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Abstract 
This study examined intellectual capital management 

and organizational performance in Nigeria. The 
specific objectives of the research were to determine 

the relationship between intellectual capital and 

firm’s financial performance and evaluate the impact 

of intellectual capital management on firm’s 

financial performance. The study adopted ex-post 

facto design. Four companies were selected from 

food and beverage industry listed in the Nigerian 

stock exchange namely Guinness Nigeria Plc, Nestle 

Nigeria Plc, Unilever Nigeria Plc and 7up Bottling 

Company Plc. The research made use of purely 

secondary data from annual reports of the selected 
companies. Return on Asset (ROA) was used to 

measure the financial performance while Value 

Added Intellectual Capital Coefficient (VAICTM) and 

Intellectual Capital Efficiency (ICE) were used to 

measure Intellectual Capital. Pearson moment 

correlation coefficient was used to determine the 

relationship between intellectual capital and 

organizational reported financial performance, and 

linear regression was used to determine the impact of 

intellectual capital on organizational reported 

financial performance. The findings of the study 

show that there is a significant relationship between 
intellectual capital and firm’s financial performance 

and that proper management of intellectual capital 

has an impact on firms reported financial 

performance. 

Keywords:  Intellectual Capital, Intangible Asset, 

Organizational Performance 

 

1. Introduction 

 
Every business requires resources in the form of 

physical, financial and intangible assets. Lack of, or 

inadequate resources of any kind may place a firm in 

a vulnerable position, and might undermine its 

success. In this period of national as well as global 

financial crisis, the study of the relevance of 

intangible assets has attracted much attention in the 

business management literature, because intellectual 

capital which is an aspect of intangible asset has that 

exerting influence of adding value to a firm and with 

its relational ability can facilitate the acquisition of 
other resources which promote the survival and 

profitability of a firm (Okafor, 2012). Intellectual 

capital refers to effort employees put into an entity in 

form of intangible asset which includes knowledge 

assets such as patents, trademarks, copy rights and 

other results of human innovations and thought. 

Collectively, it refers to all resources (human, 

structural and relational capital) that determine the 

value of competitiveness of an organization. 
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 Intellectual Capital primarily drives wealth and 

growth in today’s economy. The rise of new 

economy has highlighted the fact that the value 

created depends far less on their physical assets than 

on their intangible ones. These assets, often 

described as intellectual capital, are being recognized 
as the foundation of individual, organizational and 

national competitive-ness in the twenty-first century 

(Wiig, 1997; Bounfour & Edvinsson, 2005). As 

observed by Pike et al. (2002:659), “as the business 

society is developed, the key step in value creation 

has ascended an intellectual staircase”. In this era, 

the competitiveness of a company is more important 

and it has become a basic building block for 

corporate excellence (Lim & Dallimore, 2004). The 

more the company values and discloses its 

intellectual resource/capital, the more it becomes 

competitive and retains confidentiality of its 
stakeholders (investors, & creditors). If intellectual 

capital is not disclosed, the book value of its share 

and market value will diverge (Okwy & Christopher, 

2010; Holland, 2009). The study of Okwy & 

Christopher, (2010) reveals that millions of Naira are 

lost for non-disclosure of some of intellectual capital 

drivers/indicators. To be specific, the study further 

reveals that Nigerian Breweries Plc invested more 

than N88million in local and overseas training and 

development of its employees as far back as 1988; in 

2006, Unilever invested over N40 million in training 
and development of its employees; Access Bank Plc 

in 2007 constructed Access Bank Campus called 

Access University of Banking Excellence; and 

Wema Bank Plc invested huge amount on policy, 

training and development of its employees. 

Surprisingly, these huge amounts of investments did 

not reflect in the balance sheet of these companies’ 

annual reports. This shows glaring defects and 

shortcoming in the financial statement of companies 

in Nigeria particularly in not conveying the total 

value of asset invested. However, this can be 

corrected if the Accounting Regulatory Board issue 
statement of accounting standard in support of 

reporting the overall intellectual capital 

drivers/indicators in the financial statement. 

 

IC to a reasonable extent is the building block for 

earning revenue for companies in banking, finance, 

hotel, and software etc businesses. Intellectual 

capital when combined with physical assets in 

manufacturing and production companies sharpens 

competitive edge. Bornemann et al. (1999) found 

that enterprises, which have managed their 
intellectual capital better, had achieved stronger 

competitive advantage than the general enterprises. 

In addition, they reported that companies, which had 

strengthened their own intellectual capital 

management compared to the others, had performed 

better. Brennan and Connell (2000) claimed that 

intellectual capital management played an important 

role on the long-term business performance of an 

enterprise. Consequently, Intellectual Capital directly 

or indirectly contributes to the performance of 

companies and should be given reasonable 
consideration in the business firms and be fully 

reported in the Financial Statement/Annual Report of 

companies 

 

However, one question remains important, why is 

there limited emphasis on intellectual assets despite 

the fact that intellectual capital has been found to be 

value relevant. The objectives of this research were 

to determine the relationship between intellectual 

capital and firm’s financial performance and evaluate 

the impact of intellectual capital on firms financial 

performance if any. Based on these premise, the 
following hypotheses stated in the null form are 

formulated and tested for the study:- 

1. H1:    There is no significant relationship 

between intellectual capital and Firms’  

          financial performance. 

2. Ho:   Intellectual capital has no significant 

impact on Firms’ financial performance. 

          

 

2.0 Review of related Literature 

 
2.1 Theoretical Framework: 
 
This research work is built on the foundation of 

resource based theory and balance scorecard. 

Resource based theory emphasizes organizational 

resources as the main sources of gaining competitive 

advantage and performance. Organizational 

resources are its assets and the strength which 

enables it to plan and implement operation strategies 
that improve organizational efficiency. These 

resources are seen to be the most important sources 

for establishing and sustaining a competitive 

advantage provided they meet the criteria of 

possessing value, in that the resources must exploit 

opportunities or neutralize threats from the 

competitors. This then emphasizes that the 

organizations owned resources especially the internal 

resources which include the intangible assets of the 

organization are the building blocks that help an 

organization to achieve its mission, vision and 
objectives if they are intending to be a leading 

company in attendant. These resources include patent 

right, brand names, trade mark, corporate image, 

networking system of the organization, employee’s 

expertise/skills which are classified as intellectual 

capital drives. The theory emphasizes that, if these 

resources are put into use effectively by 
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organizations, competitive advantage and 

performance will be achieved, hence, linking 

intellectual capital management with organizational 

performance. 

 

Balance scorecard is a management strategy used to 
identify and improve business internal function and 

its performance. These internal functions are seen as 

intellectual capital which comprises of human, 

structural and relational capital. When compared to 

the traditional financial metrics, it could be seen as a 

framework that adds non financial performance 

strategy to provide decision makers a balance view 

of organizational performance.  

Organizations are viewed from four perspectives 

under balance scorecard. This includes (i) the 

Learning and Growth perspective which refers to 

development of human capital via training. (ii) 
Business process perspective referring to all the 

internal control procedures or business process 

which can be called structural capital. (iii) 

Customer/relational perspective implying that 

customers always look out for suppliers that will 

meet their needs, and lastly is financial perspective 

which focus on the returns to the organization hence 

organizational financial performance. 

 

2.2 The Concept of Intellectual Capital 

In the words of Thomas Stewart” intellectual capital 

is something that cannot be touched, although it 

slowly makes you rich”. Jacob Ben- Simchon, (2005)  
describe intellectual capital as a compendium of non- 

tangible or non-physical assets and resources of an 

organization, as well as its practices, patents and the 

implicit knowledge of its members and their network 

of partners and contracts. Stewart (1997) defines it as 

‘packaged useful knowledge’, Sullivan (2000) as 

‘knowledge that can be converted into profit’, Roos 

et al (1997) as the ‘sum of knowledge’ of its 

members and practical translation of this knowledge 

into brands, trademarks and processes.  

Edvinsson & Malone (1997) define it as the 

possession of knowledge, applied experience, 

organizational technology, customer relations and 

professional skills that provide a company with a 

competitive edge in the market. Stewart wrote a book 
in 1997 “Intellectual Capital: The New Wealth of 

Organizations”, many practical cases were cited, it 

described the three major elements of intellectual 

capital: human capital, structural capital, and 

customer capital. Stewart (1997) believed intellectual 

capital includes human capital, structural capital, and 

customer capital. Human capital refers to innovation, 

employee attitudes, seniority, turnover, experience, 

and learning; structural capital refers to using highly 

effective way to collect, test, organize, integrate 

existing knowledge and to eliminate the impure and 

to retain the pure then disseminate it; customer 

capital refers to the relationship between a certain 

organization and the people it deals with, such as 

customer satisfaction, customer retention rate, and 
customer loyalty.  

Edvinsson (2003) described intellectual capital 

simply: intellectual capital is the pillars of the future 

of any enterprise; it's an indicator of whether an 

enterprise can operate effectively. Any enterprise 

that does not invest in invisible capital cannot 

possibly generate the momentum of innovation (Shu-

Hsiao Tsen and Hsiang-Ling Hu, 2010).  

 

2.3 Components of intellectual capital 
 

From the literatures reviewed on Intellectual Capital, 

majority of the authors believes that IC is made up of 

three components namely; human capital, structural 

capital and customer/relational capital. According to 

Halim, 2010, human capital denotes what a single 

employee brings into the value adding processes and 

encompasses professional competence, social 

competence, employee motivation, and leadership 

ability 

 

2.3.1 Human capital: 
 

Human capital connotes the intellects and knowledge 

exhibited by individual/employee which eventually 

adds value to an organization wealth. Bontis et al., 

(2000) sees IC as a stored knowledge in the 

collective ability of the company to extract the best 

solutions from within the minds of individual 

employees. Edvinsson and Malone (1997) define 
human capital as knowledge, skill, innovation, and 

the cumulative ability of individual participants to 

resolve the ongoing work. In addition, in their 

opinion, human capital includes values, culture and 

philosophy of the company. Stewart (1997) defines 

the human capital as capabilities of those who are 

references of innovation and modernization in the 

organization. Human capital (employees) has 

become one of the most valued assets in 

organizations both in theory and in practice. 

Although one can argue that human capital among 
all the component of intellectual capital is the most 

difficult to manage but yet it remain irreplaceable 

and most important. These suggest that business 

operators should be careful in making decisions that 

affect human capital, and to sustain competitive 

advantage, it is imperative that organizations manage 

its human capital effectively.  
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 2.3.2 Structural capital 

 
Chen et al. (2004) believe that structural capital 

refers to the system, structure, current business 

practices of an organization, which invariably is 

include all non-human knowledge in the organization 

such as research and development cost, innovation, 

patent right, trademark etc. It is an organizational 

way of doing business which is referred to as 

organizational culture which consists of values, 

beliefs, and norms of behavior that are shared and 

accepted by employees of organization. In addition, 

behavioral norms are unwritten rules that have 
stressed on issues such as the appearance of the staff 

and their cooperation with each other. Organizational 

culture is a valuable asset under the guidance of a 

philosophy of good management. Only through a 

strong organizational culture, a company can expose 

its staff's competencies to the public view, and 

motivate them to serve their organization and 

customers willingly. Structural capital is a function 

of human capital because human capital is 

considered as a determining factor in the form of an 

organization. On the other hand, structural capital as 
soon as it is influenced under the human capital is 

created openly and fully independent of human 

capital (Bontis & Richardson, 2000). This 

organizational capital is responsible for the 

company’s renewal and value creating processes. 

 

2.3.3 Customer capital 

 
The third category of the classification of intellectual 

capital is customer capital or communicational 

capital. Customer capital includes both the present 

value of organization relationships with customers 

and the potential value of organizations originated 

from this relationship in the future. Therefore, the 

essence of the customer capital lies in hidden 

knowledge of marketing and communication 

channels that an organization will design during the 

birth period (Bontis et al., 2000). Customer capital 
represents the potential that the company has for 

intangible items outside of the organizations. In fact, 

customer capital includes the external dimensions of 

the organizations' income process. Trading, 

reputation, strategic alliances, networks, 

communication with customers and suppliers, all 

have income potential. Generally, customer capital 

that acts as a bridge in intellectual capital, is the main 

determining factor in converting the intellectual 

capital to market value, consequently it is the 

function of business organization. 

Without customer capital, market value or the 
function of business organizations cannot be 

achieved. Therefore, the growth of customer capital 

depends on the support by human capital and 

structural capital (Chen et al., 2004) 

 

2.4 The influence of intellectual capital to 
organization/firms performance 

 
Several research indicate significant prove of 

intellectual capital influence to organization 

performance. In globalization era, all organization 

effort has to competitive advantage. To achieved 
competitive advantage needs both physical capital 

and intellectual capital. The study result of Hitt et al. 

(2001) proved the role intangible capital more 

dominant compare with tangible capital. Another 

research indicate that intellectual capital recognized 

as important resources which give use for create 

organization efficiency, effectively, productivity, and 

innovative better than physical capital and financial 

capital (Najibullah, 2005). The research result by 

Pulic (1999) show that intellectual capital can create 

value added for organization. Its study support the 

idea if intellectual capital as very important resources 
for organization. Consistent with research before, 

intellectual capital has potential as wealth creator in 

business organization (Walker, 2001; Usoff et al., 

2002; & Karp, 2003). The ability intellectual capital 

as strategic resources can see through its role as a 

driver in increasing business performance. In this 

case, the intellectual capital is an important key to 

achieve competitive advantage. The opposite 

research result before, studied by Iswati (2007) show 

that no influence between intellectual to bank’s 

performance in Jakarta Stock Exchange. Interest for 
depth further, the Peña (2002) result proved his 

hypothesis, that the new organization performance 

depend on intellectual capital management which 

achieved by entrepreneur in preparation period. This 

result strongly support about intellectual capital role 

in business life cycle, start from preparation stage 

until maturity stage. Breman (2001) has test the 

influence of intellectual capital to business 

performance for organization, which go public in 

Ireland. The performance variables consist of 

productivity, skill, and organization profitability. Its 

result show that the influence of intellectual 
influence profitability variable. Besides that, Walker 

(2001) did research the relation between intellectual 

capitals with three dimension of organization 

performance; there are profitability, productivity, and 

market price. Walker’s result there is significant 

positive relation between human capital and 

organization performance in both yang low 

knowledge base organization and high knowledge-

base organization. 
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3 Methodology 

 
The research design employed in gathering the 

requisite data for the study is Ex Post-Facto research. 

Ex Post-Facto research involves events that have 

already taken place, which no attempt is made to 

control, or manipulate relevant independent variables 

because these variables are not manipulatable. The 
variables in this research work are events, which had 

already taken place in the annual financial report of 

the selected companies. The major source of data 

used in this research is the secondary source. The 

secondary data was collected from the annual 

financial reports of the selected companies. An 

Annual report is a comprehensive report on the 

Company’s program and activities over the past year. 

Information on profit before tax and total assets, 

among others are product of financial statement 

section of the annual report. Return on asset for the 

sampled companies were computed from the values 
extracted from the financial statement. For each 

company, a four-year average (2008-2011) ROA was 

computed to smooth out individual year's 

fluctuations. The study employed the use of Value 

Added Intellectual Capital Coefficient (VAICTM) and 

Intellectual Capital Efficiency to determine the value 

added by the Intellectual capital components of the 

companies under study and its efficiency. The data 

obtained and used in the study are based on 

information from the financial records as published 

by the companies.  
 

3.1 Measurement of variables in the study 

 
To calculate the Intellectual Capital (Independent 

variables), the researcher adopted the method of 

Value Added Intellectual Capital Coefficient 

(VAICTM) which shows the efficiency of the 
intellectual capital and for the measurement of 

financial performance, the researcher used return on 

assets (ROA).  

i. Value Added Intellectual Capital 

Coefficient (VAIC
TM

) 

Pulic, (1998, 2000) considers Value Added 

Intellectual Capital Coefficient (VAICTM) 

methodology as a universal indicator which shows 

the ability of a company in value creation and 

represents a measure for assessing the efficiency of 

Intellectual Capital. VAICTM is developed to assess 
and evaluate the efficiency in adding value to a 

company’s total resources while each major resource 

component focuses on value addition in an 

organization. The main constituent of each of them is 

the value added (VA). Value added results from how 

current business and related resources are employed. 

It represents the gross global value added created by 

the firm.  

The VA  for the purpose of the study is = D+A+C+P 

Where: D is depreciation  

            A is amortization. 

            C describes the costs of the employees e.g., 
salaries .etc          

    P is the operating profit of the company.  

 

3.2 Components of Intellectual Capital 

 
Human capital (HC) is the sum of the value of 

wages, salaries  and benefits for workers .  
Structural capital is the difference between the 

value added (VA) and human capital (HC).  

Relational capital is an external component in the 

study of intellectual capital. Since human capital and 

structural capital influence relational capital, only 

these two components are considered 

 

ii. Capital Employed Efficiency (CEE) 

which shows the efficiency of the 

capital employed. 

CEE = Value Added (VA)  
                          Capital Employed (CE) 

Where; 

Capital Employed (CE) = Total Assets – Current 

liabilities. 

Therefore, in this way we can also calculate the 

human capital efficiency and the structural capital 

efficiency as follows: 

 

iii. Intellectual Capital Efficiency (ICE) 

Human Capital Efficiency (HCE) is an indicator of 

the value added efficiency of human capital and is 

calculated thus; 
HCE = Value added/Human capital. 

Structural Capital Efficiency (SCE) is an indicator 

of the value added efficiency of structural capital and 

is calculated thus;  

SCE =Structural capital/Value added.  

By adding the human capital efficiency and the 

structural capital efficiency we can get the 

Intellectual capital efficiency 

Intellectual Capital Efficiency (ICE)=HCE+ SCE.  

 

Value Added Intellectual Capital Coefficient 
(VAIC

TM
) is defined by Shiu (2006) as composite 

sum of three indicators of physical capital employed 

efficiency (CEE), human capital efficiency (HCE) 

and structural capital efficiency (SCE). 

VAIC
TM

= CEE+HCE+SCE 

At the end, the Value Added Intellectual Capital 

Coefficient (VAICTM) is the total sum of the Capital 

Employed Efficiency(CEE) and the Intellectual 

Capital Efficiency (ICE) 

VAIC
TM

= CEE + ICE 
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iv. Organizational Performance  

According to Richard, Devinney, Yip & Johnson 

(2009), organizational performance encompasses 

three specific areas of firm outcome:  First, product 

market performance (sales, market share e.t.c.); 

Second, shareholder return (total shareholder return, 
economic value added e.t.c.) and Third, financial 

performance (profit margin, return on equity, 

return on assets, return on sales) which is the focus 

for this study. Financial performance refers to the 

income (new resources) generating ability of a firm 

over a given period of time.  

 

Return on Assets  

Return on assets is a financial criterion which 

indicates the amount of management efficiency in 

applying the existing resources in order to increase 

the profitability. It is referred to as the earning power 
that provides an index for determining how 

profitable the firm has been in the use of its assets. 

The rationale for using Return on Assets (ROA) is 

because according to Gan & Saleh, (2008) in 

Intellectual capital and corporate performance of 

technology intensive companies: Malaysia evidence, 

Return on assets indicates the use efficiency of the 

assets.  Accounting-based measures have been 

extensively used in past researches as a measure of 

economic performance. Studies such as Muhammad 

& Ismail (2009), in their study of the relationship 
between intellectual capital and business 

performance in the Malaysian financial sector 

measured firm performance with ROA. Furqan 

Ahmad Khan, Raja Abdul Ghafoor Khan, & Dr. 

Muhammed Aslam Khan (2012), also used ROA to 

substantiate the impact of Intellectual capital on 

financial performance of banks in Pakistan. The 

study of Reza Gharoie Ahangar (2011) on the 

relationship between Intellectual capital and financial 

performance on Iranian company made used of ROA 

to measure financial performance. 

 
ROA =  Total earnings 

Total Assets  

 

4. Data Analysis 
 

Hi =  There is no significant relationship 

between intellectual capital and firms financial 

Performance 

Pearson correlation coefficient method is used to 

check the relationship between the Return on Assets 

(ROA), Capital Employed Efficiency (CEE), 

Intellectual Capital efficiency (ICE) and Value 

Added Intellectual Capital Coefficient (VAICTM). 

To determine the relationship between intellectual 

capital and firm’s financial performance, the 

researcher used the average of the data collected 

from the annual report for the 4 years. (see appendix 

11) 

TABLE 1 : EFFICIENCY TABLE 

 
1 2 3 4 5 6 7 

YEA

R 

CO

MP

AN

Y 

HUMAN 

CAPITAL 

EFFICIEN

CY (HCE) 

STRUCTYR

AL 

CAPITAL 

EFFICIENC

Y (SCE) 

CAPITAL 

EMPLOYE

D 

EFFICIEN

CY (CEE) 

INTELLE

CTUAL 

CAPITAL 

EFFICIEN

CY (ICE) 

VALUE 

ADDED 

INTELLECT

UAL 

CAPITAL 

(VAIC) 

08-

11 
1 2.1381 0.5301 0.6048 2.6682 3.2730 

08-

11 
2 2.9931 0.6591 0.9386 3.6521 4.5907 

08-

11 
3 3.3140 0.6726 0.8643 3.7365 4.6008 

08-

11 
4 5.7790 0.8315 0.8522 6.6104 7.4626 

Source: Derived with the Formula propounded by 

Ante Pulic (1998; 2000)from annual report of the 

companies under study.  SEE APPENDIX 11 
 

TABLE 2: The correlation coefficient related to the 

whole data between 2008 and 2011 of the four 

Companies 

 

 ROA VAIC ICE CEE 

ROA 1    

VAIC 0.6500 1   

ICE 0.6300 0.9972 1  

CEE 0.8070 0.6732 0.6625 1 

 

Table 2 shows that VAIC and ROA have strong 

positive relationship. ROA and VAIC have 

correlation of 0.6500 and are significant to each 

other. Intellectual Capital Efficiency and Return on 

Assets also keep competitive correlation of 0.6300 

and are significant for both of them. The correlation 
between Intellectual Capital Efficiency and Value 

Added Intellectual Coefficient (VAIC) is 0.9972. 

These two variables are also significant in relation to 

them. Capital Employed Efficiency and Return on 

Assets also has positive correlation of 0.8070. 

Capital Employed Efficiency (CEE) and VAIC also 

bear correlation of 0.6732. The correlation between 

CEE and VAIC is less than ICE and VAIC, thus ICE 

and VAIC are significant to one and other. The 

correlation between the Capital Employed Efficiency 

and the Intellectual Capital Efficiency is 0.6625. The 

result describes that the SCE and HCE values are 
more significant to VAICTM and ROA than Capital 

Employed Efficiency (CEE) value of the sample 

companies. 

DECISION: From the analysis it shows that, 

correlation coefficient (r) of the whole data is 

approaching +1, which indicates a strong and 

positive relationship between intellectual capital and 

firms’ financial performance. This leads to rejection 

of the Null hypothesis and acceptance of the 

alternative hypothesis. 
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H2:  Intellectual capital has no significant impact 

on firms financial Performance.  

 

 

4.1 SPECIFICATION OF MODEL 
Regression analysis was used to test the impact of 

intellectual capital on firm’s financial performance. 

 

Regression Formula: Regression Equation(y) = a + 

bx  

Slope(b) = (NΣXY - (ΣX)(ΣY)) / (NΣX2 - (ΣX)2) 

Intercept(a) = (ΣY - b(ΣX)) / N 

where:  

              x and y are the variables. 

              b = The slope of the regression line  
              a = The intercept point of the regression line 

and the y axis.  

              N = Number of values or elements  

              X = Dependent Variable (ROA) 

              Y = Independent Variable (VAICTM)) 

              ΣXY = Sum of the product of first and 

Second Scores 

              ΣX = Sum of First Scores 

              ΣY = Sum of Second Scores 

              ΣX2 = Sum of square First Scores 

 

TABLE 3:    Simple Regression Table showing the 
impact of value added intellectual coefficient 

(VAIC) on firm’s financial performance(ROA). 

 

 Y X XY X
2
 

 ROA VAIC   

1 0.0571 3.2730 0.1869 10.7125 

2 0.1537 4.5907 0.7056 21.0745 

3 0.2335 4.6008 1.0743 21.1673 

4 0.1780 7.4626 1.3283 55.6904 

 

Y=0.622

3 

- 

Y=0.155

6 

X=19.927

1 

- 

X=4.9818 

XY=3.295

1 

X
2
=108.644

7 

Source: Appendix 11 and III (ROA-Table 1 

column 9, VAIC- Table 2 column 7) 

 
Regression Equation (Y) = a + bx 

  

b= NΣXY – ΣXΣY 

      NΣX2 – (ΣX) 2 

 

a= Y – b X 

Substituting the figures in the formula above 

b= 4(3.2951) – (19.9271) (0.6223) 

     4(108.6447) – (19.9271)  

 

b= 13.1804 – 12.4006 
      434.5788 – 397.0893 

       

     0.7598  

     37.4895 

 

b= 0.0208 

 

a= 0.1556 – 0.0208(4.9818) 
  = 0.1556 – 0.1036 

  = 0.052 

 

Hence y= 0.052 + 0.0208X 

The calculation above shows that financial 

performance increases when the value added 

intellectual capital (VAIC) increases. An increase in 

VAIC by 0.052% will lead to a 0.0208% increase in 

financial performance.  

 

TABLE 4:Simple Regression Table showing the 

impact of Intellectual Capital Efficiency (ICE) on 
firm’s financial performance(ROA) 

 
 Y X XY X

2
 

COY ROA ICE   

1 0.0571 2.6682 0.1524 7.1193 

2 0.1537 3.6521 0.5613 13.3378 

3 0.2335 3.7365 0.8725 13.9614 

4 0.1780 6.6104 1.1767 43.6974 

 
Y=0.6223 

- 

Y=0.1556 

X=16.6672 

- 

X=4.1668 

XY=2.7629 X
2
=78.1159 

Source: APPENDIX 11 (ROA-Table 1 column 10 

under average, ICE- Table 2 column 6 under 

average) 

 

Regression Equation (Y) = a + bx 

 

b= NΣXY – ΣXΣY 

      NΣX2 – (ΣX) 2 

 

a= Y – b X 

Substituting the figures in the formula above 

b= 4(2.7629) – (16.6672) (0.6223) 

     4(78.1159) – (16.6672)  

 

b= 11.0516 – 10.3720 

      312.4636 – 277.7956 

       

     0.6796  

     34.668 

 
b= 0.0196 

a= 0.1556 – 0.0196(4.1668) 

  = 0.1556 – 0.0817 

  = 0.0739 

 

Hence y= 0.0739 + 0.0196X 

 

The calculation above shows that financial 

performance increases when the efficiency of 
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intellectual capital (ICE) increases. An increase in 

ICE by 0.0739% will lead to a 0.0196% increase in 

financial performance.  

DECISION: From the above analysis, it shows that 

intellectual capital has a significant impact on 

organizational/firms financial performance. 
Invariably, the Null Hypothesis is rejected while the 

alternative is accepted. 

 

5. Discussion of Findings 
 

A.  There is a significant relationship between 

Intellectual Capital and Firm’s Financial 

Performance.  
 

The study reveals that intellectual capital (Human, 

Structural and Relational Capital) affects financial 

performance of an organization positively. Human 

Resource practices create innovation in the 

organization, which is helpful in increasing the 

financial performance. Structural capital resources 

also play significant role in the financial performance 

of organizations. A good relationship with different 

stakeholders also improves financial performance of 
the organization. Hence, intellectual capital has 

significant positive relationship with the financial 

performance of the organization. The above 

submission is evidenced by the works of Mojtaba 

Rafiei, Hady Ghaffari & Roshanak Parsapur (2012). 

They investigated the impact of IC on Organizational 

Performance; their study which was on Iranian 

Medical Science University revealed that there exist 

a positive relationship between IC and 

Organizational Performance and that IC has a great 

impact on organizational performance. Reza Gharoie 

Ahangar (2011) examined the relationship between 
IC and Financial Performance. The study showed a 

positive relationship between them, although some 

components of IC are more related then others 

 

B. Intellectual Capital has significant impact on 

Firm’s Reported Financial Performance. 

 

It is obvious that the efficiency of the Intellectual 

capital increases the financial performance of the 

organizations. This shows that intellectual capital has 

significant impact on organizational/firm’s financial 
performance.  

This result is confirmed by the study of “Sadaghiani 

and Jamali (2012) examined the impact of 

intellectual capital and its components on 

performance in accounting parts of Hospitals”. Their 

result show a positive relationship between them. 

The regression analysis indicates that a unit increase 

in intellectual capital can increase 1.62 units increase 

in the performance of the medical university. 

Similarly a unit increase in human capital, relational 

capital, and structural capital will affect an increase 

of 1.278, 1.21, and 1.415 units increase in financial 

performance, respectively”. In addition, 

Iswatia and Anshoria, (2007) studied the influence of 

intellectual capital on financial performance of the 

insurance companies. The research was carried out 
by using the secondary data from Indonesia Capital 

Market Directory 2005 were only listed insurance 

companies in Jakarta Stock Exchange were taken. 

The result indicate that intellectual capital has a 

positive influence on financial.  

 

5.1 POLICY IMPLICATIONS OF RESEARCH 

FINDINGS 
 
A.  There is a significant relationship between 

intellectual capital and organizational performance, 

as such there should be increased move to create 

awareness of intellectual capital reporting and 

management among companies. 

B. More efforts are needed to educate organizations 

on how intellectual capital impact organizational 
financial performance. 

 

5.2 CONTRIBUTION TO KNOWLEDGE 

 
A. This research work has revealed the importance of 

intellectual capital management, valuation and 

reporting in the annual report of organizations as a 
key factor that required much attention from 

organizations, accounting bodies and policy makers 

in Nigeria. 

B. It also revealed that there is a relationship 

between intellectual capital (human, structural and 

relational capital) and organizational financial 

performance.  

 

5.3CONCLUSION AND 
RECOMMENDATIONS 

 
Intellectual capital no doubt has become important 

for organizational performance, as seen in some 

related literature reviewed and the result of the 

hypotheses formulated and tested in this research 
work. Organizations should give proper attention to 

the intellectual resources since its efficiency 

improves financial performance. In the knowledge 

base economy, intellectual capital is regarded as one 

of the key driver of market value as human 

knowledge is the key factor of the future industrial 

growth.  

 

In achieving business competitive advantage 

companies must create a culture that emphasizes 

intellectual capital importance. The international 

accounting bodies should collaborate in order to 
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develop valuation system and approach for 

intellectual capital reporting that will be accepted 

globally. 

Parameters for the disclosure of Intellectual Capital 

should be establish by the regulatory bodies. 

Furthermore, since the components of intellectual 
capital are interconnected, the NASB and IFRC 

should issue accounting standards on valuing and 

reporting of human and relational capital drivers as 

assets so that it will be easy to calculate the value of 

these three components on the same ground. In 

addition, comparison among companies will be 

easier for investors in making investment decisions. 

Moreover, since business operations of most of the 

companies in Nigeria are averagely based on 

intangible asset, as reported by Nasir, 2006, it is 

better to report all the intellectual capital so that the 

investors will know how their resources are being 
utilized as well as the total value of their investments 

at every point in time. This will inevitably enable 

them to make appropriate investment decision. 

Excluding reporting of intellectual capital may 

contribute towards underestimating the firms’ value 

(Arcelus, Mitra and Srinivasan, 2005) and 

information asymmetry (Holland, 2009) 
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APPENDIX I 
ABBREVIATION, MEANINGS AND FORMULA  
COMPANY 1                                                                      
7UP BOTTLING COMPANY 
COMPANY 2                                                                       
UNILEVER NIGERIA  

COMPANY 3                                                                       
NESTLE NIGERIA 
COMPANY 4                                                                       
GUINNESS NIGERIA 
VA- VALUE ADDED 
HC- HUMAN CAPITAL WHICH TOTAL SALARY 
SC-STRUCTURAL CAPITAL= VALUE ADDED - 
HUMAN CAPITAL 
TA- TOTAL ASSET 

CL- CURRENT LIABILITY 

CE- CAPITAL EMPLOYED= TOTAL ASSET – 
CURRENT LIABILITY 
NE- NET EARNIN= PROFIT AFTER TAX 
ROA- RETURN ON ASSET= NET EARNING/TOTAL 
ASSET 

HCE- HUMAN CAPITAL EFFICIENCY= VALUE 
ADDED/HUMAN CAPITAL 
SCE- STRUCTURAL CAPITAL EFFICIENCY= 
STRUCTURAL CAPITAL/VALUE ADDED 
CEE- CAPITAL EMPLOYED EFFICIENCY= VALUE 
ADDED/CAPITAL EMPLOYED 
ICE- INTELLECTUAL CAPITAL EFFICIENCY= HCE 
+ SCE 

VAIC- VALUE ADDED INTELLECTUAL CAPITAL= 
ICE + CEE 

 

APPENDIX II 
TABLE I 

1 2 3 4 5 6 7 8 9 10 

Yr COY VA HC SC TA CL CE NE ROA 

2008 1 9,871,071.00 4,892,842.00 4,978,229.00 23,982,210.00 6,752,435.00 17,229,775.00 1,608,910.00 0.0671 

 
2 8,976,482.00 3,821,246.00 5,155,236.00 23,492,656.00 13,742,718.00 9,749,938.00 2,596,533.00 0.1105 

 
3 20,235,841.00 7,041,453.00 13,194,388.00 29,159,552.00 11,093,617.00 18,065,935.00 8,331,599.00 0.2857 

 
4 33,348,049.00 5,470,571.00 27,877,478.00 74,655,667.00 25,640,278.00 49,015,389.00 11,860,880.00 0.1589 

          

2009 1 11,237,154.00 5,022,589.00 6,214,595.00 31,879,851.00 11,617,672.00 20,262,179.00 1,529,674.00 0.048 

 
2 10,485,158.00 3,503,370.00 6,981,788.00 23,681,724.00 12,404,654.00 11,277,070.00 4,093,822.00 0.1729 

 
3 24,077,636.00 8,272,085.00 15,805,551.00 44,250,372.00 17,930,428.00 26,319,944.00 9,782,244.00 0.2211 

 
4 40,820,836.00 7,317,750.00 33,503,086.00 73,868,737.00 31,141,958.00 42,726,779.00 13,541,189.00 0.1833 

          

2010 1 13,903,388.00 5,981,243.00 7,922,145.00 33,428,460.00 12,735,725.00 20,696,735.00 1,892,146.00 0.0566 

 
2 10,836,472.00 3,403,324.00 7,433,148.00 25,935,341.00 14,395,173.00 11,540,168.00 4,180,620.00 0.1612 

 
3 30,567,043.00 9,326,692.00 21,240,351.00 60,347,062.00 19,455,299.00 40,891,763.00 12,602,109.00 0.2088 

 
4 42,777,547.00 7,921,507.00 34,856,040.00 78,396,876.00 30,648,377.00 47,748,499.00 13,736,359.00 0.1752 

          

2011 1 14,451,885.00 7,325,812.00 7,126,073.00 40,231,991.00 16,914,742.00 23,317,249.00 2,277,544.00 0.0566 

 
2 12,923,727.00 3,750,245.00 9,173,482.00 32,279,958.00 18,884,177.00 13,395,781.00 5,491,076.00 0.1701 

 
3 36,106,893.00 11,305,648.00 24,801,245.00 76,945,793.00 23,420,143.00 53,525,650.00 16,808,764.00 0.2184 

 
4 48,790,408.00 7,117,637.00 41,672,771.00 92,227,824.00 36,588,640.00 55,639,184.00 17,927,934.00 0.1944 

AVERAGE 

 
1 12,365,874.50 5,805,621.50 6,560,260.50 32,380,628.00 12,005,143.50 20,376,484.50 1,827,068.50 0.0571 

 
2 10,805,459.75 3,619,546.25 7,185,913.50 26,347,419.75 14,856,680.50 11,490,739.25 4,090,512.75 0.1537 

 
3 27,746,853.25 8,986,469.50 18,760,383.75 52,675,694.75 17,974,871.75 34,700,823.00 11,881,179.00 0.2335 

 
4 41,434,210.00 6,956,866.25 34,477,343.75 79,787,276.00 31,004,813.25 48,782,462.75 14,266,590.50 0.178 

Source: Annual Report of the selected companies  
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TABLE II: EFFICIENCY TABLE 

 

1 2 3 4 5 6 7 

YEAR COMPANY 

HUMAN 
CAPITAL 

EFFICIENCY 
(HCE) 

STRUCTYRAL 
CAPITAL 

EFFICIENCY 
(SCE) 

CAPITAL 

EMPLOYED 
EFFICIENCY (CEE) 

INTELLECTUA
L CAPITAL 

EFFICIENCY 
(ICE) 

VALUE ADDED 
INTELLECTUA

L CAPITAL 
(VAIC) 

08 1 2.0175 0.5044 0.5729 2.5219 3.0948 

 2 2.3491 0.5743 0.9207 2.9234 3.8441 

 3 2.8739 0.6521 1.1202 3.5260 4.6462 

 4 6.0959 0.8360 0.6804 6.9319 7.6123 

       

09 1 2.2374 0.5531 0.5546 2.7906 3.3452 

 2 2.9929 0.6659 0.9298 3.6588 4.5886 

 3 3.9107 0.6565 0.9148 3.5672 4.4820 

 4 5.5784 0.8208 0.9554 6.3992 7.3546 

       

10 1 2.3245 0.5698 0.6719 2.8943 3.5662 

 2 3.1841 0.6860 0.9391 3.8701 4.8092 

 3 3.2774 0.6949 0.7476 3.9723 4.7199 

 4 4.5866 0.8149 0.8959 5.4015 6.2974 

       

11 1 1.9728 0.4931 0.6198 2.4659 3.0857 

 2 3.4461 0.7099 0.9648 4.1560 5.1208 

 3 3.1937 0.6869 0.6746 3.8806 4.5552 

 4 6.8549 0.8542 0.8769 7.7091 8.5860 

AVERAGE 

08-11 1 2.1381 0.5301 0.6048 2.6652 3.2730 

08-11 2 2.9931 0.6591 0.9386 3.6521 4.5907 

08-11 3 3.3140 0.6726 0.8643 3.7365 4.6008 

08-11 4 5.7790 0.8315 0.8522 6.6104 7.4626 

Source: Derived from Table 4.1 with the Formula propounded by Ante Pulic (1998; 2000)  
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