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Abstract: Human capital holds significant importance for banks, as it includes specific knowledge and skills. It
serves as a crucial determinant of financial performance. However, human capital is susceptible to various
factors that can exert negative effects. The COVID-19 stands as one such factor, necessitating bank
restructuring and potentially resulting in a depreciation of human capital value and subsequent performance
decline. The objective of the research is to investigate the influence of the COVID-19 pandemic on the human
capital of banks in the Republic of Serbia and evaluate its implications on financial performance. The research
spanned across all banks operating in the Republic of Serbia throughout the period of 2019 to 2021. The
Wilcoxon Signed Rank test was employed to assess the difference in human capital value over the observed
period. Furthermore, the regression analysis was implemented to investigate the impact of human capital on
ROA, ROE, and NPM. Results showed that COVID-19 pandemic has led to a decrease in the value of human
capital in banks in the Republic of Serbia. The financial performance of banks is positively influenced by human
capital in the short term. However, over the long term, the value of human capital depreciates, resulting in a
diminishing impact on financial performance.
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Caxertak: Jbyacku kanutan uma Beoma BENWKM 3Havaj y 6aHkapcTsy, byayhu aa ykrbydyje cneumduyHa 3Hamwa
1 BEWTWHE 3anoCneHnX, koje Mory AenoBaTy Ha OCTBapuBarbe (puHaHcujckux nepdopmarcy. Mehytum,
TbYACKW KanuTan je noanoXaH pasnuuuTuM cdakTopuMa Koju Mory umatu HeratueHe edpekte. COVID-19 je
jenaH of TakBWx hakTopa, Koju 3axTeBa PecTpyKTypupare 6aHaka M noTeHUWjanHo pesyntupa CMakberem
BPEHOCTU JbYACKOr KanuTana u NocneauyHo onagakemM nepdopmaqcu. Liumb uctpaxusarba je ucnuTueate
ecdekra COVID-19 Ha rvynckv kanutan BaHaka y Peny6nvum Cpbujy v npoLieHa MMnnvkaumja Takeor yTuuaja
Ha chuHaHcujcke nepcopmaHce. MctpaxmvBarem cy obyxeaheHe cae GaHke koje cy nocnosane y Penybnuum
Cpbuju op 2019. po 2021. roguHe. 3a MpoLEeHy pasnuke y BPEAHOCTW byACKOr KanuTana y nocMaTtpaHoM
nepuogy kopuwheH je Wilcoxon Signed Rank Tect. Takohe, y CTyauju je npumereHa perpecuoHa aHanuaa
kako 61 ce ucnutao ytuuaj rbyackor kanutana Ha ROA, ROE u cTony Heto fobuTka. Pesyntatu cy nokasanm
na je nanpemuja COVID-19 pnoBena [0 CMarbera BPeAHOCTW byAckor KanuTana y 6aHkama y Peny6nvum
Cpbujn. Jbyacku kanuTtan ocTBapyje CTaTUCTMYKM CUHUGMKaHTaH YTuuaj Ha uHaHcujcke nepdopmaHce



OaHaka y KpaTkoM pOKy, [OK Ce AYropovHa BPEAHOCT CMatbyje ycred Noropliawa BPeaHOCTU IbyACKOT
kanuTana.

KrbyuHe peun: reyacku kanutan, 6aHkapcTeo, mHaHeujcke nepdopmance, COVID-19, npodurabunHoct

JEJ1 knacudmkaumja: J24, G21, D22, M21

Introduction

Banking is a knowledge-based industry sector where the emphasis is on the continuous
process of innovation and maximizing the quality of services provided (Milosevi¢, Dobrota,
Dmitorovi¢, & Barjaktarovi¢-Rakocéevié, 2021). It is evident that human capital, which
encompasses specific competencies and skills, holds special importance in the banking
sector. The resource-based view of the firm postulates that creating business success and
gaining a competitive advantage requires resources that are rare, valuable, and cannot be
imitated, as is the case with human capital (Soevarno & Tjahjadi, 2020). Bontis (2001)
states that human capital includes special knowledge, skills, competencies, as well as
employees' ability to innovate and solve complex problems. In the modern business
landscape and era of globalization, the development of knowledge is crucial alongside the
advancement of information technology. Knowledge development has emerged as a
socially responsible practice towards employees, capable of fostering the growth of human
capital and exerting a positive influence on financial outcomes (Aleksié, Pjani¢, Berber &
Slavi¢, 2022). Considering the unique value and intangible nature of human capital, which
makes it challenging to build or replicate, it can be assumed that human capital significantly
influences the financial performance. Since human capital represents one of the most vital
components of a bank’s intellectual capital, we should consider the contribution that
employees' competencies can make to the financial results achieved by banks (Milosevi¢ et
al., 2021; Ousama, Hammami & Abdulkarim, 2019).

Given that human capital represents an asset of banks, it is evident that it is
influenced by numerous internal and external factors. One such factor is the COVID-19
pandemic, which rapidly transitioned from the health to the economic sector and caused
global economic and financial problems. COVID-19 represents a specific form of systemic
risk that banks have faced, resulting in significant financial consequences (Xiazi & Shabir,
2022; Bentley, Kehoe, & Chung, 2021). Considering that the financial market in Serbia is
primarily bank-centric (banks account for more than 90% of the total financial assets)
(Cvetkovié, Cogoljevi¢ & Randelovié, 2021; Zivkovi¢ & Vojinovié, 2018; Ercegovac,
Vlaovi¢ Begovi¢ & Jovin, 2019) and coupled with the debt moratorium and the redirection
of consumer needs towards essential products during COVID-19, there has been a
substantial decline in the total income of banks. Consequently, banks are facing a shortage
of financial resources to invest in human capital. Restructuring banks in order to cope with
the expected financial consequences during the COVID-19 has become a necessity (Vasi¢,
2020). Unfortunately, such restructuring inevitably affects human capital, often with
negative implications. In an attempt to improve the financial situation, banks aim to
minimize costs, and employee downsizing has become a prevalent strategy during the
COVID-19. However, it is often overlooked that such a strategy may have long-term
adverse consequences on the value created by banks (Bentley et al., 2021), especially if
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downsizing is not planned and executed precisely to preserve valuable human capital.
Consequently, banks may find themselves in a situation where, even after implementing
restructuring measures, they achieve worse financial performance than before the changes
were made. Considering these points, the objective of the research is to investigate the
influence of the COVID-19 pandemic on the human capital of banks in Serbia and evaluate
its implications on financial performance.

This paper is structured into several key sections. Following the introductory
discussion, a literature review is conducted to explore the existing body of knowledge
related to the examined problem. Based on these findings, hypotheses are formulated to
align with previous research outcomes. The second part of the paper presents the research
methodology, while the third part focuses on the results and discussion. The final section
encompasses the conclusion, implications, limitations, and suggestions for further research.

1. Literature review and hypotheses

The transition from an economy dominated by physical assets to a knowledge-based
economy, where the knowledge, skills, and abilities of employees are the most critical
factors, emphasizes the significance of human capital as a fundamental driver of innovation
and competitive advantage (Soevarno & Tjahjadi, 2020). As a central component of
intellectual capital, human capital encompasses the aforementioned knowledge, skills,
abilities, as well as employees' experience, willingness to learn, and develop (Pekovic,
Pavlovi¢ & Zdravkovi¢, 2020). A focus on continuous learning is essential for improving
human capital and ensuring a competitive advantage. Human capital includes employees’
tacit knowledge, which is difficult to imitate, as well as their values, attitudes, overall
education, motivation, willingness to cooperate, and knowledge sharing (Buallay, Hamdan,
Reyad, Badawi & Madbouly, 2019; Simi¢ & Slavkovié, 2019; Kovjani¢ & Vukadinovié,
2021). As one of the most important assets, human capital often demonstrates a positive
impact on Return on Assets (ROA) and other financial performance indicators (Soevarno &
Tjahjadi, 2020).

Since employees’ knowledge is one of the key factors influencing the performance
of banks, employees in the banking sector are required to possess specific competencies
and continuously improve and learn (Isa & Muafi, 2022). In fact, human capital stands out
as the most crucial determinant of the performance and value added by financial
organizations (Mirza, Hasnaoui, Naqvi & Rizvi, 2020). Among the three components of
intellectual capital (structural and relational capital being the other two), human capital has
the greatest statistically significant and positive impact on the performance of banks
(Githaiga, 2022). Liu, Liu & Zhang (2021) point out that human capital in banking can be
measured by the total formal and informal education in the field of finance, as well as by
experience represented by the number of years working in banking. Considering the above,
increasing human capital in banks through education and experience can be beneficial for
generating financial performance, which is supported by studies demonstrating the
statistically significant and positive impact of banks' human capital on their financial
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performance (MiloSevi¢ et al., 2021; Soevarno & Tjahjadi, 2020; Buallay et al., 2019;
Githaiga, 2022).

However, the value of human capital, and consequently the performance achieved
by banks, is influenced by numerous factors, including the previously mentioned COVID-
19. As a specific form of systemic risk, COVID-19 has increased market volatility and
financial vulnerability of banks, resulting in a decline in overall performance (Mirza et al.,
2020; Xiazi & Shabir, 2022; Bentley et al., 2021). To maintain operations and minimize
losses, many banks have implemented downsizing strategies, leading to significant
reductions in the number of employees, particularly in high-skilled positions where
employees command higher salaries. This strategy has also resulted in a significant
reduction in the recruitment of qualified candidates and mass layoffs (Hamouche, 2021).
The COVID-19 has led to a substantial increase in layoffs, impacting human capital in the
banking sector (Bentley et al., 2021). Such strategies diminish the overall value of human
capital in banks. The negative impact on human capital is further exacerbated by the new
organizational changes that require reduced physical and social contact, as well as limited
personal communication, teamwork, and knowledge sharing (Dissanayake, 2020). It is
possible that banks will reduce investments in human capital to temporarily minimize
operating costs, but these decisions overlook the fact that it threatens the creation of long-
term value, even after the factors that led to the need for reducing human capital are
eliminated (Bentley et al., 2021). The reason for this is that the departure of human capital
represents a permanent loss of valuable and unique knowledge. Additionally, existing
employees will have to handle a larger workload after the reduction of human capital,
potentially leading to overtime work (Slavkovi¢, Bugarci¢, Ognjanovi¢ & Pavlovi¢, 2020).
These factors highlight the specific nature and importance of human capital in creating
long-term value and competitive advantage. Therefore, investing in employees and human
capital should not be treated as an expense to be minimized, but rather as an opportunity
that can enhance performance.

Based on the above considerations, this research assumes that during the COVID-19
period there was a decrease in the value of human capital of banks. Moreover, it is posited
that human capital exerted a statistically significant and positively influential role on the
financial performance of banks in the Republic of Serbia during the initial period. However,
due to the decrease in the total value of human capital, it is assumed that the effects of the
aforementioned impact on financial performance are of a short-term nature. Consequently,
the following research hypotheses have been formulated:

H1: The COVID-19 led to a decrease in the value of human capital in banks in the
Republic of Serbia.

H2: The financial performance of banks is positively influenced by human capital in
the short term. However, over the long term, the value of human capital depreciates,
resulting in a diminishing impact on financial performance.
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2. Research methodology

Research in the field of the impact of intellectual capital on the financial performance of
banks in the Republic of Serbia, as well as works that highlight the general importance of
intellectual capital in banking in the Republic of Serbia exist (Pekovi¢ et al., 2020; Bontis,
Janosevi¢, & Dzenopoljac, 2013; Kovjani¢ & Vukadinovi¢, 2021). According to the
author's knowledge, there is a dearth of research specifically addressing the impact of
human capital on the financial performance. It can be safely said that there are no studies in
the Republic of Serbia that examines the effect of COVID-19 on the change of the human
capital of banks and the effects of such change on financial performance, which is the
specific theoretical and practical value of this paper.

To achieve the research objectives and test the defined hypotheses, a study was
conducted on the population of banks that are active in the Republic of Serbia. All banks
that operated on the Serbian financial market in the period 2019-2021 were included in the
research. The independent variable is represented by human capital coefficient (HCE),
measured with the VAIC methodology developed by Professor Puli¢ (Puli¢, 2000). VAIC is
is comprised of three elements: human capital, structural and relational capital. According
to the aforementioned methodology, the first step in calculating human capital implies the
determination of the value added (VA) by substracting total costs (IN) from total income
(OUT):

VA =0UT-IN (D

Since VAIC methodology is based on the information from the balance sheet
(Bontis et al., 2013), payroll costs are taken as an equivalent for investment in employees
(HC) (Puli¢, 2000; Sowearno & Tjahjadi, 2020). However, investments in employees
should be excluded from the total costs, as they are considered investments rather than
expenses, providing long-term benefits, which leads to a new model:

VA=0UT — (IN-HC) (2)

When the added value is determined using the model (2), the second approach is
calculating the value of the human capital coefficient (HCE) as a ratio of value added (VA)
and total investment in employees (HC) (Puli¢, 2000):

HCE = VA /HC 3)

In model (3) HC includes wages, salary allowances and other personal expenses
(payroll costs) during one fiscal year and as such describes the contribution of human
resources to the created value (VA) (Janosevi¢, DZenopoljac & Bontis, 2013).

The dependent variable is derived from three indicators of financial performance:
Return on equity (ROE), computed as the ratio of net profit to banks' equity; Return on
assets (ROA), computed as the ratio of net profit to banks' total assets; and Net profit
margin (NPM), computed as the ratio of net profit to income.
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The analysis covers a three-year period: 2019, which represents the year before the
onset of the COVID-19; 2020, when the pandemic began and significant decisions were
made to restructure banks, including changes in human capital; and 2021, a year
characterized by financial stabilization and recovery in the banking sector. Financial reports
for all banks that are active in Serbia are available for the year 2021.

3. Results and discussion

The first stage of statistical analysis entails the utilization of descriptive statistical analysis.
Results in Table 1 shows that HCE decreased from 0.5955 in 2019 to 0.2709 in 2020. As
expected, the value of human capital of banks in Serbia has decreased during the COVID-
19. In 2021, as banks recovered financially, the value of human capital increased to 0.6177.
Nonetheless, an inquiry arises regarding the potential amplification of the impact of human
capital on financial performance. On average, all banks achieve positive financial
performance except for the NPM, which is negative in 2020. Similar findings have been
reported in other studies, showing a decline in bank profitability during the COVID-19
(Mirza et al., 2020; Xiazi & Shabir, 2022; Bentley et al., 2021).

Table 1: Descriptive statistics

Year Variable Min Max Mean Stand. deviation
HCE -1.72 5.07 0.5955 1.3924
2019 ROA -3.95 3.68 0.5586 1.8224
ROE -6.96 34,23 10,1550 12.3341
NPM -140.79 78.63 8.8764 47.3233
HCE -1.71 6.91 0.2709 1.6613
2020 ROA -3.99 4.17 0.0273 1.7436
ROE -9.46 36.04 6.3714 11.5921
NPM -171.51 67.86 -6.2764 54.8244
HCE -0.99 3.39 0.6177 1.1234
2021 ROA -3.25 2.31 0.4173 1.2359
ROE -4.84 24.97 9.1132 9.7554
NPM -155.15 56,48 8.3759 41.9785

Source: the authors’ research

Prior to conducting the correlation analysis, it is imperative to examine the data
distribution. In order to achieve this objective, the Kolmogorov-Smirnov (KS) and Shapiro-
Wilk (SW) tests were employed. The outcomes of the normality tests, as presented in Table
2, reveal that the ROE exhibits a normal distribution across all analysed years, along with
HCE in 2021. However, the remaining indicators exhibit statistically significant results,
indicating a departure from a normal distribution. Hence, non-parametric tests should be
employed accordingly.
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Table 2: Normality tests

KS SW
Year Variable = istics df Sig. | Statistics df Sig.
HCE 0.190 2 0.037 0.889 2 0.018
ROA 0.234 2 0.003 0917 2 0.066
2019 ROE 0.131 2 0.200* 0.944 2 0.236*
NPM 0.288 2 0.000 0.830 2 0.002
HCE 0316 2 0.000 0.653 2 0.000
ROA 0.232 22 0.003 0.895 22 0.024
2020 ROE 0.126 2 0.200% 0.944 22 0.244%
NPM 0.285 2 0.000 0.796 2 0.000
HCE 0.166 2 0.119* 0.904 2 0.036
ROA 0.241 2 0.002 0.861 2 0.005
2021 ROE 0.125 2 0.200* 0.931 2 0.131%
NPM 0.299 22 0.000 0.661 2 0.000

Source: the authors’ research

In order to test the first (H1) hypothesis, it is necessary to apply the Wilcoxon
Signed Rank test. The corresponding outcomes are presented in Table 3.

Table 3: The difference in human capital of banks in the observed years

HCE HCE HCE
Test statistics Degrees of Standard Si Mean Mean Mean
freedom error & Rank Rank Rank

2019 2020 2021

8,455 2 0.302 0.015 2.32 1.5 2.18

Source: the authors’ research

The results in the Table 3 show that the human capital of banks differs by observed
years. As anticipated, the value of human capital is highest at the outset of the period,
specifically before the onset of the COVID-19. During pandemic in 2020, human capital
reached its lowest value. In 2021 investment in human capital increased. However, it
should be noted that the value in 2021 is lower compared to 2019, indicating that the
financial recovery of banks in 2021 was not sufficient to facilitate additional investments in
human capital. Accordingly, the research hypothesis (H1) can be accepted and it can be
stated that the COVID-19 had negative impact on the value of human capital in banks in the
Republic of Serbia.
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Regarding the correlation analysis, the outcomes of Spearman's correlation
coefficient are presented in Table 4. Correlation coefficient values in the interval up to +/-
0.29 can be considered low, values from +/-0.3 to +/-0.49 as moderate, and values above
+/-0.5 as high (Cohen, 1988).

Table 4: Results of the correlation analysis

Year Variable HCE ROA ROE NPM
HCE 1 0.750%** 0.727%* 0.671%*
ROA 0.750%** 1 0.932%* 0.936
2019 ROE 0.727%* 0.932 1 0.929%%*
NPM 0.617** 0.936%* 0.929%** 1
HCE 1 0.730%* 0.596** 0.681%*
ROA 0.730%** 1 0.958** 0.917**
2020 ROE 0.596** 0.958%** 1 0.967**
NPM 0.681** 0.917** 0.967** 1
HCE 1 0.542%%* 0.477* 0.547%*
ROA 0.542%* 1 0.924%%* 0.935%*
2021 ROE 0.477* 0.924%* 1 0.922%%*
NPM 0.547%* 0.935%%* 0.922%* 1

**0.01 Significance level (2-tailed); *- 0.05 Significance level

Source: the authors’ research

Narrowing the focus to solely examine the correlation between human capital (HCE)
and financial performance (ROA, ROE and NPM), it is observed that a high correlation was
achieved during 2019 and 2020. The highest degree of correlation in 2019 was achieved
between HCE and ROA (0.750). During 2020, the highest degree of correlation exists again
between HCE and ROA (0.730). Although it is a high degree, a certain decrease in
correlation between those two variables is noticeable. Namely in the 2019, the value of
human capital in the banks of the Republic of Serbia was at a satisfactory level, as a result
of which a positive correlation was achieved with financial performance. During the 2021,
the highest level of correlation was achieved between HCE and NPM (0.547). It is
noticeable that the correlation of HCE and NPM in 2021 is lowest comparing with the
period of 2019 and 2020. Similar observations can be made regarding the correlation
between HCE and ROA, as well as HCE and ROE.

As correlation only indicates the strength and direction of the relationship, it is
important to conduct regression analysis to obtain a more accurate understanding
concerning the influence exerted by human capital on the financial performance. The
results are presented in Table 5.
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Table 5: Regression analysis

Year Regression . Durbin VIF
model R’ b t Sig. Watson
2019 HCE — ROA 0.540 0.735 4.846 0.000* 1.755 1.000
HCE — ROE 0.565 0.751 5.094 0.000* 1.951 1.000
HCE — NPM 0.388 0.623 3.558 0.002** 0.796 1.000
2020 HCE — ROA 0.487 0.698 4.353 0.000* 1.707 1.000
HCE — ROE 0.523 0.739 4.906 0.000* 1.891 1.000
HCE — NPM 0.200 0.487 2.497 0.021%* 0.797 1.000
2021 HCE — ROA 0.097 0.312 1.469 0.157 1.959 1.000
HCE — ROE 0.132 0.363 1.745 0.096%** 2.570 1.000
HCE — NPM 0.099 0.37 1.821 0.084%** 1.864 1,000

***_ (.1 Significance level; **-0.05 Significance level; *-0.001 Significance level

Source: the authors’ research

The results show that the HCE has a statistically significant and positive impact on
financial performance (observed by ROA, ROE and NPM). During 2019, human capital
describes 54% of the variability of ROA, with statistically significant results at the 0.001
level. Additionally, HCE describes 56.5% of ROE and 38.8% of NPM variability (with
statistically significant results at the 0.001 and 0.05 levels, respectively). Durbin Watson
test results in this period show the absence of autocorrelation, as the value was close to 2
(Bontis et al., 2013), except in the case of the regression model between HCE and NPM
(0.796), making this model less reliable. In 2020, there was a slight decline in the results,
but they remained statistically significant. The coefficient of determination between HCE
and ROA was 48.7%. HCE explained 52.3% of ROE and 20% of NPM variability, which is
also a decrease from 2019. However, the impact of HCE on financial performance was still
statistically significant in all cases (at the 0.001 level when it comes to ROA and ROE and
0.05 level when it comes to NPM). It is worth noting that the COVID-19 hit Serbia in
March 2020, leading to changes in bank restructuring. Despite these changes, employees
managed to generate high performance with their knowledge and skills. Only later in 2020
did changes in the domain of human capital occur, and thus the regression results for 2021
should be examined. Durbin Watson test results in this period show the absence of
autocorrelation, as the value was close to 2 (Bontis et al., 2013), except in the case of the
regression model between HCE and NPM (0.797), making this model slightly less reliable.
However, in 2021 human capital had a significantly lower impact on financial performance.
The coefficient of determination between HCE and ROA was only 9.7%; between HCE and
ROE 13.2% and finally between HCE and NPM 9.9%. These values were notably lower
compared to previous periods. Therefore, it can be concluded that even though banks
attempted to improve the previously reduced value of human capital, it did not result in
positive effects, leading to the absence of significant impact of human capital on financial
performance in 2021. The results of the Durbin Watson test in this period indicated the
absence of autocorrelation, as the value was close to 2 (Bontis et al., 2013), except in the
case of the regression model between HCE and ROE (2.570), where a slight presence of
autocorrelation was observed, making this model less reliable than others. No
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multicollinearity was observed in all periods and models, as the VIF factor was less than 5
(Field, 2020).

The empirical findings derived from the regression analysis indicate a significant
and positive relationship between human capital and the financial performance of banks.
However, this impact was observed to be short-term. During the COVID-19 period, the
reduced value of human capital led to a temporary improvement in effects due to lower
operating costs. Nevertheless, in the long run, the decrease in the value of human capital,
including employees’ knowledge, skills, and competencies, resulted in a decline in value.
Despite the banks’ efforts to increase the value of human capital in 2021, it did not reach
pre-COVID-19 levels, leading to the absence of a statistically significant impact. Therefore,
the second hypothesis (H2) can be accepted and it can be stated that the financial
performance of banks is positively influenced by human capital in the short term. However,
over the long term, the value of human capital depreciates, resulting in a diminishing
impact on financial performance.

Conclusion, implications, limitations, and further research

Human capital fulfils a pivotal role within the banking sector, encapsulating knowledge,
skills, abilities, experiences, willingness to learn, share knowledge, work in teams, and
loyalty to the organization, all of which significantly impact financial performance, as
confirmed by this research. Conducted over a three-year period and including all banks that
were active in the Republic of Serbia, the study yielded compelling evidence indicating a
robust and statistically significant positive impact of human capital on financial
performance, including ROA, ROE, and NPM. By developing and retaining human capital,
banks are better equipped to leverage market potential, foster innovation, and gain a
competitive advantage. However, the value of human capital is subject to various factors,
often considered as a system risk. The COVID-19 serves as one such factor, leading to
significant financial challenges in the global banking market. To minimize costs and
mitigate losses, banks often resort to decisions that involve reducing investments in human
capital. While such decisions may yield immediate benefits in terms of cost reduction and
short-term profitability, long-term consequences must be taken into account. By
diminishing the value of human capital, banks directly undermine the overall knowledge
level within the organization, ultimately leading to decreased performance. Furthermore,
the reduction in human capital places an increased workload and overtime on existing
employees, negatively impacting their satisfaction and, subsequently, the achieved
performance. Based on the research findings, it is evident that human capital had a
significant influence on the financial performance of banks during the pre-pandemic period.
This influence continued in the subsequent year, likely because strategic changes in human
capital within banks did not occur immediately at the beginning of the year but rather later
when the impact of COVID-19 became more pronounced. Although the value of human
capital increased in the following year, this growth was insufficient to compensate for the
earlier loss of knowledge, which is the reason for the absence of a significant influence of
human capital on financial performance.
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The findings of this research hold both theoretical and practical significance. From a
theoretical perspective, they contribute to scientific knowledge in the field of human capital
in banks and lay the groundwork for future research. Taking into account the scarcity of
research conducted in the specific domain, particularly in the context of the COVID-19 and
its effects on human capital and financial performance, these results provide valuable
insights. Additionally, the practical significance of the research lies in disseminating the
obtained information to top managers and human resource managers in banks. The research
results provide valuable insights into the imperative nature of investing in human capital to
achieve better financial performance and gain a competitive advantage. This reaffirms the
notion that investing in employees is not an expense but an investment that yields long-term
benefits.

The research findings are accompanied by certain limitations that can guide future
research. Firstly, the study encompasses all banks that were active in Serbia. In order to
acquire better understanding of the subject matter, future research could consider expanding
the scope to include banks from other regions or countries. Additionally, the analysis covers
a three-year period. To assess whether there has been an improvement in human capital
following the COVID-19, it is advisable to extend the time coverage in future studies and
examine data from subsequent years, beyond 2021. Furthermore, this paper operationalizes
the dependent variable using three indicators: ROA, ROE, and NPM. To provide a more
holistic perspective of the relationship between human capital and financial performance, it
would be beneficial for future research to incorporate additional financial indicators.
Including a broader range of financial metrics would contribute to a more comprehensive
knowledge about the relationship between human capital of banks and their financial
performance. By addressing these limitations and conducting further research, scholars can
advance the existing knowledge in the field, delve into the effects of the pandemic on
human capital, and explore the influence of human capital on a wider range of financial
performance indicators, thus enriching the understanding of this important relationship in
the banking industry.
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