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Abstract 

This study aimed at determining the extent to which human capital cost influences gross domestic product in Nigeria. 
Hitherto, human resource was treated as expenses and written off in profit and loss account. No recognition was 
given to the skills of labour in human resource accounting and recently in intellectual capital. The research adopted a 
survey design for the study. The data collected were tabulated and analyzed using the Ordinary Least Square (OLS). 
The study revealed that human capital costs mirrored by acquisition, development, remuneration and protection costs 
do affect significantly gross domestic product in Nigeria. The study recommended that there is urgent need for the 
installation and maintenance of total quality management in Nigeria to enable it remains competitive in the global 
market. This is because employee’s education, training and development are the key vehicle for building the 
economy and employee’s capabilities. Finally, government should try to understand and appreciate the value of 
human capital as it is the most important determinant of it success.  

Keywords: Human capital, Acquisition cost, Development cost, Remuneration cost, Protection cost 

1. Introduction 

The economic environment has shifted from industry based with focus on physical assets such as factory, machines 
and equipment to a high technology, information and innovation based environment with focus on expertise, talents, 
creativity, skills and experience of people – the company’s human capital. This is because every business requires 
physical assets as well as human resources for its success. Without human resources and efforts physical assets like 
land, buildings, plants, machines and even the electronic gadgets become unproductive. All the activities, plans, 
strategies of a concern are initiated, executed, implemented, managed and controlled by the manpower that makes 
the concern. Profitability, productivity, solvency and efficiency of any organization are largely depended upon the 
human resources. Knowledge or skilled based companies are much richer than the physical or financial bearing 
companies. Since intellectual, experience, know-how, attitude, behaviour and value system of employees with a 
different way can improve the efficiency of production or services and create more wealth to an organization; human 
resources are the creative and innovative force which strives to secure maximum results (Brummet, 1970). The 
concept of human resource accounting is in the early stage of development in developing countries like Nigeria, 
Ghana, Cameroon, Congo DR etc. Similarly, the total worth of the organization depends mainly on the skills of its 
employees and the services they render. Hence, the success of this organization is contingent on the quality of their 
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human resource. In knowledge driven economies therefore, it is imperative that the human elements be recognized as 
an integral part of the total worth of an organization. However, in order to estimate and project the worth of the 
human capital, it is necessary that some method of quantifying the worth of the knowledge, motivation, skills and 
contribution of the human elements be ascertained. Human Resource Accounting (HRA) denotes just this process of 
quantification/measurement of the human Resource (Prasad & Kumar, 2006). 

The concept of human resource accounting was first developed by Sir William Petty in the year 1691. “Research into 
true human resource accounting began in the 1960 by Rensis Likert”. According to American Accounting 
Association (1974), human resource accounting is the process of identifying and measuring data about human 
resources and communicating this information to interested parties. Thus human resource accounting would measure 
all the data relating to people in an organization which will be helpful in making relevant decisions regarding internal 
and external matters. Like other physical assets human assets also have ability to create income. A person in 
appointed in a business concern and given services during bonded period, separation point or life normally up to 
supper annuation age. Therefore, it is necessary to value human force just as other assets (Cascio, 1998). A number 
of models have been developed to value human assets. A concern incurs two types of expenditure on human assets. 

(i) Capital expenditure: which embodies acquisition, development, retention, updates or up gradation costs. 

(ii) Revenue expenditure: including wages, salaries, bonus, commission, perquisites, allowances and short term 
motivation & efficiency maintenance cost. 

Value of human resource can be calculated either on the basis of cost of production approach or the capitalized 
earning approach. Capital expenditure are written off over the expected life of employees while revenue expenditure 
are written off or charged in company’s profit & loss account of current year (Cascio, 1998). 

1.1 Statement of the Problem 

Human resources have been identified as one of the main sources of competitive advantage by many organizations in 
today’s economy (Edvinsson & Malone, 1997; Sveiby, 1997; Mayo, 2001; DTI, 2003; Verma 7 Dewe, 2004). This is 
true not only of knowledge intensive organization, based on services and Intangible outputs, but also increasingly of 
more traditional organizations, both in the private and public sectors. However, human resources were still not 
recognized in the 1960s in techniques such as human resource accounting (HRA) and more recently, intellectual 
capital (IC) statements (Fincham & Roslender, 2004; Roslender & Dyson, 1992; Mourtisen, Cheek & Fombrun, 
2001). 

1.2 Objectives of the Study 

The main objective of this study is to determine the extent to which human capital cost influences gross domestic 
product. Therefore, the specific objectives of this study include: 

1) To determine the extent to which acquisition cost affects gross domestic product. 

2) To determine the extent to which development cost affects gross domestic product. 

3) To determine the extent to which remuneration cost affects gross domestic product. 

4) To determine the extent to which protection cost affects gross domestic product. 

1.3 Research Questions 

The research questions for the study are: 

1) To what extent does acquisition cost affects gross domestic product? 

2) To what extent does development cost affects gross domestic? 

3) To what extent does remuneration cost affects gross domestic product? 

4) To what extent does protection cost affects gross domestic product? 

1.4 Statement of Hypotheses 

The following null hypotheses are formulated and would be tested in order to authenticate the objectives of the study. 

1) Ho: Acquisition cost does not significantly affect gross domestic product. 

2) Ho: Development cost does not significantly affect gross domestic product. 

3) Ho: Remuneration cost does not significantly affect gross domestic product. 

4) Ho: Protection cost does not significantly affect gross domestic product. 
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2. Literature Review and Theoretical Framework 

2.1 Theoretical Framework  

Theoretical perspectives based in sociology, economics, management, and psychology focus on different aspects of 
the domain of human capital (Wright & McMahan, 1992). The study begins by offering brief summaries of the 
perspectives that have guided the empirical studies reviewed in this study and that we feel are most likely to drive 
future research. 

2.1.1 Human Capital Theory  

The value added that people can contribute to an organization is emphasized by human capital theory (Boxall, 1999). 
It regards people as assets and stresses that investment by organization in people will generate worthwhile returns. 
The theory therefore underpins the philosophies of human resource management and human asset management 
(Armstrong 2006). 

Human capital theory is associated with the resource view of the firm as developed by Barney (1991). This proposes 
that a suitable competitive advantage is attained when the firm has a human resource pool that cannot be imitated or 
substituted by its rivals. Boxall (1999) refers to this situation as one that confers human capital, and human process 
advantage. But he also notes that a distinction should be made between ‘human capital advantage and human process 
advantage’. The former results from employing people with competitively valuable knowledge and skills, the latter, 
however, follows from the establishment of “difficult to imitate, highly evolved processes within the firm such as 
cross departmental cooperation and executive development. Accordingly, human resource advantage, the superiority 
of one firm’s labour management over another can be thought of as the product of its human capital and human 
process advantage. 

For the employee, investments in training and developing people is a means of attaching and retaining human assets 
as well as getting better returns from those investments. These returns are expected to be improvements in 
performance, productivity, flexibility and capacity to innovate that should result from laying the skill base and 
increasing levels of knowledge and competence. Schuller (1997) suggests that; the general message is persuasive; 
skills knowledge and competencies are key factors in determining whether organizations and nations will prosper. 
This point is also made powerfully by Itami (1987). 

But Daveport (1999) has some cautioning words about the asset based content of human capital theory. He argues 
that workers should not be treated as passive assets to be bought, sold and replaced at the whims of their owners. 

Important though human capacity theory may be, interest in it should not direct attention from the valuation and 
reporting of human asset of the enterprise which include intellectual capital, social and organizational capital which 
are concerned with developing and embedding the knowledge possessed by human asset of the organization. 

2.1.2 Resource Based Theory of the Firm  

Recent theoretical work on the resource-based view of the firm supports the notion that human resource valuation 
may be an important source of competitive advantage. This theory was propounded by Barney. Barney (1991) argued 
that resources led to sustainable competitive advantage when they are valuable, rare, inimitable and non-sustainable. 
While technology, natural resources and economics of scale can create value, resource-based theory argues that these 
sources of value are increasingly available to almost any one anywhere and they are easy to copy, especially when 
compared to complex social systems like human resource systems (Ulrich & Lake, 1990). As a result, several authors 
(e.g. Pfeffer, 1994; Snell, Mark & Patrick, 1966; Wright & Mc Mahan, 1992) have contended that human resource 
systems may be a better source of core competencies which can lead to sustainable competitive advantage. This 
interpretation is consistent with Arthur (1994), who suggests that core competencies are normally people embodied 
skills. As noted by Wright and Mcmahan (1992), since human performance is normally distributed, human resources 
meet the first two of Barney’s criteria of being valuable and rare. Human resource management systems that 
successfully develop and engage employees to participate in companies activities are likely to enhance the value and 
rareness of company’s human assets (Arthur, 1994). Further, unlike capital investment, or patents, a well developed 
human resource system is an invisible asset (Itami, 1987). Human resource strategies are difficult to imitate because 
of path dependency and casual ambiguity (Barney, 1991; Collins & Montgomery, 1995). Human resource 
managements are path dependent since they consist of policies that have evolved over time. A competitor may 
understand that a particular human resource management strategy is valuable. However, because such systems are 
unlikely to work the same way if they were removed from the context where they are operating, a competitor cannot 
simply buy human resource management systems in the market. 
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Wright and McMahan’s work points to the importance of human resources in the creation of corporate specific 
competitive advantage. An issue then is whether or how firms can capitalize on this potential source of profitability. 
Barney (1991) contends that human resources are frequently underutilized because employees often perform below 
the maximum potentials and that the organizational efforts to elicit, discretionary effort from employees are likely to 
provide returns in excess of any relevant costs. Barney argues that human resource management practices can affect 
such discretionary effort through their influence over employee skills and motivation and through organizational 
structures that provide employees with the ability to control how their roles are performed. 

Human resource valuation influence employee skills through the acquisition and development of a firm’s human 
capital recruiting procedures that provide a large pool of qualified applicants, paired with a relief and valid valuation 
system will have a substantial influence over the quality and type of skills new employees possess. 

2.2 The Need for Human Capital Valuation 

The valuation of human resources is needed in all facets of the economy, be it service or manufacturing economy. 
The need to meet the increasing business opportunities of future, and simultaneously maintain or improve upon the 
current level of performance, has made organizations to look consciously into the manpower as the future leverage 
for success. The valuation of human resources helps in monitoring employees’ performance. A human resource 
valuation report helps immensely in monitoring efficiency of personnel and designing the human resource strategy. 
The company can analyze it if its investment in human capital has paid off. Such a basis of Management Information 
System (MIS) reports on return on personnel cost and return on human capital. It also serves as a feeling of comfort 
for the company’s employees that they are assets and not expenses of the firm.  

Trends in the ration of investment in human assets to total assets may be a useful predictor of future profit 
performance. There is some evidence to indicate a degree of meaningful correlation between profitability of 
organizations and their expenditures on acquisition, training and retention of human resources (Ezewuchi, 2009). 

The investors can also assess the return on human capital, which is in essence the return they are getting from those 
who are managing their wealth/investment. For the foreign institution investors, who are not fully aware of the day to 
day happenings of the company, human resource value reporting serves as a guide to their decisions. There are 
numerous studies (Elias, 1972; Ackland, 1976; Hendricks, 1976) indicating that human resource valuation 
information can affect investors’ decision–making and their perceived value of a firm. All these were designed as 
decision–making experiments comparing balance sheets, including and excluding human assets. These experiments 
have been conducted with students (Elias, 1972; Hendricks, 1976) or bankers and financial analysts (Ackland, 1976). 
Furthermore, Elias (1972) and Hendricks (1976) examined the association between changes in decision and 
background factor. With one or two exceptions, they found no relationship, however. Based on a more recent study 
by Kerstein and Kim (1995), Hansson (1997) suggested that the Kerstein and Kim study shows that capital 
expenditures provide value-relevant and incremental information to investors. Their findings indicate that changes in 
capital expenditures are strongly and positively associated with excess return, i.e. one can earn a higher return by 
investing in firms that increase investments. However, when firms invest in their personnel, such investment is 
poorly signaled to investors because there is little or no information included in financial statement. The absence of 
human resource information could mean that the market would not be able to distinguish personnel investments from 
expenses. Whenever an investment is made (tangible or intangible), the firm is sacrificing cash flow today for a 
larger flow tomorrow. Because the value of a firm is normally based on evaluation of future cash flow, one can 
assume that the forecast would be much improved by knowing the amount invested. For firms with a larger 
proportion of their assets and investments in financially unaccountable human resources, the lack of information 
could lead to an underestimation of future earnings and return, if earnings reflect the firm’s investment. Poor 
information or inferior information content in financial statement could also lead to uncertainty about the value of the 
firm. If one assumes that there is a shift towards intangibles (human resource) in generating future earnings, then 
there is possibly an increasing need for information about these investments (resources). Based on this reasoning, 
Hansson (1997) examined pricing in relation to knowledge-based firms and firms that are less dependent on human 
resources are followed by a rise in abnormal return. The results indicate that investors are not able to distinguish 
personnel investments from expenses, leading to an underestimation of earnings and return. Hansson asserts that 
investors may need accounting on human resources to help improve investment decisions. 

Human resource valuation assures customers quality and consistency. It is a means of guarantee to customers and 
outsiders that the enterprises, through its personnel, are efficient to honor commitments. Depicting the value in the 
Balance Sheet and other reports can achieve a high level of motivation in the personnel and can communicate to 
them that the management perceives them as assets and not merely expenses. 
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A human resource valuation reports help the management to make a conscious move to capture its cost related to 
human resource department by developing a human resource accounting system, which complements the human 
resource valuation exercise. The system can cause clarity in all relevant areas related to the human resource of the 
company. Human resource valuation is also useful in reporting on actions taken and results anchored in relation to 
objectives and goals. Information about the composition of investments in human resource can be analyzed to 
determine standard costs of recruiting, training and developing individual in order to bring them up to their present 
kevel of technical competence. 

2.3 Flamholtz’s Model of Determinants of Individual Value  

According to Flamholtz (1999), the value of an individual is the present worth of the services that he is likely to 
render to the organization in future. As an individual moves from one position to another, at the same level, the 
profile of the services provided by him is likely to change. The present cumulative value of all the possible services 
that may be rendered by him during his/her association with the organization is the value of the individual. 

Typically, this value is uncertain and has two dimensions. The first is the expected conditional value of the individual. 
This is the amount that the organization could potentially realize from the service of an individual during his or her 
service life in the organization. It is composed of three factors: 

i. Productivity or performance (set or services that an individual is expected to provide in his or her present 
position) 

ii. Transferability (set of service that he/she is expected to provide if and when he/she is in different positions at 
the same level) 

iii. Promotability (set of services that are expected when the individual is in higher level positions). 

These three factors depend to a great extent, on individual determinants like activation level of the individual (his 
motivation and energy level) and organizational determinants like opportunity to use the skill or roles and the reward 
system. 

The second dimension of an individual values is the expected realization value, which is a function of the expected 
conditional value, and the probability that the individual will remain in the organization for the duration of his/her 
productive service life. Since individuals are not owned by the organization and are free to leave, ascertaining the 
probability of their turnover becomes important. The interaction between the individual and organizational 
determinants mentioned above, leads to job satisfaction. The higher the level of job satisfaction; the lower is the 
probability of employee turnover. Therefore higher is the expected realizable value. 

2.4 Flamholtz’s Stochastic Rewards Valuation Model 

The movement or progress of people through organizational states or role is called a stochastic process. The 
stochastic rewards model is a direct way of measuring a person’s expected conditional value and expected realization 
value. It is based on the assumption that an individual generates value as he occupies and move along organizational 
roles, and renders service to the organization. It presupposes that a person will move from one state in the 
organization to another during a specified period of time. In this model, exit is also considered to be a state. The use 
of this model necessitates the following information: 

i. The mutually exclusive states that an individual may occupy in the system during his/her career. 

ii. The value of each state, to the organization 

iii. Estimates of a person’s expected tenure in the organization 

iv. The probability that in future, the person will occupy each state for the specified time. 

v. The discount rate to be applied to the future cash flows. 

A person is expected conditional value and expected realization value will be equal if the person is certain to remain 
in the organization, in the predetermined set of states throughout his expected service life. 

The main drawback of this model, however, is the extent of information required to make the necessary estimates of 
the values of the service states, the expected tenure, and the probability that the individual will occupy the state for 
the specified period of time.  

2.5 Non Monetary Methods for Determining Human Value 

The monetary methods for assessing the economic value of human resources also measure human resource but not in 
monetary terms. Rather they rely on various indices or ratings and rankings. These methods may be used as 
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surrogates of monetary methods to refer to a sample inventory of skills and capabilities of people within an 
organization or to the application of some behavioral measurement techniques to assess the benefits gained from the 
human resource of an organization. These methods are discussed below: 

i. The skills or capability inventory: This is a simple listing of the education, knowledge, experience and skills 
of the firms’ resources. 

ii. Performance evaluation measures used in human resource valuation include ratings and rankings. Ratings 
reflect a person’s performance in relation to a set of scales. These are scores assigned to characteristics 
possessed by the individual. These characteristics include skills, judgment, interpersonal skills; intelligence 
etc. ranking is an ordinal form of valuing in which the superior rank their subordinates on one more 
dimensions, mentioned above. 

iii. Assessment of potential determines a person’s capacity for promotion and development. It usually employs a 
trait approach in which the traits essential for a position is identified. The extent to which the person 
possesses these traits is then assessed.  

iv. Attitude measurements are used to assess employees’ attitudes towards their job, pay, working conditions etc; 
in order to determine their job satisfaction and dissatisfaction. 

2.6 Capitalization of Human Resource  

Bertolotti (1995) discusses three main methods to capitalize human resource; 

i. Cost-based valuations which, however, fail to meet the recognition criterion of an asset because human 
resources may fail to contribute any value to the company. 

ii. Economic valuations has two principal components, namely the identification, separation and qualification 
of the cash flows attributable to the human resources and capitalization of these cash flows. The advantage of 
this method is that it is based on cash flows not subject to the vagaries of different accounting treatments and 
focuses the thoughts of the valuer explicitly on (i) the future, as reflected by the financial projections, (ii) the 
risks associated with the asset and its associated cash flow stream, and (iii) the duration of the useful life of 
the human resources. 

iii. By using market based methodologies, the value of the human capital is determined by reference to the price 
obtained for comparable assets in recent merger and acquisition transactions.  

Researchers throughout the short history of human resources accounting have exploited all three approaches 
described above. Many models, developed mainly in the 1960s, were intended to value human resources derived 
from historical costs (Hekimian & Jones, 1967), net present value of expected wage payments (Hermansson, 1964; 
Lev & Schwartz, 1971; Friedman & Lev, 1974), net present value of expected incomes Jaggi & Lau, 1974; 
(Flamholtz, 1985), returns exceeding normal returns in comparable firms (Hermansson, 1964) and most recently, 
liabilities to the employees (Grojer, 1997). Whatever model is used financial ratios will be affected. This has been 
demonstrated by Groje who changed the content of the balance sheets in eleven Swidish firms by inserting figures on 
investments in training and recruitment and wage liabilities. As a consequence, liquidity, solvency and return on 
equity showed a reduction. The magnitude of the decrease was due to personnel intensity, wage structure and 
investments in recruitment and training. 

Luecke and Garceau (2001) presents sizeable evidence on the decreasing usefulness of financial information to 
actors on the stock market. For example, about 90-95 percent of stock price changes for individual companies in the 
United States are unrelated to the firms’ reported earnings. Based on findings from another study, Lev holds that 
what actually triggered stock prices were more timely released, such as product announcements etc. Some empirical 
evidence also exists indicating that managers are credible as forecasters. Forecasts of earnings have significant 
impact on stock prices and, in addition, they are superior to those made by analysts. 

Financial reports present un-timing result of the lag between the occurrence of events and their consequences. In this 
respect, there is no difference between tangible and intangible assets. The majority of firms chose a pre-determined 
straight line or accelerated depreciation of historical cost values because of difficulties in predicting future benefits. 
To illustrate Lev compares real estate with software programs. Another shaky classification is the one on acquired 
assets (to be regarded as assets) and those internally generated to be exposed. Thus, he proposes a capitalization of 
expenditures to which future benefits could be attributed, e.g. Research and Development, product development, 
brand development, customer-based enhancement, restructuring and reorganization. Human capital is excluded 
because of difficulties in associating specific benefits with the costs. The outcome of this proposal would be a better 
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matching of costs and benefits and hence a more meaningful portrayal of the firm’s performance. It will additionally 
improve investors’ possibilities to evaluate the success of the firm’s innovative activities. To make them timely, 
historical-based reports have to be augmented with progressive financial reports that help illuminate expected 
consequences of managerial actions and external events. 

Luecke and Garceau (2001) concludes that proposals to capitalize intangible assets have generally been opposed by 
managers, financial analyst, and accountants for the following reasons: 

i. Intangibles are too uncertain to be considered as assets; 

ii. Amortization of the capitalized values is subjective and could be misused to manipulate financial reports; 

iii. The costs of intangibles bears no relationship to their real value in light of future benefits; and 

iv. Failure of intangible projects presented in the balance sheets as assets may expose managers and auditors to 
frivolous shareholders’ litigation. 

However, based on the following arguments, Lev claims that these concern are overemphasized nothing that: (i) 
Investors already act as if organizations capitalize intangibles (2) while investors largely adjust for the expensing of 
intangibles, they also appear to sustainably discount the value of the intellectual capital; (3) research from recent 
acquisitions is in process. Research and Development and technology reveals a high correlation between prices paid 
for such intangibles and the cumulative cost of Research and Development of the required enterprises; and (iv) since 
1985, most software producers have capitalized a portion of their Research and Development and product 
development costs in a manner similar to the proposed above without an emerged litigation avalanche. According to 
Lev, all of this makes a strong case for treating most intangibles the same as assets and for the systematic and 
universal measurement of intellectual capital. 

3. Methodology 

The research design adopted for the study was a survey design. This was because it sought to explain human capital 
cost and its impact on economic variable such as Gross Domestic Product (GDP). Data were obtained from 
secondary sources such as Central Bank of Nigeria (CBN), textbooks, gazettes, publications and internet. 

3.1 Model Specification  

The economic model used in the study (which is in line with what is mostly found in the literature) is given as: 

Y= β0 + β1Fit + β2Fit + eit                               (1) 

Where,            Y        =  dependent variable 

                  β0       =   constant 

                  β        =  coefficient of the explanatory variable  

                  Fit           =  explanatory variable  

                  eit         =  error term  

By adopting the economic model as in equation (1) above specifically to this study, the model read as thus: 

GDP = f (AC, DC, RC, PC) 

The statistical model becomes: 

GDP = β0 + β1AC + β2DC + β3RC + β4PC + eit                  (2) 

Where; 

GDP            = Gross Domestic Product  

AC             = Acquisition Cost  

DC             = Development Cost 

RC             = Remuneration Cost  

PC             = Protection Cost 

β0              = Unknown constant to be estimated 

β1 & β2          = Unknown coefficients to be estimated 

eit              = Stochastic error term 

β0, β1, β2 β3, β4       0 
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4. Data Analysis 

<Insert Table 1 here> 

Table 1 shows the summary of the regression results of human capital cost (AC, DC, RC and PC) on Gross Domestic 
Product (GDP). From the result, it is found that all the independent variables are statistically significant in the model. 

The explanatory power of the model as informed by the adjusted R-square is 0.923 or 92.3%, and is statistically 
significant given the high value of the F-statistic (i.e. 18.82). The DW value is 2.088, which indicates that there exist 
no autocorrelation. 

The model demonstrates a good fit given that about 92.3% of the variations in the dependent variable (GDP) are 
jointly explained by changes in the observed behaviour of AC, DC, RC and PC. The relatively high adjusted 
R-square value of 0.851 (85.1%), shows that the model fits the data well. About 4.9% variations in GDP can be 
explained by other unknown variables not captured in the present model. The high significant F-statistic value (4,10) 
of 18.82 confirms that the high adjusted R-square did not arise by chance [N/B: F0.01 (4,10) = 3.48]. Therefore, the 
model is robust. 

The test of significance shows that all the variables are significant when compared with the table value of 1.86 at 5% 
level, and then the four variables are statistically significant at 5% level. Specifically, a 1% increase or decrease in, 
DC, RC and PC would lead to an increase or decrease in Gross Domestic Product (GDP) with a margin of 1.07, 0.47, 
0.08 and 0.89 respectively. 

The test for autocorrelation, the calculated DW is 2.137. From the table DW reading, one makes use of the following 
information: K=5 variables, n=15 and at 5% level: du=1.771, 4-du=2.229, dI=1.335 and 4-dI=2.665. By inspection, 
the DW value of 2.088 falls between du and 4du region (i.e. 1.771 and 2.229 in this case); it therefore implies that 
there exists no degree of autocorrelation. 

4.1 Discussion of Findings 

The findings of this study revealed that acquisition cost does affect gross domestic product. This result is in line with 
the findings arrived at by Delaney and Huselid (1996); Koch and McGrath (1996) who found out that investing in 
human capital acquisition is likely to have a positive impact on the extent to which the establishment actually 
succeeds in developing the skills/knowledge of its employees. The study also revealed that development cost is 
highly and significantly related to gross domestic product in Nigeria. This result is highly supported by MacDuffie 
(1995) who found out that positive relationship has been established between employee training and gross domestic 
product. 

This study revealed that remuneration cost does significantly affect gross domestic product in Nigeria. This finding is 
consistent with the findings of Shou-yi (2004) who found out that if a State does not pay its workers as recommended 
by Employee Welfare and International Accounting Standard that State negatively motivates its employees and thus 
they are bound to perform below expectations. The finding of this study also shows that protection cost does affect 
gross domestic product. The finding of MFPRCC, (2006) is also in corroboration with the finding of this study. 
According to MFPRCC, (2006) most establishments failed today because they are unable to spelt out right defending 
cost in their annual report, there scaring most employees from performing their duties diligently as they feel not 
protected.  

5. Conclusion and Recommendations 

Just as the field of human resource accounting has grown globally, significant interest in HRA has expanded and 
crossed over in to fields others than accounting including economics, organizational management and organizational 
culture and inspired related research. This study has explored how human resource accounting measures incorporated 
corporate performance measurement system can help an organization define and orchestrate its strategy for success. 
The human resources cost approach to corporate performance measurement which has gained substantial attention 
and use in recent years provides further opportunities for utilization of human resource accounting measures. A 
growing number of studies have attempted to show the link between human resources and performance. We believe 
that though the case is not watertight, due to a number of methodological reasons, the weight of evidence is 
beginning to look compelling. 

Having considered the findings from the data analyzed and conclusion of the study, the study therefore recommended 
that: 

There is urgent need for the installation and maintenance of total quality management in Nigeria to enable it remains 
competitive in the global market. This is because employee’s education, training and development are the key vehicle 
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for building the economy and employee’s capabilities. Finally, government should try to understand and appreciate 
the value of human capital as it is the most important determinant of it success.  
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Table 1. Regression results of human capital cost and gross domestic product 

Variable Coefficient Std. Error t-Statistic Prob.  

C 30137362.5 28425.26 2.060232 0.0002 

AC 1.073883 8.654321 9.008101 0.0000 

DC 0.472388 5.225201 4.812828 0.0006 

RC 0.078459 0.432176 1.934987 0.0004 

PC 0.890655 9.654329 7.342178 0.0000 

R-squared 0.959105     Mean dependent var 111015.4 

Adjusted R-squared 0.861353     S.D. dependent var 91204.24 

S.E. of regression 67555.65     Akaike info criterion 25.21677 

Sum squared resid 7.76E+10     Schwarz criterion 25.36613 

Log likelihood -249.1677     F-statistic 18.81531 

Durbin-Watson stat 2.137312     Prob(F-statistic) 0.000000 

Method: Least Squares 

Sample(adjusted): 1997 – 2011 

Included observations: 15 after adjusting endpoints 

Source: Researcher’s estimation, 2012 

 


