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ABSTRACT 
The study was to determine the relationship between staff welfare costs and return or equity of 
listed industrial goods manufacturing firms in Nigeria. The theory underpinning this study is Human 
capital theory. Ex-post facto research design was considered suitable for the study. The population 
of this study was thirteen (13) industrial goods manufacturing companies listed on Nigeria Exchange 
Group. Sample size of ten (10) firms representing about 76% (percent) of listed industrial goods 
firms in Nigeria was obtained. The non-probability sampling technique was adopted in this study. 
The findings of this study showed that Staff welfare cost showed negative and insignificant 
relationship with return on equity. However, the effect of staff welfare costs on financial 
performance metrics such as net profit margin and return on equity appears to be less pronounced, 
suggesting that other factors beyond humanq12` capital investment may play a more significant 
role in determining their outcomes. It was recommended that firms should prioritize strategic 
investments in employee training and development programs to enhance skills, knowledge, and 
capabilities, thereby potentially improving operational efficiency, productivity, and ultimately, net 
profit margin. Firms should strategically allocate resources towards enhancing employee training 
and development programs. 
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INTRODUCTION 
The survival, growth and profitability of organizations are more dependent on intellectual assets 
than physical assets. Human capital is now regarded as a resource that necessitates strategic 
planning. As a result, clear estimation of expenditure on it has gained significant importance 
(Ifurueze, 2014). Because this century is knowledge driven, it is necessary for organizations to use 
their human capital in such a way that their success is not jeopardized. This can be accomplished 
by ensuring that the human capital that will drive the economy is recognized                                       as 
a valuable part of an organization’s total value in order to assess the impact on corporate 
Profitability. 
The recent globalization challenge in the Nigerian economy is gradually shifting the majority of the 
listed industrial goods manufacturing firms to customer-oriented organizations where knowledge, 
skill, and attitude matter. This has increased the importance of how organizations invest in the 
human capital that runs them, owing to the fact that many organizations’ expenditure on human 
capital has risen faster than non-human capital expenditure (World Economic Forum 2015). An 
increase in the organization’s costs on human capital has resulted in a greater demand for its 
inclusion in financial report to measure its impact on the overall profitability of publicly traded 
companies. 
Furthermore, most organizations raise employee salaries and wages to motivate them and ensure 
they give their all to achieve the organization’s goals. These efforts are expected to have an impact 
on their profitability if the costs incurred are not a waste in many of these quoted companies, the 
rate of increase in human capital costs to train and retrain quality employees does not appear to be 
commensurate with the rate of growth in their profitability 
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Financial performance is defined as the percentage of sales generated by new products as well as 
profitability, capital employed, and return on asset (ROA) (Hsu et al., 2007). Furthermore, return 
on equity (ROE), earnings per share (EPS), and net income after tax (N1AT) can be used as financial 
performance indicators. 
 
Hypothesis 
HO1:  There is no significant relationship between staff welfare cost and return on equity of listed 

industrial goods manufacturing firms in Nigeria 
 
Staff Welfare Costs 
In the era of globalization, market economy, hyper competition and rapid changing environment, 
the success of an organization depends on the employees’ performance. Employees’ performance 
is an essential requirement if an organization is to maintain its efforts towards the realization of 
predesigned goals (Dessler, 2008). 
According to Human Resource Philosophy employees are an important business resource that must 
be managed carefully in order to maximize return on investment and achieve business objectives. 
Organizations have to provide various benefits to ensure employees welfare is taken care off. In 
fact in this age and era it is almost impossible to operate an organization without offering a basic 
set of benefits for employees’ welfare. Organizations should understand that a healthy and stress 
free worker is a major asset to the organization and should therefore provide welfare services and 
programmes (Armstrong 2013). 
Armstrong (2013) states that employee welfare programs rest mainly on the abstract ground of 
social responsibility on organizations for those who work for them. Organizations need highly 
performing employees in order to meet their goals to deliver the products and services they 
specialize in and hence achieve competitive advantage. Organizations provide welfare facilities to 
their employees to keep their motivation levels high. 
The employee welfare programs can be classified into two categories viz. statutory and non-
statutory welfare schemes (Cole, 2002).The statutory schemes are those schemes that are 
compulsory to provide by an organization as compliance to the laws governing employee health and 
safety. These include provisions on safety, health and welfare. The non-statutory schemes differ, 
from organization to organization and from industry to industry. The very logic behind providing 
welfare schemes is to increase a healthy loyal and the productivity of organization, create efficient, 
satisfied labour force for the organization promote healthy organizational relations thereby 
maintaining industrial peace (Cole, 2002). 
Tiwari (2014) focused on employee welfare facilities and its impact on employees’ efficiency at 
Vindha Telelinks limited Rewa in India. The study established that the employee welfare facilities 
provided by the company to employees are satisfied and it is commendable, but still of scope is 
there for further improvement. So that efficiency, effectiveness and productivity can he enhanced 
to accomplish the organizational goals. Health, safety and welfare are the measures of promoting 
the efficiency of employee. The various welfare measures provided by the employer will have 
immediate impact on the health, physical and mental efficiency, alertness, morale and overall 
efficiency of the worker and thereby contributing to the higher productivity. The basic propose of 
employee welfare is to enrich the life of employees and to keep them happy and conducted. Welfare 
measures may be both statutory and non-statutory; laws require the employer to extend certain 
benefits to employees in addition to wages or salaries. 
Historically employee welfare services were meant to reduce absenteeism and time oil due to illness. 
However, today they have taken a broader scope and they include almost all aspects that relate to 
an employee’s wellness and personal development in the work place (Manzini & Gwandure, 2011) 
 
Return on Equity: The return on equity ratio is a financial ratio that measures a company’s ability 
to generate profits from its shareholders’ investments. This profitability can be used to assess a 
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company’s effectiveness in using equity funding to run its day-to-day operations. Individuals can 
determine how much post-tax income is left in a company’s reserve by calculating its ROE. Following 
that, one can compare net income to total shareholder equity as reported on the company’s 
Statement of Financial Position (balance Sheet). 
The ROE ratio is calculated as a percentage by dividing the company’s net income by total 
shareholder equity. If both net income and equity are positive in value, the ratio can he calculated 
precisely. Return on equity equals net income divided by average shareholder equity. In this case, 
net income is calculated before dividends are distributed to common shareholders. Furthermore, it 
is calculated after preferred shareholder dividends and lender interests are paid. 
Return on equity is an important financial metric that investors can use to determine how efficient 
management is at utilizing equity financing provided by shareholders. It compares net income to 
the firm’s equity. The higher the number, the better, but it is always important to compare apples 
to apples, that is, companies that operate in the same industry, because each industry has different 
characteristics that will affect their profits and use of financing. As with all investment analysis, ROE 
is just one metric that highlights only a portion of a company’s financials. Before investing, it is 
critical to use a variety of financial metrics to gain a complete understanding of a company’s financial 
health. Though ROE is widely regarded as one of the best financial metrics for assessing a company’s 
financial efficiency, it is not without limitations. To begin with, equity returns are not always positive. 
A subjective ROE may indicate a number of underlying issues, such as excessive debts and irregular 
profits, among others. 
 
The relationship between staff welfare cost and return on equity 
The relationship between staff welfare costs and return on equity (ROE) can be substantial, as 
investments in employee well-being and satisfaction contribute to higher productivity, reduced 
turnover rates, and enhanced organizational performance, ultimately leading to increased 
profitability and shareholder value, thereby positively influencing ROE. The relationship between 
staff welfare costs and return on equity (ROE) is a multifaceted relationship that delves into the 
intricate dynamics between employee well-being, organizational performance, and shareholder 
value. Staff welfare costs, encompassing various expenditures such as healthcare benefits, 
retirement plans, and workplace amenities, play a pivotal role in shaping the overall profitability and 
sustainability of a company, thereby directly impacting its ROE. Investing in staff welfare initiatives 
can have a profound impact on employee satisfaction and engagement. When employees feel valued 
and supported through comprehensive welfare programs, they are more likely to be motivated and 
committed to their roles. This heightened level of engagement translates into improved productivity 
and efficiency, as well as reduced turnover rates, which ultimately contributes to increased 
profitability and, consequently, higher ROE (Bashari & Mohammed 2019). 
Moreover, staff welfare investments can influence organizational performance, leading to improved 
financial outcomes that positively affect ROE. For instance, providing access to wellness programs 
and healthcare benefits can lead to healthier and happier employees, resulting in lower absenteeism 
rates and higher levels of productivity. Similarly, offering competitive compensation packages and 
performance-based bonuses can incentivize employees to perform at their best, driving overall 
business performance and profitability, thereby enhancing ROE. Furthermore, staff welfare 
initiatives can contribute to a positive corporate image and reputation, which can have a significant 
impact on shareholder perception and confidence. Companies that prioritize employee well-being 
are often viewed more favorably by investors and other stakeholders, leading to increased investor 
trust and loyalty. This positive perception can translate into higher stock prices and valuation 
multiples, ultimately boosting shareholder equity and ROE (Gbadago & Honyenuga 2020). 
However, it's essential for companies to carefully balance their staff welfare investments with 
financial sustainability and profitability goals. While investing in employee well-being can yield 
significant returns in terms of productivity, engagement, and brand reputation, unchecked spending 
on welfare programs can strain financial resources and undermine shareholder value. Therefore, 
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companies must carefully assess the cost-effectiveness and return on investment of their staff 
welfare initiatives to ensure they are aligned with broader financial objectives and contribute 
positively to ROE. Staff welfare costs have a profound and nuanced impact on return on equity 
(ROE), influencing employee engagement, organizational performance, and shareholder perception. 
By investing strategically in employee well-being, companies can drive higher profitability, enhance 
corporate reputation, and ultimately increase shareholder value, highlighting the critical role that 
staff welfare plays in achieving sustainable financial success (Ekundayo & Odhigu 2021). 
The relationship between staff welfare costs and return on equity (ROE) is multifaceted, 
encompassing various dimensions that intersect with employee satisfaction, organizational 
performance, and shareholder value. Staff welfare costs, including expenditures on healthcare 
benefits, retirement plans, training programs, and workplace amenities, represent investments in 
human capital that can significantly influence a company's ROE. Investing in staff welfare initiatives 
often leads to higher levels of employee satisfaction and engagement. When employees feel valued 
and supported through comprehensive welfare programs, they are more likely to be motivated and 
committed to their roles. This heightened level of engagement can translate into increased 
productivity, as well as lower turnover rates, which in turn contributes to improved profitability and 
a higher ROE. Employees who feel valued and supported are also more likely to innovate and 
contribute positively to organizational performance, driving further improvements in ROE. 
Additionally, staff welfare investments can directly impact organizational performance and financial 
outcomes. For example, providing access to wellness programs and healthcare benefits can lead to 
healthier employees, resulting in reduced absenteeism and lower healthcare costs. Similarly, offering 
competitive compensation packages and performance-based incentives can incentivize employees 
to deliver higher levels of performance, ultimately driving revenue growth and profitability, and thus 
enhancing ROE (Lakra 2021). 
Furthermore, staff welfare initiatives can play a significant role in shaping the perception of the 
company among investors and stakeholders. Companies that prioritize employee well-being are 
often viewed more favorably by investors, leading to increased investor trust and confidence. This 
positive perception can translate into higher stock prices and valuation multiples, ultimately boosting 
shareholder equity and ROE. However, it's crucial for companies to strike a balance between 
investing in staff welfare and maintaining financial sustainability. While staff welfare investments 
can lead to improved employee satisfaction and organizational performance, unchecked spending 
on welfare programs can strain financial resources and negatively impact profitability. Therefore, 
companies must carefully evaluate the cost-effectiveness and return on investment of their staff 
welfare initiatives to ensure they contribute positively to ROE while aligning with broader financial 
objectives (Ngoc & Duc 2020). 
Staff welfare costs have a significant impact on return on equity (ROE), influencing employee 
satisfaction, organizational performance, and shareholder perception. By strategically investing in 
staff welfare initiatives, companies can drive higher levels of productivity, innovation, and 
shareholder value, ultimately leading to improved financial performance and a higher ROE. 
Therefore, businesses should prioritize employee well-being as a key driver of long-term success 
and profitability. 
 
Empirical Review 
Parham and Heling, (2021) “investigated impact of human capital efficiency on financial 
performance of Dutch production companies. Using data from 33 Dutch production companies for 
a period of 6 years (2007-2019) and applying the human capital component of the VAIC 
methodology the monetary value created by the companies knowledge workers is measured. 
Multiple linear regression models are used for analyzing the relationship between the performance 
of Human Capital and organizational performance measures including ROTA, ROE and” EP. “The 
study results revealed that there is positive relationship between HCE and all three corporate 
performance measures, amongst which it should be referred to the strongly statistically significant 
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relationship between HCE and Employee Productivity (EP). Furthermore, it is significant in the sense 
that it will provide the companies managers with vital information required for making decisions on 
proper deployment of their human capital and investment in this strategic” asset. 
Kazeem and Taiwo (2021) “presents an appraisal of human capital accounting on performance of 
Micro Finance Banks (MFB) in Nigeria; specifically using content analysis of the annual reports and 
financial statements of the sampled Micro Finance Banks. A purposive sample of Sixteen (16) Micro 
finance banks out of the thirty four (34) existing in Ogun state was” investigated. “Random sampling 
technique is used to select respondents in each Micro Finance Banks cutting across directors, 
employees and shareholders of the Micro Finance Banks. A total of 320 collected questionnaires 
were used for data analysis. The data were analyzed using (parametric and non-parametric 
techniques) appropriate descriptive and inferential statistical techniques. The study revealed that 
human resources expenditure should be capitalized and treated as assets rather than write off to 
profit and loss” accounts.  
“The study also shows that human resources accounting has a significant effect on MFBs 
performance. The Study recommends that the accounting profession the world over should create 
a frame work in the balance sheet to recognize treatment of human resources and appropriate value 
be attached on the inherent qualities of human” capital. 
Bolek and Wolski (2021) “analyses human resources effectiveness in the Russian banking industry 
and its influence on organizational performance of banks. The sample of the research consists of 
one hundred ninety seven banks both local and international operated in Russia. Based on the data 
available in financial statements of banks, published by the Central Bank of the Russian Federation, 
several indicators were calculated, including return on investment in human capital (HCROI), return 
on assets (ROA), return on equity (ROE) and” productivity. “Their findings reveal that there is 
statistically significant correlation between HCROI and all selected organizational performance 
indicators of banks in Russia. Their findings demonstrate that HR effectiveness influences the 
performance of banks in” Russia. 
Ahmadu (2021) “in his study investigated the association between human capital efficiency and 
financial performance of quoted Nigerian banks. Data were obtained from audited annual accounts 
and reports of the studied banks. The study adopted linear regression method of statistical” analysis. 
“The finding reveals that human capital efficiency has no significant impact on the EPS of Nigerian 
banks and Human capital efficiency has no significant impact on the ROE of Nigerian banks. The 
study found that efficient utilisation of human capital does not have any significant impact on the 
return of equity of banks. Also the size of a bank has no significant impact on it return on equity, 
while the return on equity of banks cannot be predicted by human capital efficiency and size of the” 
banks. 
Results 
 Coefficientsa 

Coefficientsa 
Model Unstandardized Coefficients Standardized 

Coefficients 
t Sig. 

B Std. Error Beta 

1 
(Constant) 7191951.610 17337014.743  .415 .679 
COSW -673.499 193.297 -.244 -3.484 .001 
CETD 1416.679 118.314 .839 11.974 .000 

a. Dependent Variable: NP 
Source: SPSS OUTPUT 
The coefficient analysis for the regression model predicting net profit unveils significant relationships 
between the predictors and the dependent variable. Both staff welfare cost and employee training 
and development expenditure exhibit statistically significant coefficients. Specifically, for every unit 
increase in staff welfare cost, net profit is anticipated to decrease by approximately $673.499, 
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whereas for every unit increase in employee training and development expenditure, net profit is 
expected to increase by approximately $1416.679. These findings suggest that while higher staff 
welfare costs are associated with reduced net profit, greater investment in employee training and 
development leads to a substantial increase in net profit. Moreover, the standardized coefficients 
(Beta) indicate the relative strength of each predictor's impact on explaining the variability observed 
in net profit, with employee training and development expenditure exerting a more substantial effect 
compared to staff welfare cost. Overall, these results underscore the critical importance of strategic 
investment in employee development initiatives for enhancing net profit and potentially fostering 
sustainable organizational growth. The coefficient analysis for the regression model predicting net 
profit reveals insightful relationships between the predictors and the dependent variable. Both staff 
welfare cost and employee training and development expenditure demonstrate statistically 
significant coefficients, providing valuable insights into their impact on net profit. Specifically, for 
every unit increase in staff welfare cost, there is an expected decrease in net profit by approximately 
$673.499, suggesting a potential trade-off between staff welfare expenses and profitability. 
Conversely, for every unit increase in employee training and development expenditure, net profit is 
expected to increase substantially by approximately $1416.679, indicating the positive relationship 
between investing in employee skills and development on overall profitability. These findings 
highlight the importance of strategic decision-making regarding resource allocation, emphasizing 
the potential benefits of prioritizing employee training and development initiatives to drive 
profitability and organizational success. Furthermore, the standardized coefficients (Beta) provide 
additional insights into the relative importance of each predictor, with employee training and 
development expenditure exhibiting a stronger influence on net profit compared to staff welfare 
cost. Thus, organizations may benefit from optimizing their investment strategies to maximize 
returns while ensuring employee welfare and development remain key priorities for sustainable 
growth and success. 
 
CONCLUSIONS 
The findings suggest that the relationship between staff welfare costs on financial performance 
metrics such as net profit margin and return on equity appears to be less pronounced, suggesting 
that other factors beyond human capital investments may play a more significant role in determining 
these outcomes. 
 
RECOMMENDATIONS 

1) These firms should strategically assess and invest in staff welfare initiatives that enhance 
employee well-being while also aligning with operational efficiency goals. By prioritizing staff 
welfare initiatives that contribute to improved morale, productivity, and retention, firms can 
potentially optimize asset utilization efficiency, thus enhancing return on assets and overall 
organizational performance within the competitive landscape of the industrial goods 
manufacturing sector in Nigeria. 

2) These firms should strategically evaluate and invest in staff welfare initiatives that foster a 
positive work environment and employee satisfaction while also ensuring alignment with 
financial objectives. By prioritizing staff welfare programs that contribute to employee 
engagement, retention, and productivity, firms can potentially enhance their competitive 
advantage, improve return on equity, and foster sustainable long-term growth in the 
dynamic and evolving landscape of the industrial goods manufacturing sector in Nigeria. 

 
REFERENCES 
 
Armstrong, M. (2013). A hand book of human resource management practice. Cambrian Printers 

Ltd. 
 



ISSN: 4860 - 4227 
Volume 10, Number 1, 2024 

Journal of Advancement in Management and Accounting Research 
 

107 | P a g e  
 

Cole, G.A. (2002). Personnel and human resource management. York publishers. 
 
Dessie G. (2008). Human resource management. Pearson Prentice Hall. 
 
Ghasempour, A., & Yusof, M. A. M. (2014). Quality of intellectual capital and human resource 

disclosure on the firm valuation. Open Journal of Accounting, 3, 59-70. 
 
Ifurueze, M., (2013). Impact of aggregated cost of human resources on profitability: An empirical 

study. Journal of Business and Management, 2(2), 91 99. 
 
Ifurueze, M.S., (2014). Impact of aggregated cost of human resources on profitability: An ‘/‘ 

empirical study. Journal of Business & Management, 3(2)30-43 
 
Lepak, D. P., & Snell, S. A. (1999). The human resource architecture: Toward a theory of humane 

capital allocation and development. Academy of Management Review, 24(1), 31-48. 
 
Manawaduge, A., De-Zoysa, A., Chowdhury, K., & Chandarakumara, A. (2011). Capital structure 

and firm performance in emerging economies an empirical analysis of Sri Lankan firms. 
Corporate Ownership &Control, 8(4), 253-263. 

 
Ndum, N. B., & Oranefo, P. (2021). Human resource cost and financial performance: A study of 

quoted brewery firms In Nigeria. International Journal of Innovative Finance and Economics 
Research, 9(2), 73-84. 

 
Ployhart, R. E., & Moliterno, T. P. (2011). Emergence of the human capital resource: A multilevel 

model. Academy of Management Review, 36(1), 127—150. 
 
Singh, J.P., & Pandey, S. (2008). Impact of working capital management in the profitability of 

Hindalco industries limited. The JUP Journal of financial Economics 6(4) 62 — 72. 
 
Smriti, N., & Das, N. (2017). Impact of intellectual capital on business performance evidence from 

Indian industrial goods sector. Polish Journal of Management Studies, 6(2), 23-43 
 
Shin, H., & Soenen, L. (2000). Liquidity management on profitability is there room for both? AF1 

Exchange 20(2) 46-49 
 


