individua) why
decides whether to invest his or her time, money and other resources into some activity that will benefit hig ¢,
her human capital.

The theory is associated with the resource based view of the firm. Bamney (1991), dcvclqped a theory thg
proposes that sustainable competitive advantage is attained when the firm has a human capital that canne
imitated or substituted by its rivals, for the employer investment in training and developing people is a meang o
attracting and retaining human capital as well as getting better returns from those investments.

2.3 Empirical Review

According to Andrew Carnegic (2010) human capital knowledge and experience is the main element, which i
the base of other clements and which will impacts a company's value through affecting other elemeny
Employees' knowledge and capabilitics are the source of innovation. In order to accumulate innovation capit]
besides relying on the firm's encouragement and active input, raising employees' capabilities is also g
important impact factor. Human capital is viewed as an element of intellectual capital like other elements whig
include innovation capital, process ca‘tal and customer capital, these elements on their own cannot so
impact on the performance of a firm. It is believed that casual relationships exist between these elements
However, human capital is the most fundamental elements of intellectual capital.

Consequently, it would be appropnate to infer that human capital is closely linked to innovation capital
Employees must be relied on to carry out the internal processes of a company, while employees also perform al
customer services. It is believed that employees provide the quality of service while implementing interna
processes, the capability of employees would affect process efficiency, quality, and customer satisfaction. This
cause-effect relationship indicates that accumulating human capital would be helpful to improve the other forms
of intellectual capital and in effect improve performance.

Andriessen, and Tissen, (2012) propose the American Customer Satisfaction Index and contend that custome
expectations, perceived quality, and perceived value could influence customer satisfaction is to increas
perceived quality. Barunch (2013) believed that the higher the perceived quality, the more the customers are
satisfied. The internal process of a company provides service quality to its customers. Therefore, process capitd
is somewhat of a leading intellectual capital element, which affects customer capital element, while th
customer element in turn influences financial performance.

According to Becker (2012) the link between human capital and performance is based on two theoreticd
strands. The first is the resource-based view of the firm. The second is the expectancy theory of motivation &
stated by Vroom (2014) composed of three clements: the valence or value attached to rewards;
instrumentality, or the belief that the employee will receive the reward upon reaching a certain level of
performance; and the expectancy, the belief that the employee can actually achieve the performance level
required.

Initial writing on human capital and performance of firms dates as back as 1960 with the works of economisé
such as Chen, H. M. and Lin K. J. (2004). They studicd the relationship between education and cconom¥
growth, productivity and carning growth which all have empirical support. They all concluded that hums
capital is the basis in explaining individual carning differences. The further state that employces who invest i
education and training will raise their skill level and.be more productive than those less skilled, and so @&
justify higher earnings as a result of their investment in their human capital. In similar line, human resou®
accountants in a bid 1o establish valid and reliable techniques for measurement of cost and value of employe®
to organisations explain how the contributions of employces added to the asset value of the firm. The main 5%
as seen by human resource accountants is that human assets, unhke capital assets, have a largely uncer®’
future service life. Thercfore, they have been concerned with the nature of the uncertainty and prO"id'M
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cstimates of this, with a number of measures used
3

roposed by Cascio, (2001). Brummet, et a] (2 i ing i
Ipn o iy an, viusls vadue o s BIE u(lrl d(i%Si; believes that the human resource accounting issue of

: g : _ n the notion that it is not the individual who 1
| yaluable, but the individual in relation to the roles he/she plays that is crucial. Howeverwbecausp:rots‘ethe :vil;

roblem tof s;ntllllicn; publlcfaccounting standards not allowing reporting of human asset value in financial
statements an absence of generally accepted accounting procedures, the concept remained theoretical.

including the discounted future compensation model

e

| The 1980s rise in human resource management brought managerial scholars to debate on the link between the
| management of people and performance. A number of attempts towards giving the theoretical view an empirical
pase were made. Notab!e among them are the works of Davenport, (2009) where he examined the link between
Human Resource planning and business performance and found no correlation.

i

However, the work of Dav1d (2009) used the PIMS database and found positive relationships between specific
Human Rcsou_rce practices and business results. A later study by Delaney, and Huselid, (2006) found that the
{ manngr of allgt_]ﬂlf:nt between Human Resource and business strategy had an impact on organisational
performance. Within the accounting field, utility analysis became a dominant theme. With this, attempts were
i made to solve the measurement problems that have dogged early human resource accounting formulations by
examining alternative means of economic valuation.

d Delery, (2012) believes that Utility analysts measure the economic contribution of personnel activities

according to how effective they are in identifying and modifying individual behaviours, hence the future service
contributions of employees. Thereby analysing the dollar value of certain human resource programs,
i particularly selection and training, and comparing them with the expected dollar value retumn from other

investments.

Dunphy (2011) also assessed the critical contribution of human capital. He used employee surveys and
interviews of 1300 of the largest US industrials and non-industrials to research whether a significant
relationship exists between the way in which organisations manage their employees and profitability. His
findings included a statistically positive relationship between the use of employee-centred management

practices and superior financial performance.

The research approach of focusing on individual human resource and link to performance continued into the
carly 1990s, some relying on single measures of human resource practice. Studies carried out showed that

selectivity in staffing is positively related to organisational performance.

li andGilad (2013) identified performance evaluation and its linkage to comPensation_ schemes and have also
een identified as contributing to increases in firm profitability. Thenje were d1_fff:rent views as relate to hurpan
glesources practice but the dominant view of human resource efficacy is that individual human resource practices

ave limited ability to generate competitive advantage.

ethodology

#-1 Research Design . :
¢ research is on the effect of human capital on the P

dDP_‘Cd the ex post facto research design. This is appropri
=claltlonshj];, among variables or the effect of one variable on an
m annual reports and accounts of brewery firms in Nigeria for
ression method.

rofitability of brewery firms in Nigeria. The research
ate because ex post facto determines the cause-cffect

other.
he research will make use of secondary fain 3o Itiple re
% Period 2004 to 2015. The research makes use of multiple I€g
¥
#
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3.2 Area of Study o
The geographical area covered by the study in the whole country Nigeria. The brewery firms that are quote
the Nigerian stock exchange as at the time of the research 2004 to 2015.

33 Sources of Data '

The study made use of secondary data from annual financial statements covering 2004-2Q15 of Brewery firy,
Nigeria, Journals of accounting and other related disciplines, textbooks and Internet websites.

34 Population g :
In this study the population is made up of six (6) brewery firms in Nigena. as at 2017. Th_cy are Niger
Breweries, Guiness Nigeria Plc, Champion Breweries, Consolidated Breweries and Int_ernatlona_l Brewer
while Premier brewery was not considered because of non functioning for a long period and interpret {
producer of Hero brand has just returned to market but not quoted on the stock exchange.

35 Sample Size “ig ;
The sample of one (1) brewery firm, Nigerian Breweries Plc, it was selected based on acce351b111Fy of its anm
reports and accounts in the Nigerian Stock Exchange. The period under review was also a factor in choosingt

brewery firm for the sample because it has complete data. Nigerian breweries control 65% of the market sha
in the sector (Nwosu 2015).

3.6 Model Specification

In order to determine the effect of human capital on the profitability of brewery firms in Nigeria a multy
regression model will be formed and it is specified as follows:

PAT, = B, + BISWGS, + B,SEB: + B3STRN; + ¢,
Where

PAT = Profit After Tax

SWGS = Salaries and Wages

SEB = Sundry Employee Benefit

STRN = Staff Training

B, = Constant or intercept

B;-Bs = Coefficient for independent variables

t = Current Period

£ = The error term

3.7 Multiple Regression Analysis
The multiple regression analysis was used to the effect of human cap
Nigeria. The effect exhibited by the dependent variable included in
be measured through regression coefficient.

ital on the profitability of brewery firms
the study upon Profit After Tax (PAT) ¥

The study will also involve test of significance of parameter estimates by using t- statistics at 5% level. This "
enable us compare the probability of computed t-statistics at various situation
critical value at 5% to establish significance. When the computed t statistics p
greater than the critical value at 5% the parameter in question is significant but ot

" .t
of empirical analysis u"mh't
robability associated with !
herwise not significant.

3.8 Method of Data Analysis

The statistical tools for analysis in this study will be

E, The descriptive statistics analysis.

8 Multiple regression analysis.

Descriptive Statistics explains the characteristics of research variables. It reveals the mean, median, stand’
deviation and other frequency distribution indices including maximum and minimum values of the time sef
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w . .
dependent variable.

The rescarch variables will be structured into j
the analysis. The inc!cPendcm variables of the s
(SEB) and Staff Training (STRN). While the d

ndependent variables and dependent variable for the purpose of
tudy are Salaries and Wages (SWGS), Sundry Employee Benefit
ependent variable is Profit After Tax.

Data Presentation and Analysis
4.1 Data Presentation

Table 4.1
“Firm Year PAT SWGS SEB STRN
NBL 2004 8676641 3290837 230063 7940%4
2005 9763907 3989375 310378 %39221
2006 10900524 5447423 518875 1233208
2007 18942856 6446785 1878595 521266
2008 25700593 6208981 3502362 755760
2009 27910091 9121204 723108 1036602
2010 30332118 10840856 737375 958561
2011 318434033 12074377 1047524 1371452
2012 38042714 17191201 1535189 1944958
2013 43080349 19155265 53225 210947%
2014 42520253 20700513 132205 1884507
2015 18044518 27500383 105810 2219500

Source: Annual Reports and Accounts of Nigerian Brewery Plc.

4.2 Data Analysis

Table 4.2

Dependent Variable: PAT
Method: Least Squares

Date: 01/10/18 Time: 07:30
Sample: 2004 2015

Included observations: 12

Variable Coefficient Std. Error t-Statistic Prob.
SWGS 1.369317 0.704205 1.944485 0.0877
SEB 3.496591 2.422828 1.443186 0.1870
STRN 3.030848 9.651727 0.314021 0.7615
C 4398737. 7691046, 0.571930 0.5831
R-squared 0.780847 Mean dependent var 27695716
Adjusted R-squared 0.698664 S.D._ dcpcndcn_l var 12929411
SE ; 7481. Akaike info criterion 34.64958

. of regression 7.0974¢ iteri 3481122
Sum squ; : 4.03E+14 Schwarz criterion 3

M squared resid : ' ter 34.58974
Log likelihood -203.8975 Hann;m-Qumn criter. 1 1‘91932
F-statistic 9.501370 Durbin-Watson stat _
thfF-slatisth 0.005154

SOURCE: Eview output version 9.0
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Table 4.2indicates that any change in salaries and wages will increase profit after tax by 1.369317 while chap .
in sundry employee benefit will result in an increase of 3.496591 in profit after tax. H(?wefver, any change in
staff training will increase profit after tax by 3.030848. In summary, profit after tax 1§ significantly Influenceg

positively by salaries and wages, sundry employee benefit and staff training.

Interpretation of Regression Coefficient Result i
Table 4.2, indicates that an increase in salaries and wages, sundry employee benefit and staf.‘f traiing of
Nigerian Brewery firms will increase profit after tax by 7.097481. This implies that profit after tax is affecteq p,
salaries and wages, sundry employee benefit and staff training of Nigerian Brewery firms.

Interpret_ation of Durbin Watson- Statistic . istic i
The Durbin-Watson statistic is 1.191982 which is not up to 2. In this case, the Durbin Wa_tson SEatiStc 1s cloger
o 2 than 0 which indicates the absence of autocorrelation in the series. The result indicates the absence of

positive serial correlation in the time series data extracted from the annual report and accounts of Nigeriap
Brewery Plc.

Coefficient of Determination (R?) _
The Adjusted R-squared is 0.698664. The adjusted R? reveals that only about 70% of the variations in profit
after tax could be explained by salaries and wages, sundry employee benefit and staff training of Nigerian

Brewery Plc while about 30% could be explained by other factors capable of influencing profit after tax of
Nigerian Brewery Plc as well as the error term and the unexplained variables.

4.3 Test of Hypotheses
Test of Hypothesis One

Hypothesis one seeks to evaluate the effect of salaries and wages on the profit after tax of brewery firms in
Nigeria using data from Appendix 1 at 95% confidence level.

Statement of Hypothesis
Ho: Salaries and wages do not have any effect on the profit after tax of brewery firms in Nigeria.

Decision
The decision criterion is to accept Ho if the probability of the t-Statistics > 0.
probability of the t-Statistics of 0.0877> 0.05, therefore, we accept the alternative h
null hypothesis to conclude that Salaries and wages have significant effect on th

firms in Nigeria.

05, otherwise reject. The
ypothesis while rejecting the
e profit after tax of brewery

Test of Hypothesis two
Hypothesis two seeks to evaluate the effect of sundry employee benefits
brewery firms using data from Appendix 1 at 95% confidence level.

on the profit after tax of Nigerian
Statement of Hypothesis -

Ho: Sundry employee benefits do not have any significant effect on the profit after tax of Nigerian brewery
firms.

Statement of Decision cjl_"f_teria: o -
Accept Ho if the probability of the t-Statistics > 0.05 otherwise reject.

ision ; i
fr)l":g decision criterion is to accept Ho if the probability of the

{-Statist; . ; The
obability of the t-Statistics of 0.1870> 0.05, therefore, we reject th IStCs > 0.05, otherwise reject.

¢ alternative hypothesis while accepting o
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Il hypothesis to conclude that Sundry employee b fi igni tax of
;l:geriaﬂ brewery firms. yee benefits have significant effect on the profit after

Test of Hypothesis three
Hypothesis three seeks to examine the effec

_ t of staff traini Nigerian brew:
£ susing data from Appendix 1 at 959 b raiming on the profit after tax of Nigerian ery

dence level.

Statement of Hypothesis
Ho: Staff training does not have any effect on the profit after tax of Nigerian brewery firms.

Decision s
The decision criterion is to accept Hy if the
probability of the t-Statistics of 0.7615 > 0.05, th
null hypothesis to conclude thatStaff training h
firms.

probability of the t-Statistics > 0.05, otherwise reject. The
crefore, we accept the alternative hypothesis while rejecting the
as significant effect on the profit after tax of Nigerian brewery

Summary of Findings, Conclusion and Recommendations
5.1 Summary of Findings

At the end of this research work on the effect of human capital on the profitability of brewery firms in Nigeria.

The researcher found out that human capital has significant effect on the profitability of brewery firms in
Nigeria.

It was also observed that salaries and wages have significant effect on the profit after tax of brewery firms in
Nigeria.

The study further shows that sundry employee benefits have significant effect on the profit after tax of Nigerian
brewery firms.

It was also discovered that staff training has significant effect on the profit after tax of Nigerian brewery firms.

3.2 Conclusion . o

Researches and studies in recent times have shown that_the time to focus on humar! capital is now; many of
those researches have also proved that the era of expensing salaries and allowances is gradually coming to an
end. That employee should be seen more from the point of investment in asset rathgr that materials used in the
Production of services. Notwithstanding the above importance there has been conflict on how best to measure

human capital investment. -

The research ter concluded that Investment in human qapital has positivg significant effeqt on the
Proﬁtabj[ity oft l]lﬁlgjrf,:; I:rcwcry firms. This means that as Nigerian brewery firms invest more on their human

Capital, greater proportion of this effort translates into increase in profitability.

has positive significant impact on the profit after tax of Nigeriag Breweries Plc.
thas p employee benefit will enhance the performance of Nigerian brewery
?1 thalt) the more investment in .human madfa _by Nigerian brewgries the
Investment in staff training impacts positively on the efﬁcngncy of
he more investment on staff training, the more efficient its

Investment o, employce benefi

refore, as more money is invested 0
™. From the foregoing, it can be sai
- change in its carnings per sharc.
L &Crian breweries employees. This means
“Mployees will be.
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d on the findings of the study: _
the salaries and wages of their employeesin other to bgg
allowances should be introduped. |

their human capital to identify areas where additiop,

| of staff training that can be seen to be optimy

5.3 Recommendations
The following recommend
i Nigerian breweries

ations are proffered base

firms should increase the

their profitability. In doing that, basic motivating

il. Nigerian Brewery firms should critically analyse
investment is needed.

rtain the leve

There is need for Nigerian breweries to asce
so that redundancy and under utilisation would not be encouraged.

iil.
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