


Profitability Through People: The Link Between Labour Costs and Net Profit in Listed Nigerian Pharmacies

Abstract 
Many pharmaceutical firms in Nigeria struggle to manage labour costs in a way that supports profitability. Studies indicate that in some cases, labour expenditures can consume a large portion of company resources without delivering proportional financial returns (Onyebuchi, 2025; Oyedare & Jonathan, 2025). High wages, extensive benefits, and inadequate workforce planning can increase operating expenses and reduce net profits, particularly when human capital efficiency is low. Thus, this study examined the nexus between labour costs and net profit in listed pharmaceutical firms in Nigeria. An ex-post facto research design was adopted, focusing on a population of seven listed pharmaceutical firms in Nigeria, with a final sample of four firms selected based on the availability of complete financial data from 2015 to 2024. Secondary data were collected from the firms’ audited annual reports, and the hypotheses were tested using a random effects regression model following the Hausman specification test. The findings revealed that labour costs have a significant positive effect on net profit, indicating that proper management of employee-related expenses can enhance financial performance. The study concluded that strategic investment in human capital is essential for sustaining profitability in Nigerian listed pharmaceutical firms. Hence, the Boards of these pharmaceutical firms should strategically allocate resources toward employee compensation, training, and welfare programs. By investing in the skills, motivation, and well-being of staff, firms can enhance productivity, improve operational efficiency, and support research and development efforts, which in turn strengthens net profitability.
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1.0 Introduction
The pharmaceutical industry in Nigeria has grown significantly over the past few decades, reflecting the increasing demand for quality healthcare products and services. This growth has been fueled by rising population levels, increased prevalence of chronic diseases, and government initiatives aimed at improving healthcare delivery across the country. Within this context, listed pharmaceutical firms in Nigeria play a critical role in ensuring the availability of essential medicines, supporting public health, and contributing to the economic development of the nation. These firms operate in a highly competitive and regulated environment, where maintaining financial performance is crucial for sustainability. While technological advancement, research and development, and regulatory compliance have been recognized as major drivers of success in the pharmaceutical sector, the role of human capital has increasingly become a point of interest (Oyedare & Jonathan, 2025).
Employees in pharmaceutical firms are responsible not only for production and research activities but also for ensuring compliance with stringent quality and safety standards. Their knowledge, skills, and commitment directly affect operational efficiency, product innovation, and ultimately the profitability of the firm (Mohammad, 2025). As such, understanding the factors that influence profitability within these organizations has become a significant area of study. In particular, labour costs, which represent one of the largest expense categories for these firms, have a direct impact on their profit level. Exploring the relationship between labour costs and net profit in listed Nigerian pharmaceutical companies allows for a deeper understanding of how investment in human resources can be aligned with organizational profitability (Eneh et al., 2025).
Profitability remains a central concern for organizations across all sectors, and the pharmaceutical industry is no exception. It serves as a primary measure of financial performance and provides stakeholders with hint on the firm’s capacity to generate returns on investment, reinvest in research and development, and expand operations. Achieving and maintaining profitability is essential for listed pharmaceutical firms in Nigeria because it ensures their ability to remain competitive in a dynamic market, attract investors, and meet regulatory obligations. In parallel, labour costs constitute a significant portion of a firm’s total expenditures, encompassing wages, salaries, benefits, training, and other employee-related expenses. In today’s business environment, where skilled personnel are increasingly required to manage complex processes, ensure compliance, and drive innovation, labour costs are not merely an expense but an investment in human capital (Onyebuchi, 2025). Properly managed, they can enhance productivity, foster employee satisfaction, and contribute to higher financial returns. On the other hand, excessive or poorly structured labour costs can erode profitability and strain financial resources, especially for firms facing competition from multinational companies or fluctuating market demands (Moses & Ayuba, 2025). The relevance of labour costs in contemporary business operations cannot be overstated, as they directly influence strategic decisions on staffing, compensation, and workforce development.
Examining how labour costs interact with profitability in listed Nigerian pharmaceutical firms provides hints on whether investment in personnel translates into positive financial outcomes or whether it becomes a burden on firm performance: a question of critical importance for managers, investors, and policymakers alike (Uagbale-Ekatah et al., 2025). Despite the recognized importance of profitability and labour costs, there remains a gap in understanding the precise nature of their relationship in the Nigerian pharmaceutical sector. Existing studies in other industries have highlighted both positive and negative impacts of labour expenditure on financial performance, with some suggesting that well-managed human resource investment enhances productivity and profit, while others indicate that high labour costs may reduce net profit due to excessive remuneration or inefficient workforce utilization (Spiff, 2025).
The pharmaceutical sector presents a unique context because it combines high labour specialization, regulatory compliance, and capital-intensive production, which makes the management of human resources particularly challenging (Leker & Utikal, 2017). The efficiency of labour, skill levels, and staff retention strategies can influence research output, production quality, and operational efficiency, all of which ultimately affect profitability. For instance, while some studies show that human capital efficiency positively impacts profitability through higher returns on assets (Eneh et al., 2025), others emphasize that high labour costs can undermine financial outcomes if not properly managed (Mohammad, 2025). Moreover, the interplay between human capital investment and profitability may vary depending on the firm’s scale of operations, organizational structure, and market dynamics, as highlighted by research into different sectors in Nigeria, such as the manufacturing and financial industries (Adejola et al., 2022; Nworie & Nwoye, 2023).
Pharmaceutical firms in Nigeria are expected to generate sustainable profits while ensuring the efficient use of all resources, including human capital (Ezeorgu & Otikor, 2025). In these organizations, employees play a crucial role in research, production, quality control, and compliance with regulatory standards. When labour is effectively managed, firms can maintain operational efficiency, improve product quality, and support innovation, all of which contribute to higher net profits. Proper investment in staff, including fair compensation, training, and retention strategies, allows companies to balance costs with performance, creating a workforce that supports long-term growth and financial stability (Mohammad, 2025). In this context, labour costs should contribute positively to the financial performance of listed Nigerian pharmaceutical companies, enabling them to meet stakeholder expectations and maintain competitiveness in the market.
In practice, however, many pharmaceutical firms in Nigeria struggle to manage labour costs in a way that supports profitability. Prior studies indicate that in some cases, labour expenditures can consume a large portion of company resources without delivering proportional financial returns (Onyebuchi, 2025; Oyedare & Jonathan, 2025). High wages, extensive benefits, and inadequate workforce planning can increase operating expenses and reduce net profits, particularly when human capital efficiency is low. Evidence from research in related sectors shows mixed outcomes, with some firms reporting that labour costs hinder financial performance while others experience positive effects when labour investment is strategically managed (Mohammad, 2025; Eneh et al., 2025). This variability suggests that firms may not always align employee-related expenditures with operational needs, and that labour costs may sometimes impose a financial burden rather than support productivity and profitability.
When labour costs are not properly aligned with performance, firms may experience reduced profitability, limiting their ability to reinvest in research and development, expand operations, and satisfy shareholders. Persistent financial inefficiencies can undermine competitiveness, hinder growth, and create pressure to cut costs in ways that may affect employee morale and product quality. Moreover, poor management of labour expenses can distort financial reporting and decision-making, making it difficult for stakeholders to assess the true financial health of a company. Despite the growing body of research on labour costs and profitability in various sectors, there is a notable gap in the literature regarding the specific dynamics between labour costs and net profit in listed pharmaceutical firms in Nigeria. While studies by Oyedare and Jonathan (2025), Mohammad (2025), and Onyebuchi (2025) have examined the broader pharmaceutical and service sectors, their findings predominantly focus on operating profits or human resource investments, without specifically addressing net profit within the context of Nigerian pharmaceutical firms. Other studies, such as Eneh et al. (2025), Spiff (2025), and Moses and Ayuba (2025), have explored the relationship between labour costs and financial performance in different industries, including banking, manufacturing, and insurance, but their results do not directly apply to the pharmaceutical industry, which faces unique challenges such as regulatory compliance and high capital-intensive production processes. Furthermore, while research by Uagbale-Ekatah et al. (2025) and Amahalu et al. (2023) explores labour costs in other sectors, their findings on HR disclosures and industrial goods do not specifically address how labour costs impact net profitability in pharmaceutical firms. As such, a comprehensive study focusing on the link between labour costs and net profit in the pharmaceutical sector, particularly among listed Nigerian firms, remains underexplored, leaving a critical gap that this study seeks to fill. Hence, the main objective of this study is to examine the relationship between labour costs and net profit in listed pharmaceutical firms in Nigeria
2.0 Literature Review
2.1 Synthesis of Existing Empirical Studies
The relationship between labour costs and profitability in Nigerian firms has attracted considerable empirical attention, particularly within sectors like pharmaceuticals, where human capital is a critical driver of success. Several studies highlight the varying impacts of labour costs on firm profitability, often producing contradictory findings. Oyedare and Jonathan (2025) conducted a study on pharmaceutical firms in Southwest Nigeria and found that labour costs negatively affect operating profits. Their research, which used secondary data from 21 pharmaceutical firms and employed multiple regression analysis, concluded that rising labour costs directly diminished profitability. This finding aligns with Mohammad (2025), whose study on service-oriented firms listed on the Nigerian Stock Exchange also revealed that higher human resource investment, particularly in wages and salaries, can result in reduced profitability. The high compensation expenses seem to erode profits, contrary to the belief that such investments should enhance firm performance. These findings suggest that while labour costs are essential for operational functions, excessive or poorly managed labour expenses can undermine profitability in the Nigerian context.
On the other hand, some studies argue that properly managed labour costs, especially when tied to increased human capital efficiency, can enhance profitability. Eneh et al. (2025) found that human capital efficiency and employee compensation positively impact the return on assets (ROA) of listed manufacturing firms in Nigeria. Their research suggests that higher employee pay can lead to improved productivity and staff retention, which, in turn, enhances profitability. This result contrasts with the findings of Oyedare and Jonathan (2025) and Mohammad (2025), demonstrating that not all labour-related expenditures are detrimental to a firm's financial performance. Rather, investments in human capital that improve worker efficiency and engagement can have positive outcomes for firm profitability. Similarly, Spiff (2025) noted that in the insurance sector, human capital expenditures such as welfare and training costs significantly affected financial performance, indicating that strategic investments in human resources can lead to greater financial returns. These studies highlight the potential of labour costs as a tool for driving growth if managed effectively.
Despite these contrasting findings, there is a general consensus that human capital costs must be viewed as organizational assets rather than mere expenses. Onyebuchi (2025) emphasizes this view in his study of Nigerian pharmaceutical firms, where he found a significant relationship between earned staff costs and net profit. His research suggests that incorporating human capital costs into financial reporting and viewing them as investments rather than liabilities can lead to better financial outcomes. Similarly, Ikwuo et al. (2025) demonstrated that staff rewards and structured incentive systems significantly enhance employee output, which contributes to overall organizational performance. By fostering a productive and motivated workforce, companies can not only improve their internal operations but also boost their external financial performance, illustrating the value of investing in human resources in ways that align with organizational goals.
However, there are also challenges in managing labour costs effectively within the Nigerian context. High labour costs, particularly in industries with low profit margins, can put considerable strain on a firm's resources. For example, Uagbale-Ekatah et al. (2025) found that while Human Resource Accounting Disclosure (HRAD) did not significantly relate to performance metrics in listed healthcare firms, the influence of leverage was evident. This suggests that indebted firms might use HRAD to signal transparency, indicating the complex interplay between labour costs, firm performance, and financial leverage. Similarly, Eyinemi (2025) found a weak relationship between training and development expenditure and return on capital employed in Nigerian consumer goods firms, suggesting that the high costs of such investments may not always yield substantial returns. Moreover, studies like those of Moses and Ayuba (2025) and Nworie and Nwoye (2023) show that the effect of labour costs on profitability is not uniform across sectors. While total personnel costs positively influenced financial performance in Nigerian banks (Moses & Ayuba, 2025), the same effect was not necessarily observed in consumer goods or pharmaceutical firms (Nworie & Nwoye, 2023). These mixed results suggest that the effectiveness of labour cost investments may depend heavily on industry-specific factors, the strategic management of human resources, and the broader economic environment.
In conclusion, while empirical studies demonstrate that labour costs can have both positive and negative effects on profitability, the key seems to lie in how these costs are managed. Evidence from studies by Oyedare and Jonathan (2025), Mohammad (2025), and Nworie and Nwoye (2023) suggests that excessive labour costs can negatively affect profitability, especially when misaligned with organizational goals. On the other hand, research by Eneh et al. (2025), Spiff (2025), and Onyebuchi (2025) indicates that human capital investments, when managed strategically, can drive profitability by enhancing productivity, improving employee retention, and fostering innovation. Therefore, the impact of labour costs on net profit is contingent upon a variety of factors, including effective human resource management, industry context, and the economic conditions that influence business operations.
2.2 Theoretical Framework and Development of Research Hypothesis
The Human Capital Theory was first developed by economists Theodore Schultz in 1961 and later expanded by Gary Becker in 1964 (Sweetland, 1996). Schultz introduced the concept while examining how investment in education and training could improve worker productivity and contribute to economic growth. Becker formalized the idea and extended it to include all forms of human investment, such as on-the-job training, health, and skills development, emphasizing that employees are valuable assets whose knowledge and abilities can generate measurable returns for organizations. This theory emerged as a response to traditional economic models that treated labour as a mere cost, highlighting instead the potential of human resources to enhance organizational performance and national development.
The main postulations of Human Capital Theory are that employees possess skills, knowledge, and experience that have economic value and that organizations can invest in their human resources to increase productivity and profitability (Wuttaphan, 2017). The theory asserts that expenditures on employee training, education, health, and compensation are not merely costs but strategic investments capable of producing returns over time. It also posits that the efficiency and effectiveness of human capital directly influence organizational outcomes, meaning that firms that cultivate and retain skilled employees are more likely to achieve higher financial performance. Furthermore, the theory suggests a positive relationship between the quality of human resources and organizational success, emphasizing that the development and management of personnel are essential for competitive advantage.
The relevance of Human Capital Theory to the topic, “Profitability Through People: The Link Between Labour Costs and Net Profit in Listed Nigerian Pharmacies,” lies in its ability to explain how labour costs affect firm profitability. Labour expenditures in pharmaceutical firms, including wages, benefits, training, and staff development, can be viewed as investments in human capital that enhance employee skills, efficiency, and productivity. According to the theory, when these investments are managed effectively, they can increase operational efficiency, improve research and production outcomes, and ultimately boost net profit (Wuttaphan, 2017). Conversely, if labour costs are excessive or poorly structured, the returns on these human capital investments may be diminished, leading to lower profitability. By applying Human Capital Theory, this study provides a framework for understanding the financial impact of human resource management in Nigerian listed pharmaceutical firms and emphasizes the importance of aligning labour costs with strategies that support both employee performance and organizational financial success. The hypothesis derived from the above is:
H₁: Labour costs have a significant positive influence on net profit in listed pharmaceutical firms in Nigeria.
3.0 Methodology
This study examined the relationship between labour costs and net profit in listed pharmaceutical firms in Nigeria. An ex-post facto research design was adopted to achieve this objective. The ex-post facto design was considered appropriate because it allowed the study to analyze historical financial data without manipulating variables (Anaike et al., 2026; Ukoh & Nworie, 2025). This approach enabled the investigation of patterns and relationships between labour costs and net profit over a defined period. The study focused on uncovering correlations and trends using existing data from firms’ annual reports spanning the period 2015 to 2024.
The population of the study comprised all seven pharmaceutical companies listed on the Nigerian Exchange Group, which included Fidson Healthcare Plc, May & Baker Nigeria Plc, Neimeth International Pharmaceuticals Plc, Pharma-Deko Plc, Morison Industries Plc, Mecure Industries Plc, and Ekocorp Plc. However, the sample was limited by the availability of financial data. At the time the study was drafted, Ekocorp Plc and Pharma-Deko Plc had not submitted their annual reports for 2023 and 2024, while Mecure Industries Plc had only been listed in 2023. Consequently, these three firms were excluded, leaving a final sample of four firms: Fidson Healthcare Plc, May & Baker Nigeria Plc, Neimeth International Pharmaceuticals Plc, and Morison Industries Plc. This selection ensured the availability of complete financial data over the ten-year period, which was critical for conducting accurate panel data analysis.
Secondary data were collected from the annual reports of the selected firms for the period 2015 to 2024. The data included total labour costs, encompassing wages, salaries, benefits, and other employee-related expenditures, as well as net profit figures reported in the audited financial statements. The use of secondary data from reliable sources provided accurate and verifiable information, which strengthened the validity of the study’s findings. The data were compiled and organized in a panel format, with cross-sectional observations for each firm across the ten-year period, allowing for both time-series and cross-sectional analysis.
Data analysis was conducted in multiple stages. First, descriptive statistics were used to summarize labour costs and net profit for each firm over the study period, highlighting trends, averages, and variations. Following this, the Hausman specification test was applied to determine the appropriate panel data model. The test compared the fixed effects and random effects models, and the results indicated that the random effects model was suitable for this study, at 5% significance level. Consequently, the random effects regression model was applied to examine the relationship between labour costs and net profit. The model can be expressed as follows:
NPit ​= β0​ + β1​LCit ​+ ui ​+ ϵit​ ______________________________eqi
where NPit​ represents net profit for firm i at time t 
LCit​ represents labour costs for firm i at time t, 
β0​ is the intercept, 
β1​ is the coefficient of labour costs, 
ui​ captures the unobserved firm-specific effects, 
ϵit​ is the idiosyncratic error term. 
This model allowed the study to estimate the impact of labour costs on net profit while accounting for differences between firms that were constant over time and unobserved heterogeneity. The random effects regression analysis was performed using econometric software to estimate coefficients, test significance levels, and evaluate the overall fit of the model.
4.0 Data Analysis
4.1 Descriptive Analysis and Model Diagnostics
This study examined the nexus between labour costs and net profit in listed pharmaceutical firms in Nigeria. An ex-post facto research design was adopted. The secondary data which were collected for the purpose of the study are equally presented in Appendix A of this article.
Table 1 Descriptive Statistics
	
	Net Profit
(₦’000)
	Labour Cost
(₦’000)

	 Mean
	 576172.0
	 924147.7

	 Median
	 198255.5
	 609904.0

	 Maximum
	 5779384.
	 5385670.

	 Minimum
	-2865336.
	 42158.00

	 Std. Dev.
	 1477827.
	 1167026.

	 Skewness
	 1.590246
	 2.451147

	 Kurtosis
	 6.818816
	 8.763980

	 Jarque-Bera
	 41.16480
	 95.42657

	 Probability
	 0.000000
	 0.000000

	 Sum
	 23046882
	 36965907

	 Sum Sq. Dev.
	 8.52E+13
	 5.31E+13

	 Observations
	 40
	 40


Source: Eviews 10 Output (2026)
The descriptive statistics for net profit, as presented in Table 1, show that the average net profit across the sampled pharmaceutical firms over the 2015–2024 period was ₦576,172,000. This indicates that, on average, the firms generated a positive net profit, although there is substantial variation in performance. The maximum net profit recorded was ₦5,779,384,000, while the minimum was a loss of ₦2,865,336,000, suggesting that some firms experienced significant negative earnings during the period. The standard deviation of ₦1,477,827,000 reflects a high level of dispersion around the mean, which indicates that net profit varied considerably between firms and across years. The skewness of 1.590 suggests that the distribution of net profit is positively skewed, meaning there were occasional very high profits pulling the mean above the median. The kurtosis of 6.819 indicates a leptokurtic distribution, where extreme values occur more frequently than in a normal distribution. The Jarque-Bera probability of 0.000000 confirms that net profit does not follow a normal distribution. Despite this, the central limit theorem implies that with 40 observations, the sampling distribution of the mean can be treated as approximately normal for inferential purposes.
For labour cost, Table 1 shows that the mean expenditure on labour across the sampled firms was ₦924,148,000, which is substantially higher than the average net profit. The maximum labour cost recorded was ₦5,385,670,000, while the minimum was ₦42,158,000, showing a wide range in labour spending across firms and years. The standard deviation of ₦1,167,026,000 indicates significant variability, suggesting that some firms allocated far more resources to labour than others. The skewness of 2.451 indicates a highly positive skew, reflecting that extreme high labour costs were present in some firms and significantly influenced the distribution. The kurtosis of 8.764 confirms that the labour cost distribution is leptokurtic, with a higher probability of extreme values compared to a normal distribution. The Jarque-Bera probability of 0.000000 again indicates a rejection of normality. Nevertheless, given the sample size of 40, the central limit theorem allows the study to rely on the mean for statistical inference, and the results highlight that labour costs are generally large, highly variable, and occasionally extreme, which may have important implications for profitability.
Table 2 Hausman Test
	Correlated Random Effects - Hausman Test
	

	Equation: Untitled
	
	

	Test cross-section and period random effects
	

	
	
	
	
	

	
	
	
	
	

	Test Summary
	Chi-Sq. Statistic
	Chi-Sq. d.f.
	Prob. 

	
	
	
	
	

	
	
	
	
	

	Cross-section random
	0.153802
	1
	0.6949

	Period random
	2.293571
	1
	0.1299

	Cross-section and period random
	1.195707
	1
	0.2742

	
	
	
	
	

	
	
	
	
	


Source: Eviews 10 Output (2026)
The results of the Hausman test in Table 2 indicate that the random effects model is appropriate for this study. The test compares the fixed effects and random effects estimators to determine if the unique errors are correlated with the regressors. For the cross-section random effect, the Chi-square statistic is 0.153802 with a probability value of 0.6949, which is greater than 0.05, suggesting no significant correlation. Similarly, the period random effect has a Chi-square statistic of 2.293571 and a probability of 0.1299, and the combined cross-section and period test shows a Chi-square of 1.195707 with a probability of 0.2742. All probability values exceed the 5% significance level, indicating that the random effects model is consistent and efficient, and it can be used to estimate the impact of labour costs on net profit across the sampled pharmaceutical firms.
4.2 Test of Hypothesis
H₁: Labour costs have a significant positive influence on net profit in listed pharmaceutical firms in Nigeria.
Table.3 Test of Hypothesis
	Dependent Variable: NET_PROFIT
	

	Method: Panel EGLS (Cross-section random effects)

	Date: 02/03/26   Time: 12:38
	
	

	Sample: 2015 2024
	
	

	Periods included: 10
	
	

	Cross-sections included: 4
	
	

	Total panel (balanced) observations: 40
	

	Swamy and Arora estimator of component variances

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	
	
	
	
	

	
	
	
	
	

	LABOUR_COST
	1.058499
	0.114682
	9.229863
	0.0000

	C
	-402037.8
	257456.4
	-1.561576
	0.1267

	
	
	
	
	

	
	
	
	
	

	
	Effects Specification
	
	

	
	
	
	S.D.  
	Rho  

	
	
	
	
	

	
	
	
	
	

	Cross-section random
	418217.3
	0.2786

	Idiosyncratic random
	673050.4
	0.7214

	
	
	
	
	

	
	
	
	
	

	
	Weighted Statistics
	
	

	
	
	
	
	

	
	
	
	
	

	R-squared
	0.696056
	    Mean dependent var
	261327.9

	Adjusted R-squared
	0.688058
	    S.D. dependent var
	1192308.

	S.E. of regression
	665925.5
	    Sum squared resid
	1.69E+13

	F-statistic
	87.02307
	    Durbin-Watson stat
	1.481318

	Prob(F-statistic)
	0.000000
	
	
	

	
	
	
	
	

	
	
	
	
	


Source: Eviews 10 Output (2026)
Table 3 presents the results of the random effects panel regression used to test the influence of labour costs on net profit in listed pharmaceutical firms in Nigeria. The R-squared value of 0.6961 indicates that approximately 69.6% of the variation in net profit is explained by labour costs, which demonstrates that the model fits the data reasonably well. The F-statistic is highly significant (Prob(F-statistic) = 0.0000), showing that the explanatory variable, labour cost, collectively provides a statistically significant prediction of net profit. The Durbin-Watson statistic is 1.481, which is below the benchmark of 2 (Hamza, 2025), suggesting some positive autocorrelation may exist, but it is within an acceptable range for panel data with limited observations. Overall, these statistics confirm that the model is valid and suitable for interpreting the relationship between labour costs and net profit.
The constant (C) in Table 3 is -402,037.8, with a probability value of 0.1267. This indicates that when labour costs are zero, net profit would theoretically be negative by approximately ₦402 million, although this effect is not statistically significant at the 5% level (p > 0.05). While the intercept itself is not of primary interest in practical terms, it provides a baseline reference for understanding the influence of labour costs on net profit, suggesting that net profit depends heavily on labour cost levels in these firms rather than arising independently.
The coefficient for labour costs is 1.058499, with a p-value of 0.0000, indicating a positive and statistically significant effect at the 5% level. This means that for every ₦1,000,000 increase in labour cost, net profit is expected to increase by approximately ₦1,058,499, holding other factors constant. The marginal influence shows that labour costs contribute slightly more than a one-to-one increase in net profit, suggesting that investing in employee compensation, training, and benefits has a direct and strong impact on the financial performance of listed Nigerian pharmaceutical firms. The significance level confirms that this positive relationship is unlikely to have occurred by chance, providing empirical support for the hypothesis that labour costs can enhance net profitability in this sector.
Based on the coefficient and significance of labour costs, the null hypothesis that labour costs have no effect on net profit is rejected. The alternative hypothesis (H₁), which states that labour costs have a significant positive influence on net profit in listed pharmaceutical firms in Nigeria, is accepted. The findings indicate that firms that strategically invest in labour through salaries, wages, and employee-related expenses are likely to experience higher net profits. This aligns with the human capital theory, which posits that expenditures on employees enhance skills, productivity, and organizational performance, leading to greater financial returns.
4.3 Discussion of Finding
The finding that labour costs have a positive and significant influence on net profit in listed pharmaceutical firms (β = 1.058499, p = 0.0000) suggests that investment in human capital can enhance financial performance by improving productivity, employee efficiency, and operational outcomes. This result aligns with studies by Eneh et al. (2025), who observed that higher employee compensation and efficient human capital significantly increased return on assets in manufacturing firms, highlighting how well-managed labour investments translate into stronger financial results. Similarly, Onyebuchi (2025) found a significant positive relationship between earned staff cost and net profit in Nigerian pharmaceutical companies, indicating that treating labour expenses as strategic assets supports firm profitability. Moses and Ayuba (2025) also reported that personnel costs positively influenced the financial performance of listed deposit money banks, demonstrating that firms that invest in skilled and motivated employees tend to achieve higher returns. Spiff (2025) provides additional support, showing that welfare and training costs positively affected earnings per share and dividend yield in listed insurance companies, reinforcing the notion that targeted human capital expenditures contribute to value creation and improved financial outcomes. In contrast, studies such as Eyinemi (2025) and Uagbale-Ekatah et al. (2025) reported weak or non-significant effects of human capital expenditures on performance, particularly in consumer goods and healthcare firms, suggesting that not all labour investments automatically translate into higher profitability. Differences in results can be attributed to factors such as the efficiency of workforce utilization, firm size, sector-specific dynamics, and the extent to which human capital initiatives are integrated into organizational strategy. 
5.0 Conclusion and Recommendation
The positive and significant relationship between labour costs and net profit in listed pharmaceutical firms in Nigeria indicates that investment in human capital plays a crucial role in enhancing financial performance. This suggests that employee-related expenditures, including salaries, wages, and benefits, are not merely operational costs but function as strategic inputs that can drive organizational growth. Firms that allocate resources effectively to their workforce are likely to experience improved productivity, higher efficiency in operations, and better adherence to quality and regulatory standards, all of which contribute to stronger financial outcomes. The finding also highlights the capacity of human capital to create value, as skilled and motivated employees can influence innovation, research and development, and the successful delivery of healthcare products, reinforcing the firm’s competitive position. Furthermore, the strong positive association reflects the broader economic and strategic significance of labour management in capital-intensive industries such as pharmaceuticals, where operational success depends heavily on specialized knowledge and technical expertise. In the context of financial reporting and investor relations, this connection emphasizes the importance of recognizing labour costs as integral to profitability, providing hint on the ways firms can maintain sustainable growth. Additionally, the result suggests that labour expenditures can help buffer firms against market volatility, as a capable workforce enhances responsiveness to changing demand, regulatory requirements, and competitive pressures. In all, the finding emphasizes the intertwined nature of human capital and financial performance, showing that labour investments contribute meaningfully to the creation of value within pharmaceutical firms, supporting long-term stability and growth while reinforcing the importance of managing workforce resources efficiently.
Based on the finding that labour costs have a positive and significant influence on net profit in listed pharmaceutical firms in Nigeria, it is recommended that management teams of these pharmaceutical firms should strategically allocate resources toward employee compensation, training, and welfare programs. By investing in the skills, motivation, and well-being of staff, firms can enhance productivity, improve operational efficiency, and support research and development efforts, which in turn strengthens net profitability. This approach ensures that human capital expenditure is not merely a cost but a strategic investment that contributes directly to the firm’s financial growth and long-term sustainability.
5.1 Contribution to Knowledge
This study contributes to the literature by specifically examining the relationship between labour costs and net profit in listed pharmaceutical firms in Nigeria, addressing the gaps left by previous research. Unlike prior studies that focused on operating profit, human resource investment, or other industries such as banking, manufacturing, and insurance, this study investigates how labour expenditures (including wages, benefits, and employee-related costs) directly influence net profitability in the pharmaceutical sector. By using a ten-year panel of listed Nigerian pharmaceutical firms and applying rigorous econometric techniques, including the Hausman specification and random effects model, the study provides a more precise understanding of the financial impact of labour costs within this context. The findings offer empirical evidence on the role of human capital as a driver of financial performance in a highly regulated and capital-intensive industry, thereby filling a critical gap in the literature and providing guidance for managers and policymakers on optimizing labour investments to enhance net profit.
5.2 Limitations of the Study and Suggestion for Further Studies
This study was limited by the availability of complete financial data for all listed pharmaceutical firms in Nigeria. Only four out of seven firms could be included because some companies had not submitted their 2023 and 2024 annual reports, and others were newly listed. The reliance on secondary data from annual reports also restricted the study to reported figures, which may not capture all aspects of labour costs or internal firm practices. Additionally, the focus on listed firms means the findings may not fully apply to smaller or unlisted pharmaceutical companies, limiting the generalization of the results across the entire industry.
Future studies could expand the research by including more pharmaceutical firms, especially unlisted and smaller companies, to provide a broader understanding of labour costs and profitability in the industry. Researchers could also explore other measures of performance, such as return on assets or market value, alongside net profit. Incorporating qualitative data, such as interviews with management and staff, may help explain how labour costs are managed and how they affect productivity. Longitudinal studies over longer periods could track changes in labour cost management strategies and their impact on profitability in different economic conditions.
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Appendix A Data Presentation
	[bookmark: RANGE!A1:N41]Firms
	Year
	Labour Cost
(₦’000)
	Net Profit
(₦’000)

	Fidson Healthcare
	2015
	611401
	744378

	Fidson Healthcare
	2016
	541523
	316762

	Fidson Healthcare
	2017
	604201
	1060789

	Fidson Healthcare
	2018
	745511
	-97447

	Fidson Healthcare
	2019
	1027389
	407188

	Fidson Healthcare
	2020
	1949616
	1205039

	Fidson Healthcare
	2021
	2561690
	3719913

	Fidson Healthcare
	2022
	3507135
	4187158

	Fidson Healthcare
	2023
	4497767
	3607593

	Fidson Healthcare
	2024
	5385670
	5779384

	May & Baker Nig
	2015
	603141
	54532

	May & Baker Nig
	2016
	608407
	-48712

	May & Baker Nig
	2017
	968781
	357181

	May & Baker Nig
	2018
	893918
	617073

	May & Baker Nig
	2019
	709888
	710233

	May & Baker Nig
	2020
	745304
	903977

	May & Baker Nig
	2021
	974717
	910840

	May & Baker Nig
	2022
	1007052
	1481955

	May & Baker Nig
	2023
	1186424
	868863

	May & Baker Nig
	2024
	1492406
	1361255

	Morison Industries
	2015
	52779
	-108500

	Morison Industries
	2016
	46096
	-78585

	Morison Industries
	2017
	57064
	-181178

	Morison Industries
	2018
	58077
	-190082

	Morison Industries
	2019
	42158
	-104720

	Morison Industries
	2020
	55207
	-107315

	Morison Industries
	2021
	71656
	-93931

	Morison Industries
	2022
	86643
	-107481

	Morison Industries
	2023
	80622
	-98724

	Morison Industries
	2024
	91595
	-78747

	Neimeth Int Pharm
	2015
	384849
	-335684

	Neimeth Int Pharm
	2016
	355402
	65093

	Neimeth Int Pharm
	2017
	461672
	-411484

	Neimeth Int Pharm
	2018
	447762
	184035

	Neimeth Int Pharm
	2019
	419448
	220147

	Neimeth Int Pharm
	2020
	566802
	212476

	Neimeth Int Pharm
	2021
	662946
	270576

	Neimeth Int Pharm
	2022
	884218
	-406299

	Neimeth Int Pharm
	2023
	789124
	-2865336

	Neimeth Int Pharm
	2024
	729846
	-885333


Source: Firms’ Annual Reports, 2015-2024





